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Research on Estimation and Impact of China’s Inflation Target
CHEN Han-peng BU Zhen-xing

Abstract This paper uses the variable coefficient unobservable component model and the extended Kalman filtering to
estimate the government’s inflation target and evaluate its impact on real inflation. It is found that the inflation target esti—
mated in this paper has been significantly higher than the real inflation since 2012, which effectively raises inflation
expectations and successfully offsets the inhibition of economic slowdown on overall inflation. The impact of inflation target
and real economic behavior on inflation has increased significantly after the financial crisis. There is no flattening of Phillips
curve in China, and the government inflation target plays a good anchoring role in real inflation.
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