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Foreword

Under the background of “simultaneously deal with the slowdown in econom-
ic growth, make difficult structural adjustments, and absorb the effects of previ-
ous economic stimulus policies” , China’s economic development has entered a
new normal. From the perspectives of the economic growth speed and economic
fluctuation, China’s economy is facing great challenges. As Chinese government
putting “Reform of the Supply Front” in a persistent way, and promoting the
macroeconomic regulation and control, there is a significant effect on China’s e-
conomy. The complex cycles, such as production cycle, price cycle, supply cy-
cle, financial cycle, technology innovation cycle, and ecological wealth cycle,
make China’s economy difficult to understand. Alleviating the economic volatility
and making the economic sustainable development are the important topics in
China.

Based on theperspective of composite factors and business cycle theory, this
dissertation constructs factors of business cycle fluctuation and price fluctuation,
and further investigates and gives evidence on investigating the relationship be-
tween fluctuations and business cycle. Moreover, this dissertation also tests the
relationship between synthesis factors and price fluctuation through 1S — LM model
and China’s data. Finally, combining with the international studies on business
cycle fluctuation and price fluctuation, this dissertation demonstrates the charac-
teristics of different stages of economic growth and marketization. The findings of
this dissertation are shown as following dimensions.

First, Factor Business Cycle (FBC) is constructed to analyze China’s busi-
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ness cycle. We can collect the fluctuation information more efficiently by exclu-
ding the non — cycle and less cyclical industries, and cover diversity macro inde-
xes. Comparing with GDP fluctuation rate, we find FBC waves more frequently,
and summarizes the business cycle more efficiently. In addition, FBC reflects the
economy better, and can support the policies more quickly. China has experi-
enced 14 times cycle fluctuations during the 60 quarters, and the average cycle
length is 12. 86 months. Regarding to the wave length, the shortest is 6 months,
and the longest is 29 months, which is different from the business cycle defined
by GDP.

Second, Factor Price Cycle (FPC) is constructed to analyze China’s price
fluctuation cycle. China has experienced 14 times price cycle fluctuations during
the 60 quarters, and the average cycle length is 12. 86 months. Regarding to the
wave length, the shortest is 6 months, and the longest is 21 months. Compared to
CPI, this dissertation finds that FPC summarizes price cycle fluctuation more suit-
able, and contains more information dimensions, Furthermore, it can reflect the
economic trend and policies more correctly.

Third, this dissertation further analyzes the factors of China’s price fluctua-
tion. We knock down the determinant function through IS — LM model, and adapt
the FPC and FBC to do the empirical studies and evaluate the parameters. After
testing China’s case, we find macro — economic fluctuation, price fluctuation ex-
pectation and international factor are significantly associated with China’s price
fluctuation cycle, however, monetary policy instrument is insignificant with price
management.

Fourth, through investigating the relationship between China’s business cycle
and price cycle, this dissertation finds price fluctuation is associated with busi-
ness cycle. Exogenous shocks play different roles in business cycle and price cy-
cle. We find there is a significant difference for the two cycles in each state of e-
conomic growth. The price in low wave region is 3. 7 times than that in high wave
region in the mid long term.

Fifth, this dissertation also does comparative studies, including US. , Japan
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and India, and investigates the performance of the relationship between the busi-
ness cycle and price fluctuation cycle, and tests the effect of pulse. The findings
show that economic development level and marketization play different role in
business cycle and price fluctuation cycle, and price mechanism and output
change mechanism are also different in different countries.

In the whole research of this book, my mentor Prof. Zhang Liancheng
guided me carefully and helped me a lot in many aspects. He is always a role
model for me. I would also like to thank my teachers, colleages and friends who
offered much help for me to write this book. They were Lang Lihua, Tian Xin-
min, Yang Chunxue, Liu Xiahui, Zhou Mingsheng, Liao Minggiu, Ma Fang-
fang, Wang Yu, Ren Guangyu, Lu Yachen, Wang Yang, Zhang Dongyang
and Lu Mingtao. At last, Id like to express my special appreciation to Mrs Hu
Ziqing, who made this book be published in time.

Shen Shaobo
Sept, 2019
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