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Empirical Analysis o Asymmetric Money-Output Causality in China:
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Zheng Tingguo and Liu Jinquan
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Abgract : The gudy on the asymmetric noney-output causdity has been widdy taken interest in the microecoromicsfied recertly.
This paper uses a S1ooth trandtion vector error-correction model (STVECM) to sudy whether there is an asymmetric money-output
causdlity in China over 1989 —2007. By including lagged yearly gronth ratesin output , lagged yearly gronth ratesin noney , and
lagged yearly changes in the annud irflation rate as trangtion variables, linearity teg results show the evidence o nonlinearity in
the output , money and price sysem. By nmode edimation, the economy and/or policy gate dependence of the China’ s noney-
output causdity is idertified. And the asymmetry is goproved by ronlinear Granger causdity tes. Broady eaking, the noney-
output causdity of China has grong asymmetries which depend on the high and low gronth sages of business cycle, the high and
low gromth gages of noney supply , and the accderating and decreasng dages o irflation rae.
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