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A Measurement of Residents’ Inflation Expectations
in China: Evidence from the Data of
Inter-bank Bond Market

LI Chun-qi, WENG Yi

(School of Economics s Shanghai University of Finance and Economics ,

Shanghai 200433 ,China)

Abstract: The measurement of inflation expectation is a prerequisite for
inflation expectation management. Based on the persistence of inflation, this
paper incorporates real inflation rate into traditional factor model under the
no-arbitrage assumption,and estimates the residents’ inflation expectations
in China by using the data of inter-bank bond market. It shows that the resi-
dents’ inflation expectations in China do not completely satisfy the assump-
tion of rational expectations and deviate regularly and systematically from
actual inflation owing to the change in short-term real interest rate. It pro-
poses that to strengthen the perspective function of money policy can help to
eliminate the deviation and curb actual inflation.

Key words: inflation expectation; government bond yield; monetary
policy
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