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Money Growth Uncertainty and Inflation
Uncertainty : Volatility Spillover Effect
Hypothesis and Empirical Test

SU Zhi-fang, HU Ri-dong

(Institute of Quantitative Economics s Huagiao University s Quanzhou 362021, China)

Abstract: Based on theoretical studies on the relationship between infla-
tion and inflation uncertainty, the paper proposes the hypothesis of volatility
spillover effect of money growth uncertainty on inflation uncertainty, and
then tests the hypothesis through multivariable GARCH model by using
Chinese data. The results show that there exists a significant volatility spill-
over effect of money growth uncertainty on inflation uncertainty, which
means money growth uncertainty can provide information about forecasting
inflation uncertainty. It also demonstrates that, money growth uncertainty is
an important independent variable for inflation uncertainty and should not be
ignored. The empirical result also has profound policy implication, that is to
say, reduction in money growth uncertainty can lower public inflation uncer-
tainty remarkably. And it also supports the viewpoint that China’s stable
monetary policy makes inflation uncertainty fall down in later 1990’s.

Key words: money growth uncertainty; inflation uncertainty; multiva-

riable GARCH model (%% &+ M)
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