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Testing on real output effect and inflation effect of external economic
shocks: Analysis based on new Keynesian DSGE model in open economy

LI Junjiang'*, HUANG Xiaoyu®

(1. Center for State-owned Economics , Jilin University, Changchun 130012, China;
2. School of Economics, Jilin University, Changchun 130012, China)

Abstract: By constructing a new Keynesian dynamic stochastic general equilibrium model under the open economy,
and starting from general need, supply and finance based on unified framework, the present study explores the influence
of such four open economy shocks on China's real output and inflation as world output, world trade, world technology
and exchange rate, and simulates the regulating effect of monetary policy. Research findings show that the four kinds of
heterogeneous positive shocks can promote the rise of China's output and inflation, and that the output effect is greater
than the price effect. World output and trade shocks only exert short-term effects, world technology shocks exert
long-term effects, and exchange rate shocks produce positive effects in a short term but negative effects in the long term.
By adopting Taylor’s rule including the exchange rate factors, counter-cyclical regulating effect of monetary policy can
be fulfilled. In this regard, we should attach importance to and treat rationally the impact of the world economic shocks
on China's economy, hence enhancing the pertinence and foresight of regulating policy.

Key Words: open economy; open economy shocks; real output effect; inflation effect; new Keynesian DSGE model
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