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Abstract: Based on time-—varying parameter Markov regime switching model and analysis of the differences between
monetary growth uncertainty and business cycle linkage mechanism of China and the U.S, we find that 1) the persistence of
monetary growth uncertainty in the “low volatility state” China (U.S.) is weaker (stronger) than that it is in the “high
volatility state” , 2) unexpected monetary policy has a weak (significant) impact of macroeconomic stability, 3) the
monetary growth uncertainty caused by monetary policy shocks can facilitate (hinder) macroeconomic growth and 4) the
monetary growth uncertainty arising from macroeconomic shocks can inhibit (weakly promote) macroeconomic growth.
Compared to the U.S, China’ s monetary growth uncertainty is more violent, the persistence is weaker in the “low volatility
regime” and stronger in the “high volatility regime” ; China’ s monetary growth uncertainty is mainly caused by
macroeconomic shocks. In the U.S, the shocks from both macroeconomic development and monetary policy changes constitute
the monetary growth uncertainty. In addition, when the money growth uncertainty is high in the U.S, the shocks caused by
monetary policy changes should usually play a dominant role.

Keywords: Financial Crisis; Monetary Growth Uncertainty; Business Cycle; Time —varying Parameter Markov Regime
Switch Model
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