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« beta 0.300 0.100 0.231 0.377 0.501 0.257 0.418 0.581 0.397
X beta 0.600 0.100 0.492 0.628 0.754 0.392 0.542 0.676 0.585
Y beta 0.050 0.025 0.012 0.031 0.050 0.011 0.048 0.081 0.039
v beta 0.950 0.100 0.935 0.952 0.971 0916 0.939 0.959 0.945
T beta 0.640 0.100 0.611 0.696 0.813 0.577 0.710 0.842 0.703
Kp beta 0.700 0.100 0.908 0.925 0.942 0.855 0.891 0.925 0.908
K beta 0.100 0.050 0.020 0.085 0.148 0.020 0.089 0.154 0.087
K, beta 0.400 0.200 0.371 0.558 0.754 0.357 0.530 0.687 0.544
K1 beta 0.300 0.100 0.169 0.314 0.461 0.350
Pe beta 0.600 0.100 0.469 0.572 0.693 0.465 0.563 0.667 0.568
In beta 0.600 0.100 0.537 0.628 0.722 0.490 0.576 0.657 0.602
P beta 0.600 0.100 0.410 0.574 0.715 0.432 0.605 0.751 0.589
o inv gamma 0.001 0.100 0.018 0.024 0.029 0.021 0.028 0.034 0.026
o, inv gamma 0.001 0.100 0.009 0.014 0.020 0.007 0.011 0.016 0.013
Og inv gamma 0.001 0.100 0.000 0.000 0.000 0.000 0.000 0.001 0.000
o; inv gamma 0.001 0.100 0.000 0.001 0.003 0.000 0.001 0.002 0.001
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R 6.61E-07 4.30E-06 -4.62E-07 9.06E-06
T 1.19E-05 1.07E-05 3.50E-06 1.79E-05
y 2.03E-05 3.32E-05 2.07E-05 4.57E-05
i 3.50E-04 8.55E-04 5.67E-04 1.14E-03
Covariances
R_m 3.23E-07 3.21E-06 -2.05E-06 8.46E-06
R_y -2.38E-06 -5.09E-06 —-1.05E-05 3.20E-07
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T_i -7.91E-06 -3.23E-05 -5.29E-05 -1.17E-05
y_i 2.02E-05 1.35E-04 8.47E-05 1.85E-04
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Macroeconomic Effects of Asymmetric Monetary Policy Intervention on Asset

Price Fluctuations in China Simulation and Analysis Based on a Piecewise
Linear NK-DSGE Model

FENG Gen—fu', ZHENG Guan—qun’

(1. School of Economics and Finance of Xi’an Jiaotong University, Xi’an 710061, China;
2. School of Economics and Management of Xidian University, Xi’an 710061, China)

Abstract: Asymmetrically intervening on asset price fluctuations is common in monetary policy practices of
major economies’s central banks around the world. However, the macroeconomic effects and potential risks of
asymmetric intervention haven’t been paid enough attention nor fully explored academically. This paper incorporates
the pattern of asymmetric monetary policy intervention on asset price fluctuations of China’s central bank , namely
“preemptive easing”, into the general equilibrium framework, to construct a piecewise linear New —keynesian
Dynamic Stochastic General Equilibrium model, and investigates the macroeconomic effects and potential financial
risks of the asymmetric monetary policy intervention with an piecewise linear solution mothod named Occbin and
numerical simulation techniques. The research finds that, asymmetric monetary policy intervention on asset price
fluctuations would exacerbate nonlinearity and asymmetry of the economy to some extent, but has little effect on
promoting economic prosperity or dampenning recessions. Conversely, it would lead interest rate to stay below its
equilibrium level for a long time. Therefore, asymmetric monetary policy intervention on asset price fluctuations
might be a major source of endogenous financial risks, to induce resources misallocations and severe financial
imbalances, the finding fits the economic reality of “The Great Moderation” period before 2008 financial crisis very
well. Based on numerical simulation and comparison, the research also implys that a transition of monetary policy
intervention on asset price fluctuations from “asymmetric” to “symmetric” could reduce these aforementioned risks.
These research results are of great significance to ameliorate monetary policy of China’s central bank and to avoid
pitfalls like the subprime—mortgate crisis in America.

Key Words: asset price fluctuations; asymmetric monetary policy; macroeconomic effects; piecewise linear
New—Keynesian dynamic stochastic general equilibrium model
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