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Table 2 Estimations of Monetary Policy Equation
EN 4 K1 KRy 2 KiRd 3 KRl 4 BBl 5 KRl 6 KERd 7 KRy 8 KiZL 9
(B,.B,) (1;T) (1,2} (1,3) (2,1) (2,2) (2,3) (3,1) (3,2) (3:3)
0. 981 0. 986 0. 963 0.945 0.942 0.925 0. 957 0.933 0.927
P (0.014) (0.013) (0.019) (0.017) (0.018) (0.021) (0.028) (0.026) (0.026)
A 9.522 11. 563 6. 708 3. 342 3.184 2.213 7.747 2. 044 1.334
4 (5.018) (6.551) (1.425) (1.684) (0.868) (0.965) (6.546) (0.994) (1.357)
A 5.926 8.073 4. 098 0,035 0. 035 0. 031 0. 000 0. 000 0. 000
2 (3.822) (7.343) (1.781) (0.010) (0.010) (0.009) (0.000) (0.000)  (0.000)
-0.161 -0.168 -0.127 0,007 - 0.007 - 0.007 - 0. 000 - 0.001 - 0. 000
o
* (0.028) (0.024) (0.017) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
A 1. 402 6. 331 1. 341 1. 844 2.275 0. 668 0.913 4. 658 0. 869
7 (2.767) (7.592) (0.450) (0.980) (2.402) (0.264) (2.381) (2.857) (0.354)
0.095 -0.592 0. 209 0.371 - 0.402 0.183 -10.575 -0.485 0. 196
aT
’ (3.804) (0.182) (0.052) (1.293) (0.181) (0.040) (30.862) (0.094) (0.045)
R 0. 987 0. 987 0.979 0. 988 0. 988 0. 981 0.979 0.943 0. 968
S. E. 0. 488 0. 503 0. 637 0. 482 0. 485 0. 608 0. 627 1.043 0.784
D. W. 1.532 1.498 1. 656 1.497 1. 541 1.710 1. 140 1. 480 1. 494
J-statistic 0.083 0.069 0.045 0.056 0.043 0.036 0. 000 0.031 0.041
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Recognition and Test for Asymmetry and Zone-like
in Monetary Policy Rules

Zhang Xiaoyu,Liu Jinquan
Quantitative Research Center of Economie, Jilin University, Changchun 130012, China
Agriculture School, Jilin University, Changehun 130062, China

Abstract ; Basing on analyzing monetary authority’s preferences, we construct a flexible model of monetary policy reaction, which
can identify the nonlinear and asymmetric adjustment of nominal rate to inflation gap and output gap, and the Zone-like characters
of monetary policy when inflation and output varies. Using the weighted average seven-day inter-bank offered rate to measure the
interest rate, we estimate the flexible model of monetary policy reaction by GMM. We find that there are Zone-like characters in
adjustment of monetary policy to inflation. Monetary authority don’t adjust nominal interest rate when inflation gap is little, but
monetary authority would adjust nominal interest rate if inflation gap is over the range, and as the inflation gap increases, interest
rate react more strongly to inflation, and this process shows a significant nonlinear features. Basing on analyzing monetary authori-
ty's preferences, we construct a flexible model of monetary policy reaction, which can identify the nonlinear and asymmetric ad-
justment of nominal rate to inflation gap and output gap, and the Zone-like characters of monetary policy when inflation and out-
put varies. Using the weighted average seven-day inter-bank offered rate to measure the interest rate, we estimate the flexible
model of monetary policy reaction by GMM and test parameters in constraint condition. We find that there are Zone-like charac-
ters in adjustment of monetary policy to inflation. Monetary authority don’t adjust nominal interest rate when inflation gap is lit-
tle, but monetary authority would adjust nominal interest rate if inflation gap is beyond Zone-like. With the inflation gap increa-
ses, interest rate react more strongly to inflation, and this process shows a significant nonlinear features.

Keywords ; monetary policy ; inflation gap;output gap; GMM
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