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Influence of economic policy uncertainty on the
price fluctuation of China’s grain futures

TIAN Qingsong, XIAO Xiaoyong, LI Chongguang”
(College of Economic & Management, Huazhong Agricultural University, Wuhan 430070, China)

Abstract Based on the economic policy uncertainty index and the price index of the soybean,wheat and corn futures of
China from September 2004 to November 2016, the time-varying parameter vector autoregressive model (TVP-VAR) is
used to analyze the impact of economic policy uncertainty on the main grain futures price fluctuations. The results
showed that China’ s grain futures price was affected by the economic policy uncertainty, but there were significant
differences between different varieties. During global financial crisis, the post-crisis era and stock catastrophe, the

economic policy uncertainty displayed positive and negative alternation shock of grain futures prices. The shock
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response was fast and the duration was long,and the influence still existed after the 12th period.
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Table 1  Stationary test of grain futures price rate of return and economic policy uncertainty index
T 38 15 471 o e e 7Y mEExX  ADF #mgitfE P{a o B 45 L

Test sequence Inspection type Test form ADF test statistic P value test result
REHEM YRS (0,0,0) J5L R 51 —12.157"" 0. 000 e
Price return of soybean futures
AN BB R W AR AL W (0,0,0) J5UY 51 —11.269"" 0. 000 T
Price return of wheat futures
FARWG MR TR C (0,0,0) J5 e 5 —10. 858" 0. 000 R
Price return of corn futures
LT BUR A E M E (C,0,1) Ji T 4] —3.403" 0.012 T

Economic policy uncertainty

T s % FORTE 1V0KP LB R S, % RRTE 500K F Ll ad 4 465 (C, T KO 4351 32 7R B 30 i 35 I Rl )5 B 5

Note; #*% indicates that the test is carried out at the 1% level, ** indicates the test at the 5% level; (C,T,K) represents the

intercept term,the trend term and the lag order.

x2 BESRPHEESR

Table 2 Lag selection results of model
Lag LogL LR FPE AIC SC HQ
0 —1 864.012 NA 6 723 599. 000 27.073 27.157 27.107
1 —1 803. 608 116. 432 3 533 206.000 26.429 26.853" 26. 602"
2 —1 786.662 31.682° 3 487 243.000° 26,4157 27.179 26.726
3 —1772.182 26.232 3 570 262.000 26.437 27. 540 26. 886
4 —1 760. 585 20. 337 3 816 148. 000 26.501 27.944 27.087
) —1 745.938 24.836 3 909 275.000 26.521 28.303 27. 245
6 —1 738.301 12.508 4 442 395.000 26. 642 28.763 27.504
7 —1727.657 16. 814 4 845 619. 000 26.720 29.180 27.720
8 —1 720.032 11. 604 5 538 873.000 26. 841 29. 641 27.979

T RN 7Tk A S 0 e L T O AR

Note: * indicates the optimal hysteresis order determined by the corresponding method.
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Table 3

MCMC simulation estimates and diagnostic results

il 72

24 ¥ Standard 95% I B 95% F I Geweke TR A T
Parameter Mean deviation 95% Cap 95% Lower W B2 Wi i No effective
shl 0.023 0.003 0.019 0.029 0. 329 7.740
sb2 0.023 0.003 0.019 0.029 0. 843 8.560
sal 0.061 0.017 0.038 0.102 0.026 42.900
sa2 0.071 0.022 0. 040 0.126 0. 896 55. 040
shl 0.421 0. 150 0.192 0.769 0.574 89. 750
sh2 0.416 0.178 0. 155 0. 848 0.022 154. 400
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Fig. 3 The impact of Economic policy uncertainty at different times on the food futures prices
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