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Regime-Switching Stock Price Process, Macroeconomic Dynamics and

the Response of Monetary Policy

MA Yong ZHANG Shuhua DONG Yichen
(School of Finance, Renmin University of China, Beijing, 100872)

Abstract ; In this paper, we analyze the structural change of stock price dynamics and its macroeconomic effects by
building a regime-switching DSGE model and discuss whether monetary policy should respond to the change of stock price
growth rate. The results show that when the policy authority releases a signal of stock price adjustment, main economic and
financial variables will reach their equilibrium level over the target period if market participants expect the signal to be
credible, and vice versa. In addition, we also find that during the regime-switching process of stock price growth, a proper
response of monetary policy to the change of stock price growth would effectively reduce economic and financial fluctuations ,
resulting in a lower loss of social welfare. However, if monetary policy responds too much to the change of stock price growth,
economic and financial stability will be undermined, leading to a much greater loss of social welfare.

Key Words: Regime Switch; DSGE Model; Structural Change; Monetary Policy

JEL Classification:E32; E44; F36

Dynamics and Mechanism of Cross-section Risk Spillovers
among China’s Financial Markets, With a Focus on the Impact of

Trade Frictions Between China and the United States

FANG Yi SONG Jiaxin TAN Xiaofen
(School of Finance, Central University of Finance and Economics, Beijing 100081, China)
Abstract ; Based on the spillover-index-calculation method developed by Diebold and Yilmaz (2012), this paper
quantitatively analyzes the risk spillovers among equities, bonds, currencies, commodities and inter-bank lending markets in

China from both time dimension and cross-section dimension. Besides, this paper also takes Sino-US trade friction as an
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