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The Asymmetric Impact of International Crude Oil Price Shocks on China’s
PPI: An Empirical Analysis Based on Smooth Transition Model

Feng Fuyu

( School of Economics Jiangxi University Of Finance and Economics)
Abstract: As an important upstream product price of petroleum has a close relationship with the Producer Price Index( PPI) . This
paper based on Phillips curve theoretical framework uses quarterly data over the period from 1999Q1 to 2011Q2 and applies smooth
transition model to investigate the impact of international crude oil price shocks on China’ s PPI. The results show that the impact of
international crude oil price shocks on China’s PPI is nonlinear and asymmetric. When the international crude oil price is lower than
the threshold level the impact of oil price shocks on domestic price is relatively less; when the international crude oil price is higher
than the threshold level the impact of oil price shocks on domestic price is relatively large; when the international crude oil price is
near the threshold value the impact of oil price shocks on domestic price changes smoothly between the two mechanisms.
Key Words: The Fluctuation of Crude Oil Price; General Price Level; Smooth Transition Model
JEL Classification: C22 E31 Q43
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