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The Relationship Between Macro-economic Variables and Interest Rate Term
Structure in China

-An analysis with VAR-ATSM

Shi Zhuxian, Sun Hao, Deng Chuang

Abstract: Using the VAR-ATSM, we put economic growth, inflation and interest rate in a frame, and we analyse
the mutual action of the variables and the predictability of interest rate term structure to the variables in economy in
China. Through the impact and respond between the interest rate term and the variables , we find that inflation is
the key factor affecting the anticipation of short term interest rate moment, and the central bank guards the inflation
brought by the high speed economic in China.At the same time, the moment of interbank offered rate can predict
the moment of the variables in a certain extent.. The term spreads are bigger, the predictablity is better, and the
predictablity including the short term interest is better than that not.

Key Words: intererst rate term structure; economic growth; inflation; interest rate; VAR-ATSM
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