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Price determination
Annual change in inflation

e x p la n a to r y  v a r ia b le :
B a c k w a r d -lo o k in g  

in f la t io n  e x p e c t a t io n s
H y b r id  in f la t io n  e x p e c ta t io n s

C P I in f la t io n , 1 s t la g 1 .3 6 9 *** 1 .1 6 1 ***

C P I in f la t io n , 2 n d  la g -0 .4 8 6 ***

C P I in f la t io n , 3 r d  la g -0 .3 4 6 ***
 
E x p e c te d  in f la t io n 0 .2 1 3 ***
 

O u tp u t g a p , 3 r d  la g 0 .1 4 4 ** 0 .1 5 6 *
 

C h a n g e  in  th e  e f f e c t iv e  
n o m in a l e x c h a n g e  r a t e 0 .1 2 7 *** 0 .0 5 3 ***

C h a n g e  in  th e  e f f e c t iv e  
n o m in a l e x c h a n g e  r a t e , 5 th  la g 0 .0 4 0*** 0 .0 3 6
 

N u m b e r o f o b s e r v a t io n s 7 8 6 5
 



An investment function for China
Explanatory variable: Using the one year regulated bank 

lending rate 
Using the effective one year bank 

lending rate Using the Apparent firm interest rate 

 
Investment over (lagged) capital 1st lag 0.202*** 0.201*** 0.199***
Investment over (lagged) capital 2nd lag 0.013 0.023** 0.015
 

Change in (logged) sales 0.079*** 0.074*** 0.077***
Change in (logged) sales 1st lag 0.033*** 0.039*** 0.037***
Change in (logged) sales 2nd lag 0.041*** 0.042*** 0.039***
 

Long-run sales elasticity 0.193 0.201 0.191
 

Change in (logged) user cost -0.088 0.256*** -0.025**
Change in (logged) user cost 1st lag -0.119 -0.148* -0.041***
Change in (logged) user cost 2nd lag -0.078 -0.312*** -0.015*
 

Long-run user cost elasticity 0.000 -0.263 -0.102
 

Cash flow over (lagged) capital 0.086*** 0.089*** 0.096***
Cash flow over (lagged) capital 1st lag -0.067*** -0.067*** -0.073***
Cash flow over (lagged) capital 2nd lag 0.014*** 0.009** 0.013***
 

Long-run cash flow elasticity 0.042 0.04 0.045
 

Number of observations 2905 2911 2490
R2 0.26 0.26 0.26
N o t e : *, ** a n d  *** d e n o t e  s t a t is t ic a l s ig n i f ic a n c e  a t t h e  1 0 , 5  a n d  1 %  le v e l r e s p e c t iv e ly



User cost elasticity by s ize of firm

Small firms

Long run user cost elasticity -0.136

change in (logged) user cost -0.059***

change in (logged) user cost 1st lag -0.050***

change in (logged) user cost 2nd lag -0.017

Mid-size firms

Long run user cost elasticity -0.129
change in (logged) user cost -0.043***

change in (logged) user cost 1st lag -0.041***

change in (logged) user cost 2nd lag -0.020*

Large firms

Long run user cost elasticity -0.044

change in (logged) user cost -0.02

change in (logged) user cost 1st lag -0.035***

change in (logged) user cost 2nd lag -0.009
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