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The Positive Analysis of Dynamic Correlation between Growth and Inflation in China's Economy
LIU Jinquan XIE Weidong

Jilin University Quantitative Research Center of Economics, China Merchants Securities Co., Ltd

Abstract: The correlation between economic growth and inflation is very important to implement economic policy and
evaluate the economic situations. Some theories support that low inflation is essential to high growth and benefit the
improvements of social welfare, but others think that high inflation could led high growth, and high growth also has some
feedback effects on inflation. We find that there is a stable positive relationship between growth and inflation, and there exists
spillover effects from inflation to growth. These facts mean that some degree of nominal expansions is crucial to stimulus
economic growth at the current period of demand led growth.

Key words: growth inflation correlation volatility asymmetry
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