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Structural Price Increase:. Money Supply, CPI and Property Price
Zhang Jieping and Liu Xiaoguang
(National School of Development of Peking University; National Academy of
Development and Strategy of Renmin University of China)
Abstract: During the last decades, China’ s money supply has been growing rapidly, resulting in
moderate CPI inflation and significant property price increasing. That is “structural price increase”
phenomenon. This paper uses a DSGE model to analyze the mechanism of this phenomenon. The
simulation results show that money supply growth rate increasing by 0.5% will prompt the real
housing price to increase by about 0.40%, while the real CPl to decease by about 0.15%. It
suggests that monetary shock does produce “structural price increase” phenomenon in China.
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