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Table 1 Definitions of price indexes and monetary policy tools
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Table 2 Mutual spillover effect between monetary policy tools and overall price fluctuations/%

81.02 9.26 5.14 4.59
12.06 81.03 3.85 3.06
13.26 5.61 74.43 6.71
0.14 0.53 2.35 96.98
2
s CPI—-M2 CPI M2

2

Fig. 2 Spillover effect of price indexes on monetary policy tools
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Fig. 3 Spillover effect of monetary policy tools on price indexes
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1) Fig.4 The network of supply-side price indexes and monetary policy tools

3 2 N 3 4 . Gephi Fruchter—
6 man Reingold



10 — — 127 —
(- . (- 3
") (- \
n) )
3 ®
3
3 1%
Table 3 Mutual spillover effect between prices of industries at the supply side/%
2.24 3.25 1.01
2.21 3.16 0.97
2.19 2.87 0.75
2.15 2.74 0.60
2.15 2.69 0.54
2.15 2.60 0.49
2.14 2.50 0.40
2.14 2.45 0.35
2.12 2.44 0.34
2.12 2.33 0.30
2.11 2.28 0.24
2.1 2.27 0.21
2.06 2.23 0.16
2.04 2.15 0.11
2.00 2.11 0.05
1.99 2.06 0.01
1.95 1.92 -0.03
1.94 1.90 -0.04
1.93 1.89 -0.05
1.93 1.83 -0.06
1.82 1.72 -0.08
1.82 1.62 -0.20
1.78 1.55 -0.21
1.78 1.52 -0.26
1.76 1.42 -0.32
1.74 1.34 -0.34
1.72 1.27 -0.34
1.69 1.26 -0.36
® 3 36 10%
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3
Table 3 Continues

1.68 1.24 -0.37

1.63 1.17 -0.37

1.53 1.15 -0.42

1.49 1.13 -0.48

1.49 1.12 -0.51

1.34 0.80 -0.54

1.27 0.72 -0.55

1.12 0.61 -1.01

“ 7 PPI PPI “ ” PPI PPI
“ 7 PPI PPI PPI PPl ¢ 7
PPI PP«
2)
4
4
Table 4 Mutual spillover effect between quantitative monetary policy tools and industrial prices at the supply side
M2—PP1/% M2—PPI/% PPI—M2/% PPI—M2/%

2.00 0.54 3.42 1.20

1.99 0.50 3.34 1.08

1.90 0.49 2.47 1.07

1.86 0.48 2.26 1.05

1.84 0.45 2.20 1.02

1.32 0.45 1.83 1.00

0.99 0.43 1.81 0.92

0.98 0.42 1.66 0.90

0.97 0.42 1.56 0.87

0.96 0.39 1.55 0.87

0.96 0.39 1.53 0.86

0.76 0.35 1.49 0.84

0.68 0.33 1.45 0.70

0.65 0.32 1.45 0.66

0.61 0.29 1.28 0.60

0.58 0.28 1.26 0.56

0.57 0.26 1.26 0.55

0.56 0.20 1.21 0.45

3.42%
0.45%.
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Table 5 Mutual spillover effect between price-based monetary policy tools and industrial prices at the supply side
SHIBOR— SHIBOR— PPI— PPI—
PPI/ % PPI % SHIBOR | % SHIBOR | %
3.66 0.77 4.94 1.32
2.25 0.75 3.06 1.31
2.13 0.74 2.44 1.31
2.09 0.73 1.97 1.28
1.51 0.72 1.94 1.22
1.49 0.71 1.89 1.11
1.20 0.71 1.86 1.11
1.19 0.69 1.84 1.11
1.18 0.68 1.71 1.07
1.17 0.67 1.68 1.02
1.15 0.65 1.66 0.97
1.06 0.63 1.61 0.92
0.97 0.60 1.50 0.87
0.96 0.58 1.44 0.87
0.95 0.58 1.42 0. 66
0.85 0.46 1.41 0.65
0.84 0.41 1.36 0.63
0.78 0.37 1.32 0.46
R SHIBOR—PPI SHIBOR  PPI
3.66%
0.37%. -

N 4.94%
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Table 6 Mutual spillover effect between various prices on the demand side/%

1.54 1.58 0.57
1.41 1.11 0.28
1.30 1.05 -0.41
0.48 1.00 -0.43

“ ” CPI CPI “ ” CPI CPI “ ”

CPI CPI CPI cPr “ 7 CPI cer“
1.47%
1.02%;
1.34%
0.75% .
16
4.3
5

Fig.5 The network of demand-side price indexes and monetary policy tools

gold

. Gephi

Fruchterman Rein—
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4.4

7
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Table 7 Mutual spillover effect between monetary policy tools and various prices on the demand side/%

CPI— —CPI
CPI—->M2 /% M2—CPI! %
1.49 1.31
0.85 0.68
0.83 0.47
0.61 0.09
CPI—SHIBOR | % SHIBOR—CPI | %
1.61 1.27
1.13 0.79
1.13 0.76
0.74 0.69
“” CPI—->M2 CPI M2
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. LASSO-VAR
32
1
Table 8 Factor analysis of spill{rom effects based on univariate model
(1) (2) (3) (4) (5) (6) (7)
( Fromspill)
m SHIBOR GDP
-0.062 -0.149" 0.351 -0.187 0.434 %% 0.020** 1.017**
(—1.48) (-2.02) (1.02) (-0.51) (3.83) (2.29) (2.48)
5.349 % 6.940*** 4.203*** 4.247 % 4.203*** 4.154** 4.106***
(6.91) (5.13) (3 470.90) (50.29) [(16993.70) | (190.24) (103.56)
288 288 288 288 288 288 288
R? 0.025 0.073 0.007 0. 006 0.065 0.015 0.052
( Tospill)
m2 SHIBOR GDP
-0.154 -0.130 0.036 -0.253 0.152 0.004 0.492
(-1.63) (-0.83) (0.05) (-0.29) (0.47) (0.15) (0.43)
6.968 ™% | 6.520%* 4.121 % 41797 | 41217 | 4111 | 4,074
(3.98) (2.24) (1642.21) (20.57) (5825.99) (61.63) (37.20)
288 288 288 288 288 288 288
R? 0.025 0.009 0.000 0.002 0.001 0. 000 0.002
* *x *kk

10% 5%

1%
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Table 9 Factor analysis of spill{rom effects based on multivariable model

(1) (2) | (3) | (4)
( Fromspill)
*kk Kkk
wm 0.388 0.348
(4.63) (5.38)
0.008 0.005
SHIBOR
(1.05) (0.74)
-0.011 -0.019
(-0.39) (-0.59)
-0.076 -0.099
(-1.25) (-1.53)
0.364 0.435 0.325 0.372
(1.18) (1.36) (1.01) (1.13)
-0.356 -0.439 -0.284 -0.338
(-0.84) ( -1.00) (-0.74) (-0.87)
* * *% *
GDP 1.209 1.145 1.041 0.968
(2.06) (2.05) (2.07) (2.03)
4.373%** 4.520*** 5.570 %" 5.997 ***
(8.18) (7.59) (4.79) (4.86)
288 288 288 288
R? 0.143 0.095 0.158 0.120
BN 10%5% 1% ; t 9 (1) + 9 (2
9 (3) -~ 9 (4 9 (1)
(3) (M2) 9 (2) (4) ( SHIBOR)
10
Table 10 Factor analysis of spill4o effects based on multivariable model
(1) (2) (3) (4)
( Tospill)
0.057 0.054
m2
(0.20) (0.19)
-0.008 -0.006
SHIBOR
( —0.40) (-0.31)
-0.149 -0.152
(-1.39) (—1.41)
-0.102 -0.108
( -0.56) (-0.59)
0.125 0.125 0.044 0.042
(0.17) (0.17) (0.06) (0.05)
-0.156 -0.160 -0.259 -0.259
(-0.15) (-0.15) (-0.25) ( -0.25)
0.025 0.105 0.451 0.508
GDP
(0.02) (0.07) (0.28) (0.34)
6.913 %" 6.979 """ 6.005" 6.128"
(3.44) (3.44) (1.78) (1.80)
288 288 288 288
R? 0.026 0.026 0.011 0.011
NN 10% 5% 1% ; 10 (1) « 10 (2
10 (3) -+ 10 (4) 10 .10 (3)

( SHIBOR)
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Bilateral spillover effect between monetary policy and price index in China:
Evidence from the industry perspective

JING Zhong-bo' JIA Yan—yan® FANG Yi LI Zheng’

1. School of Management Science and Engineering Central University of Finance and Economics Beijing
100081 China;

2. School of Finance Tianjin University of Finance and Economics Tianjin 300222 China;

3. National Academy of Development and Strategy Renmin University of China Beijing 100872 China

Abstract: Maintaining price stability is an important goal of monetary policy. Different from previous aggre—
gatedevel studies this paper starts from the industry level expands the Cobb-Douglas function studies the
cross-industry spillover of price fluctuations through input-output capital correlation and other channels ana—
lyzes the bilateral spillover effect of monetary policy and price and puts forward the research hypotheses.
Then this paper uses monetary policy supply-side production price index and demand-side consumer price
index in China to build a LASSO-VAR model for empirical analyses. Results show that the spillover effect of
supply-side price index on the demand-side is greater than that in the opposite direction and there is a stron—
ger bilateral spillover effect between quantitative monetary policy tools and price index. At the industry level
there is a stronger bilateral spillover effect between price-based monetary policy tools and price index. In terms
of channel decomposition for supply side price index compared with credit correlation and input-output corre—
lation the common impact represented by monetary policy and macroeconomic fluctuation is an important
source of price fluctuation. This paper provides valuable advices for China’ s monetary authorities to effectively
stabilize the price index.

Key words: price index; fluctuation mechanism; monetary policy; input-eutput correlation; capital correlation



