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Abstract

Monitoring business cycle is very important theoretically
and empirically, this book studies the indicators to measure
and Monitor the business cycles in china.

This book retrospect the development of the method to
Monitor business cycles and its applying in china and other
countries, and summarize the theoretical development, it also
discuss the relationship between the method to Monitor busi-
ness cycle and modern macroeconomics.

The methods used in this paper are econometric methods,
such as time difference correlation analysis, K-L information,
seasonal adjustment method, etc. After we treat the original
data, we calculate the time difference correlationship and select
the leading indicators, coincident indicators and lagging indica-
tors, and then we make the Diffusion Index, Composite index,
and Monitoring signals. All of these methods are introduced in
this book.

In this book the Diffusion Index, Composite index, and

Monitoring signals for the business cycles based on the growth
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rate cycle. The forecasting abilities of the indices out— of —
sample are tested. According to the tests, the forecasting abil-
ities of the indices are good before (and including) 2905, but
they are not good after 2006. it is necessary to look into the
forecasting ability in the future.

The composite leading indicators to forecast the CPI, ex-
ports, retail sales in china are developed in this book. They
are not only helpful for judging the moving direction of the in-
dicators in the future, but also helpful for judging the macro-
economic moving direction in the future. The forecasting abili-
ties of the composite leading indicators of CPI are very good in
the last years.

The forecasting abilities of the composite leading indica-
tors of exports are good before 2004, but they are not éood in
the last years. The forecasting abilities of the composite lead-
ing indicators of retail sales are good.

The business cycles transfer in different industries. In
this book we study the cycles of the real estate, and make the
composite leading indicators and coincident indicators. It is not
only helpful for judging the moving direction of the real estate
in the future, but also helpful for judging the macroeconomic
moving direction in the future. It will help us to understand

the business cycles in china profoundly from the viewpoint of
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industry.

The relationship between Chinese economy and the world
economy becomes closer and closer with the opening of china.
Chinese economy and exports have a large weight in the world
economy and exports with the fast development of China. The
impact of the world economy on china and Chinese economy on
the world economy grow. In this book we study the relation-
ship between the business cycles in USA, Japan and China
with the coincident index. We find that the business cycles in
Japan and China are synchronous, but the business cycles in
USA and China are not synchronous, and even reverse in some
periods. It means sometimes USA is in dépression when Chi-
nese economy is boom.

In recent years, capital markets have a large impact on the
business cycles. Now securities market is the focus of people.
In this book we investigate the forecasting ability of the yield
spread in China and other countries. We find that the yield
spread is a good leading indicator in the major industrialized
countries such as Canada, Germany, Japan, USA, and etc. It
is also helpful to forecast the Growth Recession in china, but it

is necessary to test in the future.

Key Word: Business cycle, Monitoring, Indicators
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