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Table 1 Unit Root Test Results of Interest Rate Series

By ADF iiti PP 4 it A ADF 4iit& PP Giiti
i(7) -2.733 - 1.799 Ai (7) =3 3" ~3.697"
i,(30) - 3,347 -1.781 Ai, (30) -4.071* -2.370*"
i,(60) -3.294 -1.785 Ai, (60) - 4,336 -3.093*
i,(90) -2.310 - 1. 696 Ai, (90) =3 178% -2.913""
i,(120) -2.787 ~-1.642 Ai,(120) —~3.565*" —2.646*"
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Table 2 Cointegration Test Results of Interest Rate Series
R FFIE(E ittt 5% I FE
BEELR 0.181 39. 236 15. 495
£,(30),:,(7)
B LR 0. 034 5. 830 3.842
BHMEXRER 0.112 31.795 15. 495
i,(60),i,(7)
B MEXR 0.072 12.218 3.842
WAHBEXRA 0. 099 25. 266 15. 495
i,(90),i,(7)
B AR TR 0. 045 7. 805 3. 842
WAMEXA 0.115 34.092 15.495
i,(120) ,7,(7)
Eh—AERER 0.077 13.465 3.842
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Table 3 LR Test Results of Cointegration Vector

,(30),7,(7) 1,(60),i,(7) ,(90),7,(7) i,(120),i,(7)
Xz it g 3.127 1.221 1.232 1. 016
g2 0.077 0.269 0.267 0.313
+®4 MS-VECM RN BITER
Table 4 Estimation Results of MS-VECM
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Table 5 Summary of Regimes

BiRy R 1 1A 2 1A 3 Bl 4

X i X 1 X il 2 Xifi 1 X i 2 Xl 1 X i 2 Xl 1 X 2
Gk 0.345 0.655 0.276 0.725 0. 407 0.593 0.528 0.472
EHFrEER 17,544 33.333 10. 000 26.316 13.514 19. 608 9.346 8.333
R FREL 0.704 0.285 0.526 0.370 0.531 0.222 0.120 -0.392
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The Nonlinear Dynamic of the Term Structure of Interest Rates in China
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Abstract : In this paper, we study the effect of the term structure of interbank interest rates based expectation theory with cointe-
gration method and VECM using data of weighted average interest rate of Chinese interbank lending market from January 1996 to
March 2010 in China. Moreover, we study nonlinear dynamic process of the term structure under the adjustment of expectation
theory with MS-VECM. The expectation theory is established in the term structure. Under the adjustment of expectation theory,
dynamic process of the term structure is nonlinear, and the two regimes can be described by strong adjustment regime and weak
adjustment regime according to the intensity of adjustment. Different term interest rate changes with the change of the regimes,
and the changing of each regime is asymmetric. Therefore, it should be to find more economic information in the term structure,
and make more use of the term structure in policy making.
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