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A Research Based on SV-TVP-VAR Model of the Impact of FDI on Inflation

Duan Jun Zhang Baoshuai Tian Ying

(College of Economic and Management, Chongging Normal University, Chongqing401331, China)

Abstract:In order to reflect the time and non-linear characteristics of the impact of FDI on inflation, this
paper discusses the mechanism and path of FDI on inflation from three aspects; monetary effect, investment
effect and exchange rate effect. On this basis, we introduce random fluctuation model and time variation
Parameter to the VAR model, and then build the SV-TVP-VAR impulse response model. The empirical study
shows that the impact of FDI on inflation has obvious time—varying characteristics. The impact size has obvious
difference in different lag periods, and the longer the lag is, the weaker the effect is, and the transmission
mechanism of FDI inflow to inflation is becoming more and more flexible and more efficient, based on different
points of time the impulse response intensity of inflation in the first 9 period are more significant, but after 9
period basically on the loss of inflation. At the same time the robustness test shows that the conclusion of the
article is reliable.

Keywords : FDI ; CPI;inflation; currency effect; investment effect; exchange rate
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