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Abstract

With the continuous development of the Chinese economy, the People’s Bank of China has adopted
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different macroeconomic policy portfolios to cooperate. As a classic analytical framework of ma-
cro policy, the traditional Trilemma does not specify the primary and secondary as well as the de-
velopment trend of the ternary policy. By constructing an MS-VAR model, we can delineate the ac-
tual configuration pattern of China’s Trilemma and utilize it to study the macroeconomic policy
mix under different regimes in China. According to the regression results, exchange rate stability
emerges as the primary determinant of China’s Trilemma policy, followed by the level of capital
account openness, and then monetary policy independence. Therefore, when choosing the policy
portfolio, the People’s Bank of China can gradually promote the free flow of capital on the basis of
maintaining the stability of the exchange rate, and allocate the weight of the Trilemma policy ob-
jectives according to China’s actual situation, so as to promote the sound development of China’s
economy.
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Aizenman J, Chinn M D, Ito H. (2008) [9]#4)i :

Ml =1-(corr(r,1,)+1)/2
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B%. ERS HUEANT 0 F1 1 2 [H], ERS HUE B AT AE i 2 e e Mol [z #igs.

3) WA P IR
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Table 1. Results of a stationary test for trilemma variables
%1 ZRBREENFRICRBLER

ZE Liokvezit] ADF &itE  1%IEF 5%l 5+ 10% i 5% p {4 B ss R

KA (1,0,0) —4.569 —3.567 —2.923 —2.596 0.0001 P
ERS (1,1,0) —5.032 —4.130 —3.491 -3.175 0.0002 P
MI (1,0,0) —6.354 —3.567 —2.923 —2.596 0.0000 R

T IRt p)h “c=17 TR EHI;  “t=17 FoRalEBIL =07 RoRAIEBI; p FoRi b

RAESSME . B, BEEASE T Z R BB T %R R RIRE, MS-VAR BRI ] LIRILE Fh
R : MSM-VAR. MSI-VAR. MSA-VAR. MSH-VAR; H_EFiRZMHA L& HH G5 N MSIA-VAR.
MSIAH-VAR 5 Z FiE 2.

A Cid i Winrates #0444 MS-VAR &Rz TR, MGG R NE 2, &AM AIC. HQ.
SC {5 BHENE E MSIH(3)-VAR(L)IE,  RIE & w7 22 (i T X il

Table 2. MS-VAR model selection basis
3R 2. MS-VAR #EEEIFIRIE

LL AIC HQ sC LR

MSI(3)-VAR(1) 292.4871 -8.8979 -8.4855 ~7.8415 31.7450
MSIH(3)-VAR(1) 317.9246" -9.3534" -8.7761" ~7.8745 82.6201"
MSIA(3)-VAR(1) 315.9689 -9.0837 —8.4239 ~7.3935 78.7085
MSIAH(3)-VAR(1) 316.7854 —8.7046 ~7.8799 -6.5918 80.3416
MSM(3)-VAR(L) 294.1255 -8.9534 -8.5410 ~7.8970" 35.0218
MSMA(3)-VAR(L) 249.4055 -6.8273 —6.1675 -5.1371 ~54.4183
MSMAH(3)-VAR(1) 249.4055 —6.4205 -5.5958 —4.3078 ~54.4183
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Figure 1. MSIH-VAR model zone system conversion filter probability, smoothing probability,
and prediction probability plots

& 1. MSIH-VAR 1R X FIEEH#ERE R . iR ATUNEST R E

TEF 3 % 4 Hor s T 25 IX G4 Jm M R0 IX AL R MR R R R . PTLAE Y, X — REE AR N
93.16%, “FIRFLENT N 14.62 NZRSE, XH| ZRRSEIMEEEN 88.79%, ~FIHFFLLNT Al 8.92 M, X
B = RSN 96.13%, “THIRFSERT AN 25.85 N2, Bon T =X ERE . XHl— /X
TP RER O IX i =, BLIX i — ) X A A 6.84%;:  AIX il — LT AN AT REH 4k 9 X il
=, DX X A A 11.20%; X = T L P AS AT R R X il —, B N IX )
N 3.87%. 7 AT LIS H 4518 : B = etz iR S bl B A% J AR (kA AT REA2 S Ve F I AR Y A 45 8

Table 3. MSIA-VAR model zone conversion properties

5% 3. MSIA-VAR ##E 8! [X$4E B 14

X il — Xl = X =

TENIRES W I FEA S 16.0 18.1 24.9
ks 0.2712 0.3068 0.4220

FFELHA 14.62 8.92 25.85

Table 4. Zonal transfer probability matrix for MSIA-VAR model
= 4. MSIA-VAR 5B K X $ll 55 #4556 P4

Xl
X #l— X#Hl= X#=
X &i]— 0.9316 0.06839 1.127e-033
X &= 0.1121 0.8879 3.319e-031
XH= 2.367e—039 0.03868 0.9613
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Table 5. Zonal linear constraint regression results

5. DXBIZMAREAER

ZE EVZES§
KA 1.499™ (0.386)
X ] — ERS 1.882"" (0.0565)
Ml 0.173™ (0.0629)
KA 1.407 (3.693)
X#l—= ERS 2.192" (0.301)
M 0.101 (0.295)
KA 3.211 (4.037)
Xl = ERS 2.1917 (0.279)
M 0.109 (0.245)

Standard errors in parentheses; ~ p <0.01, “p<0.05, “p<0.1.

IR EE R A T R BREE— e R LR AR BARRBURE, SAAE R, SuMECRHE
BRI AR IS AEAE R, IE R 2 oh [ = CEOR B AR 370, AR P IFBOR R, 1 MEoE
7P TRV o 76 IX S — 78 25 R RIS P = 0O AR 0 B AR BE 1l B A BV %6 e 1 (1.882).
VA P FR(1.499) B8 BT E(0.173) . A NI I, HTEL T X ] — W AR 1 FHORE R A
TR R BRI A AR (1.407), IC R MBI /7 EAL(2.192), (AT = e BORAEA MR E], v o
FFRCEE T — 58 Mt B A ST I (0.100) o 33 5 X sl — I V) 7 5 90 BB 9 10 801 I B Xt I, KB 7 v ] ok
FFAEIC S 16 % 590 36 7 T X P R RO TR RS, b N X o I, AR P TR B 45 1 i i oK
(I TEAL(3.210), 355 X ] == INF 15 788 26 0 B A0 0 o 3 5% S MR RS B2, P 7E BTSSR R 5 R,
T BBV AR N 1 B R
5. &5

2B LR =R BR X T rp [ W BORAEZEH e A 18 T RO RERMIBOR, IERREHR N =
TCHOR AARNETE, HR AR P [ WA B A4, A B SR AT R AR 22 57 A JR X ¥ 227 5K H AR =t
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