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The Impact of International CrudeO il Price Shockson Chna’ sPPI:
An Empirical Analysis Based on Industr ial L evel Data
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Abstract: W ith increasing oil import and consumption, the fluctuations of international crude oil prices have increasing important
mpact on China’ seconamy. Based on the monthly data of 38 industries fram 2003 to the early of 2009, thispgper analyzes the mpact
of the interational crude oil price fluctuation on China’ s produce price index (PPI). The results show that although the refined oil
pricing system ispartly regulated and controlled by the Goverrment, the wolatility of international crude oil prices has mportant impact
on China s PPI, egecially on the prices of production means and the price of energy - consauming industries such as petrochamical
industry. It ismainly related o the anount and efficiency of industry’ s energy conamption In order o significantly reduce the price
effect of international oil prices fluctuationson China’ s industries, it is supposed to gpeed up the refom of damestic refined oil pricing
gystan, and mplement effective industrial policy to pramote various industries o mprove their energy efficiency and t develop
alternative energy.
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Abstract: In thispgper, we introduce VAR - GARCH (1, 1) - BEKK model to analyze the interaction betveen monetary market and
three major financial markets- - siock market, bond market and exchange market - - since the refom of exchange rate systan in
2005 The reaults show that there are significant correlations in first mament and second moment betveen these three major financial
markets and monetary market, which implies that the central bank’ smonetary policy may be concerned about the changes in financial
markets Our study based impulse - regponse function shows that the intention of central bank’ smonetary policy can efficiently be
transnitted in financial markets, but changes in financial marketsmay give ssme mpactson the transnission of monetary policy. S, in
order o minimize shocks t macroeconamy, the central bank is supposed 1o further attend to the changes in financial markets, improve
the trangparency of monetary policy, and coordinate the relation of exchange policy and monetary policy.

KeyW ords Financial M arket, M onetary Policy; Monetary Policy Transnission

JEL Classification: E44, E52, E61

119



