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The External factors of Economic Huctuations in China :1992 - 2008
Wang Yizhong & Jin Xugun

Abdract : This paper andyzes the efect of externa factors which include ail price, world intereg rates, exchange rate of
U.S. dilar and foreign demand on China’ s busness cycles. Edimated dructurd vector autoregresson nmode with block
exogenety shows that externd shocks are an inportant source of macroecoromic fluctuationsin China. Supply and demand shocks
play the same role, but the latter is perddent. In the period o financid crigs, demand shock is nore inmportant than supply
sock The policy inplication is that government sould inmplement expansonary fiscd policy to replace dedining private
invegmert in order to gimulate domegtic demand and mitigate permanent shock of foreign demand to ecoromy.
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