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Research on the Mar kov Switching Mode

Abstract : For thefirst time, this paper take a dummy variable into the tradi-
tional Markov Switching Model to depict the change of Chinese economic cycle pat-
tern and Regime-Switching mechanism We resolve the problem that how to study
Chinese business cycles with the Markov Switching model based on annual macro-
economic data Fitting the data of Chinese real GDP growthfrom 1953 to 2005 with
our model , we find that the model perfectly describes Chinese rea GDP growth s
periodical movement. Chinese Bus ness cycle pattern has changed after the Chinese
Economic Reform The Regime Switching mechanism also has changed after the
Chinese Economic Reform Asymmetry of the Chinese economic cycle is remarka
ble Beforethe Chinese Economic Reform , the expanson period islonger than con-
traction period but it is reversed after the Chinese Economic Reform
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