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Idiosyncratic Fluctuations of Chinese Resident Consumption and Its Welfare Effect
ZHANG Geng
(School of Economics and Finance, Shanghai International Studies University, Shanghai 200083, China)

Abstract: The article proposes a welfare model with idiosyncratic consumption volatility, and esti-
mates the welfare cost of economic fluctuations. (1) The idiosyncratic volatility of China is more important
than that of America. Unlike America, the welfare cost of Chinese economic fluctuations is significantly
increased. (2) More than 80% percent of present idiosyncratic volatility in China can be smoothed by per-
fecting financial market. (3) The welfare of the disadvantaged groups in the economic fluctuation is dam-
aged obviously, and the size of this part of the group is over 10% of the total population. These findings
indicate that idiosyncratic fluctuation is a factor that should not be neglected for China’s social welfare. If
we can try to mitigate the imbalance between trans regional and inter departmental fluctuations, macro
policies can enhance effectively social welfare.

Keywords: Resident consumption; Idiosyncratic volatility; Welfare effect; Aggregate risk; Idiosyn-

cratic risk

FDI, Technological Progress and Regional Economic Growth in China.
Based on the Inter-provincial Panel Data from 1979 to 2013
HUAN Meili', HOU Yunxian', CAO Dangiu', WEI Kailei®
(1. College of Economics and Management, China Agriculture University, Beijing 100083, China;
2. School of Tourism, Hainan University, Haikou 570228, China)

Abstract: It has been shown in the existing literature that FDI plays an indispensable role in the prac-
tice of economic growth, but the conclusions of the study on the effects of FDI and technological progress
on economic growth are controversial. This study attempts to find out FDI inflows in recent years, the
change trend of technological progress and new characteristics presented in regional economic growth in
China. Based on the provincial panel data from 1979 to 2013 and an extended Cobb-Douglas production
function, we studied the role of FDI in China’s regional economic growth. The results shows that (1) FDI
inflows have been significantly unbalanced, and the eastern preference has improved in recent years. Chi-
na’s domestic enterprise technology innovation capability has improved. (2) FDI can play an active role in
long-term economic growth. (3) Technological progress promotes domestic economic growth. (4) Human
capital, export and other factors can significantly promote China’s economic growth, and export trade
presents uneven distribution of regional distribution. (5) Transportation policy confirms the “balance
effect” of government transport investment policies in various regions.

Keywords: FDI; Economic growth; Regional differences; Advances in technology

Specialization and Firm Risk: Evidence from Life Insurance Industry
WANG Xiangnan', BIAN Wenlong®
(1. Institute of Finance and Banking, Chinese Academy of Social Sciences. Beijing 100028, China;
2. Sungkyunkwan University, Seoul 03063, Republic of Korea)

Abstract: Given the difference in resource endowment and other environmental factors where a firm
operates, this paper measures the specialization of a firm as the “divergence” of the product structure be-
tween the firm and the market the firm belongs to, which is called “relative specialization”. This paper
uses the data of sub-sectors of life insurance institutions in prefecture-level regions as the sample. Consid-
ering that the specialization is often an endogenous variable, we construct a proper instrumental variable
using our hierarchical data. The results show that: when life insurers’ specialization increases by one
standard deviation, the loss risk and surrender risk will decrease by 17. 11-23, 77 percentage points and
0. 70-1. 64 percentage points, respectively; the negative effects of specialization on loss risk and surrender
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risk are stronger for financial crisis period than other periods, and are stronger for the regions of more de-
veloped market economy.

Keywords: Specialization; Relative measure; Risk; Endogeneity; Insurance

Expectation Shocks, Housing Sector Volatilities and the Monetary Policy
Hua Yu
(Hopkins-Nanjing Center for Chinese and American Studies, Nanjing University, Nanjing 210093, China)

Abstract: This paper develops a two-sector New Keynesian DSGE model, including an adaptive learn—
ing part which describes the formation process of agent’s expectation on future housing prices, to study
the effect of expectations on the housing sector and the rest of economy. The Bayesian estimation results
show that the expectation shock has significant effects on the housing related variables and spilled over
those effects to the rest of economy via housing sector. It also causes the crowd-out effect on the non-hous-
ing sector investment. Moreover, the impacts an expectation shock have on non-housing related variables
are mainly in the short run. Additionally, the housing supply shock, expectation shock and monetary
shock together account for a large proportion of fluctuations in housing sector. Lastly, the paper suggests
that the optimal monetary policy should respond to the changes in housing prices under the circumstance
where the expectation shock exists.

Keywords: Expectation shock; DSGE model; Adaptive learning; Optimal monetary policy; Housing

price volatility; Bayesian estimation

Do Foreign Strategic Investors Improve the Development of Non-interest Activities in Chinese Banks
—A Multi-perspective Study
GENG Hongyan', MA Chen*, CHENG Maoyong®
(1. School of Management, Xi’an Jiaotong University, Xi’an 710049, China;
2. School of Economics and Management, Northwest University, Xi’an 710127, China;
3. School of Economics and Finance, Xi’an Jiaotong University, Xi’an 710061, China)

Abstract: Using data from China’s commercial banks between 1995 and 2015, we investigate the
effect of foreign strategic investors on nomnrinterest activities. The results show that; First, introducing
foreign strategic investors promotes the development of non-interest activities. The longer time of introdu-
cing foreign strategic investors and bigger shareholding ratio of foreign strategic investors is, the stronger
effect of foreign strategic investors on nom-interest activities is. And sending directors of management by
foreign strategic investors also leads to stronger effect on non-interest activities. Second, foreign strategic
investors significantly impact commission and fee activities, but have no significant effect on trade activi-
ties. Finally, compared with non-state-owned commercial banks, the effect of foreign strategic investors
on nominterest activities is weaker in statecowned commercial banks.

Keywords: Foreign strategic investors; Nomrinterest activities; Ownership structure; Commercial

bank

The Theoretical Mechanism and Empirical Division of the
Provincial Farmland Protection Compensation Based on “Total Value” Accounting
CHAI Duo', LIN Mengrou®
(1. School of Government, Central University of Finance and Economics. Beijing 100081, China;
2. School of Government, Beijing Normal University, Beijing 100875, China)

Abstract: Economic compensation has become a major tool in China’s ecological civilization construc-
tion. Farmland protection compensation is an important constituent of the ecological compensation mecha-
nism, however, horizontal farmland protection compensation among regions is lacking. Under the require-
ments of ecological civilization construction, the conventional idea for determining the compensation rela-
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