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Feasibility Test of Core Inflation Excluding Food

Tan Benyan & Huang Shuangchao

Abstract: Some Chinese scholars oppugn the scientificalness for applying the widely used measure of core inflation by
excluding food and energy to measure China’ s core inflation. Based on analyzing the definitions and measures of core
inflation this paper apply the technique to test permanent and transitory domain force in time series based on common trend
and common cycle model proposed by Vahid and Engle ( 1993) making analysis on the feasibility for measure of core
inflation by excluding food according to the monthly data of CPI by Category from 2001. 1 to 2013. 5 in China. The study
turns out that the food price is not only the permanent domain force of CPI but also the transitory domain force so the
measure of core inflation by excluding food don’t accord with the connotation of core inflation.
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