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The Fluctuation Characteristics of China’s Economic in The
Opening-up Process: Simulation Analysis Based on the New Keynesian
DSGE Model

Abstract: In this paper ,we establish a New Keynesian DSGE model that contains two countries’ economy ,using the
Bayesian method to estimate the parameters. Then comparing the differences between the response of the economic variables
for the monetary policy shock in different financial openness. Finally, explaining the affect channels and directions for the
output and inflation that they are affected by a variety of impacts. We concludes: (1)Model is adaptive for study of China’s
economic fluctuations;(2) Through the variance decomposition, we find that most shocks have the biggest affect for our
economy in the moderate openness of the financial, foreign inflation’s affect increase with the increasing of the degree of the
openness, China’s monetary policy shock is opposite;(3) Through the impulse response, we find that the smaller of the
openness, the greater of the output response to the monetary policy shock in the medium term. the policy path is almost no

difference under the moderate and high degrees. Inflation’s responses are not significant for the change of the openness;(4)
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Through the comparision of the shocks’ affect, we find that output and inflation have a greater degree of response for the risk

premium shock. foreign inflation shock and the foreign interest rate shock.
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