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Inflation Spillover Effects of China and G7 Countries
BIAN Zhicun, LIN Shuang, BIAN Weiwei

( School of Finance, Nanjing University of Finance and Economics, Nanjing 210003, China)

Abstract: This paper adopts the frequency domain correlation method to construct the inflation spillover network of China
and G7 countries from the perspective of time domain and frequency domain respectively. Relevant spillover effect measurement
indicators are set to examine the dynamic characteristics of inflation spillover effect, focusing on analyzing the inflation spillover
effect in China. The research results show that, first, the inflation spillover effect between China and G7 countries is
significant, and the inflation of one country is obviously affected by the inflation spillover of other countries. Second, the
inflation spillover effects in different frequency domains show the characteristics of ‘regional system switching”. Third, there is
an obvious ‘regional agglomeration” effect of inflation spillovers. Fourth, China’s inflation is more strongly affected by domestic
factors, while inflation spillovers will rise sharply during extreme periods. Fifth, the U.S. inflation spillover effect are the
highest in the sample, and will have a significant impact on China in the long run. This paper argues that, in order to achieve
domestic price stability, China should focus on resolving internal conflicts, strengthen inter-eycle adjustment, and ease supply—
demand conflicts; expand the two-way fluctuation of exchange rates, and strengthen policy communication and coordination with
other countries; improve market transaction mechanisms, improve the supervision of cross-border capital flows and prevent
externally imported inflation.

Key words: inflation; spillover effect; international transmission; frequency domain correlation method



