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The Regime-Switch and Duration Dependence of
Inflation Rate in China

Abstract: In this paper, we study the Regime-Switching and duration dependence features of price fluctuation in China based
on Duration Dependence Markov-Switching model and Gibbs sampling. Firstly, we estimate the smoothed probability of
high or low inflation pressure based on the DDMS model, and identify the critical points and the time ranges of each regime
through 1/2 criteria. Furthermore, the results show that there is significant positive duration dependence in the regime of low
inflation pressure, which means that the transition probability to the high inflation pressure will be increased with the
duration of low inflation pressure. The high inflation pressure regime has little positive duration dependence. Lastly, we draw

the conclusions and policy implications based on the empirical results.
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