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A Study on Chinese Business Cycle Based on the Nonlinear RBC Model
CHEN Li-feng

Abstract: This paper uses the nonlinear moving average method to get a model of the Chinese business cycle, based on which
the fitness of the nonlinear model with the linear model is investigated and compared. Empirical analysis shows that the NMA
model fits the economic data better. This paper argues that the reasons are; (1) the linear model ignores the high-order com-
ponents; and (2) much more exogenous parameters was introduced during the linearization process and led to much more bias
when the parameters are calibrated. So, the nonlinear moving average model is better than linear models.

Key Words: actual business cycle; economic fluctuation; three-sector economy; household consumption; government ex-

penditure ; fiscal policy; nonlinear RBC model
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