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Abstract: From the perspective of real-time analysis this paper based on the final estimates quasiinal estimates and
real+time estimates of China’s quarterly output gap derived from six detrending methods constructs four kinds of forecasting
models to predict China’s inflation rate analyzes the effects of output gap revision and variations in lag length on inflation
forecasting and further evaluates the usefulness of output gap for predicting inflation and the applicability of Phillips curve
in inflation forecasting. The results show that the predicted inflation values in real time are less accurate than those based
on final data and the introducing of time-varying lag lengths has more important effects than output gap revision on forecast
accuracy. More importantly although output gap estimates appear to be quite useful for predicting inflation in final data
analysis it does not provide any useful information in real time forecast which means the “output-inflation” type of
Phillips curve is not suitable for China’s inflation forecast.
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Abstract: Based on the neoclassical model and NBS database over the period 1999—2007 this paper uses GMM dynamic
panel method to estimate the price sensitivity of business investment in China and checks whether market-oriented reforms
significantly increase the response of SOE’ s investment to its capital cost. The results show that: (1) The capital cost
sensitivity of investment is significantly negative but very small compared to the net cash flow coefficient. ( 2) Investments
of private and foreign enterprises are sensitive to capital cost while the state-owned and collective enterprises’ are yet not.
(3) Market-oriented reforms markedly weaken the financing constraints of all business types but do not improve the capital
cost sensitivity especially SOE’ s. Accelerating the pace of interest rate liberalization and deepening the reform of SOE are
necessary for improving the effectiveness of price-based monetary policy tools.
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