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Nonlinear Characteristics of Chinese Business Cycle - Based on LSTAR

Model
SIYINGHUA

(Institute of Quantitative Economics at Gansu, Lanzhou University of Finance and Economics, Lanzhou, 730020, China)

Abstract: Usually single variable is used in analysis of nonlinear characteristic of Chinese business cycle,
but Coincident Index(Cl) can more fully reflect the characteristics of the business cycle. So, this paper, using
Chinese Coincident Index between January 1991 and December 1991, respectively, sets up two and three
mechanism of LSTAR model, discussing the asymmetry of Chinese business cycle fluctuation and
sustainability, and economic in the internal evolution mechanism of the transformation between the fluctuation
phase. Empirical studies show that the economic cycle phase is divided into three: contraction recovery and
expansion mechanism. Compared with the division into contraction and recession regimes, the overall fitting
effect and the explanation power structure on economic growth have improved significantly. Therefore, the
paper provides a more comprehensive and more scientific method for the division of Chinese business cycle
and nonlinear characteristics.
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