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Table 2 The Change of Price Dispersion over Time

2004 4E 2005 4F 2006 4F 2007 4 2008 4 2009 4= 2010 4F 2011 45 2012 4F 2013 4F 2014 4

] 2.066 1.478 1.350 1.279 1.200 1.232 1.015 0.907 1.164 0.951 0.848
Mgt ifEZE
i 2.150 1.436 1.239 1.284 1.174 1.199 0.942 0.836 1.187 0.840 0.773
Pl 2.397 1.317 1.173 1.129 1.169 1.186 1.098 0.829 0.808 0.800 0.784
s 1 43 e B
g 1.721 1.105 0.964 1.016 1.045 1.116 1.039 0.814 0.751 0.779 0.725
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Table 3 Price Duration in Four Interquartile Ranges BT %
1 4 2 4 34 4 4F 54 6 LI IR/
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AR A X E Q, 37,655 16. 806 8.311 4,145 2.070 1.205 1.322
WRBIIIA XA Q34,732 14. 470 7.115 4,147 2.897 1.788 1.355
BESMMNAIXEQ,  39.886 14.552 5.204 1.642 0.491 0.167 0.950
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REWMRE W EER AN ESEREK
M. QBIFTHEMALTRME(ERM) £ 1 4F 1

KT, B A B R T, B2 AR 3

THEMALTRE(BRME) & 1FWEKEM4E
HEGEPYRETHRRTER, F4THENALK
RREBMRE)EIFHAN4ENEEFELIR

FRAEAT W9 5 00 3, Kt RO B Y T R A A 1 1 AR
Hea BT R, @Y T 5 i X a8 4ol
TEF — B 56 55 B B0 0T O b X |) B9 HE 3R K T 75 %5 31
EEA R E S, Bmad s Eess—
ERFEN M, IR VARIAN? R il () B A 52 4
Y AL

THE A0 lk Ay #% 1) 5 1] Spearman S5 A C RE. @
T ¢ 4E BE Y« 4F B A 25 3 Spearman 45 9% M € R B
P M

) (Rank,;, — Rank,; , y*

Pt = 1_6
. % N

(2)

Hop NAEIBTNERTS EFRCFHEEE
B B H ; Rank;;, O D30T ¢4F 09 B 7 3 7 j 4 ok
B AE N, KAk A HEA 5 Rank, ;R i SR T ¢ 4F 1Y
ERiGHit ks ENRLLFRHEL 5
Z M E,x= 1,2, 8. RS G M p;,, B9 EF A AL
B 1S AT, 1A A A 5K AR BORY 2 6 A0 P £ BAR
#ad 70.300, {H W55 2 4 8 A & R B B R /D
B ot AfE LA G PR 3 — 309 o £ okt A i 45 1 O 2 T
P4 Ja 1 A Ml A% HE 4 o

SR LR ot AT A, T B A ol O % RO R R B 3h
BAR®H GHRIE. XHBTEHAETLISE
iR MAmERENRXET, ERTEMHHES
A fe] AT LA RS2 A7 7E -

4 BEEKNNMEERN GHNMBRINER
41 BB . GEAYE
i 5T R B X 4 RO A A T BB R

R4 MBEOXNREANSRRNXEBER

Table 4 Markov Transition Matrix of Price in Four Interquartile Range BT %
1 4E 34 4 4
¢, 0, ¢ 0, HEE/A Q, 0, ¢ 0 HEEAN

A #8470 X R A & 20 AT R R B
Q, 45844 27.613 14.239 12.304 4 860 Q, 30.463 28.879 22,055 18.603 2 462
@, 25.815 37.650 23.462 13.073 5737 Q, 24,227 33.924 26.277 15.572 2 877
Q, 15.268 29.112 34.732 20.888 5 338 @, 19.404 31.182 30.502 18.912 2 649
Q. 22,294 24.149 28.053 25.504 6 199 Q. 23.449 27.331 26.758 22.462 3 148
B & 73 xi X (B e A B /D AT R B U AR
Q, 52.190 26.630 14,764 10.983 4 860 Q, 34.445 27.950 23.181 16.451 2 462
@, 29.382 36.317 24.324 11.687 5737 @, 27.407 32.826 27.626 13.775 2 877
Q, 17.397 28.082 36.005 18.654 5338 Q, 21.945 30.173 32.059 16.720 2 649
Q. 26.443 23.285 29.098 22.760 6 199 Q. 26.519 26.472 28.114 19.861 3 148

EARGHAANAERGFE TN AT ZRA100% (FEWL AN EHEMME) ;BRSO AMAERS THFT
HEAEFRE AE-FHINMAFTZIHAE10FEMDPHER EFAESDAN,
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Table 5 Inter-temporal Rank Correlation Coefficient of Firms’' Price

14 24 34

414 5 1 6 i 7 A 8 i1

kA ht 1161 979 800
¥ 0.326 0.070 -0.006
i 0.364 0.083 —0.003

-0.025
-0.021

627 455 303 188 104
-0.055 -0.028 -0.042 -0.032
-0.050 -0.017 -0.024  -0.036

STD, /IQR,, = B, + B,| ExInf |, + B,| UnExInf| ,, +

ﬁ‘:Z—T._. +o: +m, +e, (3)
Hoo, | Exinf, | T80 8 52 B Bk A0 45 36t L, | UnExinf, |
S T 5 3 T R K o 4 X 1B, AR I SR T —E M R G
Z Yo 45 76 B 1 B, BB £ AT AE R B 0 4 R B S
B B R B SR T AAE L R eI E Nk

7= 4 {f (GDP) %4 §L . A3 GDP(%) 0 % B AT

W JE (Density) | R 45 b 7 GDP {) Lt H ( Serve) , # & #2
JE (Edu) F14: B R &2 BE (Finance) ;8, 4 B , B,
M, ARG R, B A ERZEER BN R,
e, AT A b, Fllm, , 53 5 45 A B4 B AR AL i
T A AE A0 AR B8 SR T A AL i 4R BE R AE o AR 4 BT R
BB EBE v, ERT - FEFRTHHMEN
O(Ble,,=0),rLiSTD,, it L BETFEIv,,,
IQR, , 5 b5 HE 2= A6, 7 32 4% B 3 (8 B9 2% Wil

L0 A SO PO R/ & B A R g R
H

RankVoli,, = yy + v, | ExInf| , ,+ v, | UnExInf |, +

732{1-1""1’1' +m, +&;, (4)

HH, RankVoli; , Ay i 3k T ¢ 4F BE 1) % [ 11 5 b 4 ol 47
BHBEMNERAHRRE" .y NWIET, 5, fly,
AFEHTHRE, v VEWNEENEBR R, & K4
BT RankVoli; , iE LA
_ ERWSARE R 1 4R

Spearman 54 K R &L
=1=-pi
< (Rank,,, - Rank,, )’
X M- o

A<t 9% K Fil FISCHER et al. "0 80387 W% & F
T390 0 A 904 S AR R Bk R 0 i AL, A Gl R
Rk ER = b 10 08 67 2 K 3, 4 4 T 0 0T B2 ik R
=AWk -THEEEKE. B TARRES
FY B B A B, o T 3 B 1 B T A0 A W,
R FH 3 4 oA AT A A A A

E K GeHER ] B2 Al 5 R Ak B s X B
R OLBR 35 SR, BT LLAB R ok F & &
A 1T 9% A% 15 B BUIR = F 3 ik B & i B
H(HRE BEET)NFELE(FRITFEL . £ F
B RBRFELF)., A, 04 X TEERNHE
5 AF M v oK BE T AR SR T B O BT I N R L R

th CDP\%\Density‘Seme MEMBEEEA(CHE

RankVoli, , = 1

WWaitEE) HP, mFFELEFEBERE M
B, R A B4R B A A TR R E R R BOR B B3
2014 FE AR KT O BiE Bl AR R
TEAME BFKFRABRTHERKREE SF
FEANMLCEER. S8R REREERMHES ML
ANEE AR MA AL EER., X F(hE
WGt L) BB B R B RERER(TRE
EKMEF G FEE) TUASF. b T IO E =K
MEMBEREKEEAMAERENAZR, T F
{4 B X 1 A8 248 JOH B SR T - 4R AR AR R
T A it/ T 80 30 P IR - R R A R (2 119) . K6
SRR G SR, 26 T R R B B
i 4% IO 43 {37 BE R0 T AR R A R B B R O 22 1 35 B

& B ML 29, TS 5% I A0 4 T8 3 91

MkwfrEERE@d T & B0 E, Bk, 8%
FEXFHXA4NEENRAEBEARANEARERYE.

1 #E A7 B85 43 07 A0, B A B A Ok T B RS B
TEESNCBEBMNMEEXR. MR EZE (M
PO 43 i B ) 5 91400 R 5% B i R i 46 X (8 A AR B R
1 B BK 22 1y 28 %) 11 Spearman A 26 R 304 51 Jy 0. 082
(0.080)F10. 115(0.095) , WA 1% M KF L RBE. |
T AR S O A b B 5 TR GE 6T B ik 3R 0 e X (E AN HE T
191 38 5% I Mk % 9 4 X (B ) Spearman A ¢ & 4 5 A
0.111 f10. 145, ¥ FE 1%MKF LR ¥FH, XHERS
IERERASH BN () HhEEIELN
TH (H, )R T {5 5 R B S 09 B (W) AL (=
EHCES T HAEREDAN RIS R, T HE
EmFERMZmwm, FEHTEZERER T
4.2 DRBRAH

27 &5 th BT R Bk % A i B R e R Ak S SR
(D)F~ (6)FU 9 P AZ B2 Rt dedriE 2=, (1)3]~ (3)
3 35 1 T 3 T [ RE AR N R0 AR BE [ B RN, (4) 3 HE —
HEH T 6 AR T RRAE AR L, (5) 5 4 T
T [& 5 0L 0 6 A I 25 A 3 1T FR AR AE &, (6)F
T A B [ RE SN 6 A e AR Y ek T AR IR AR B

@ ExInf| §9 54~ R EUAbTHEH A E, A (3) 5,
(4) 50 F0 (6) HIM BB THEAN B A% B &, H
W U ETNHEREKSMHEERHIXRE.Q
| UnExInf| 835 F B iHEH A IEm B3, B, X
5 T IF T A G 5T B M (4 X (B ) X U ks B B AT OE W)
Hu L FEEREEFERN I (H,). (7)
F 0 (8 ) 5 iy K2R & O 4y 48 U 7 A2 BE , 5 HT 65 iy 45
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Table 6 Results of Descriptive Statistics

FEAH {E PRI B/ME A N
STD 1 365 1.119 0. 465 0.223 1. 063 2.717
I0R 1365 1.012 0. 526 0. 103 0.915 4,709
RankVoli 1161 0. 674 0. 323 0. 000 0. 636 2. 000
ExInf/ % 1365 3. 581 3.307 - 4,500 3. 100 25. 800
UnExInf/ % 1 365 - 0. 156 3.781 —-23.200 0. 300 10. 000
GDP/ {ZJG 1357 18 580. 991 2 223. 851 129. 650 1065.371 19 196. 690
%/ gL/l N 1355 34175.865 22 452.030 4 475.000 27 904. 580 136 948. 000
Density/ TN 7/ FHAHE 1332 0.052 0.036 0. 000 0. 047 0. 247
Serve 1357 0.377 0.093 0.036 0. 368 1. 051
Edu 1277 0.021 0.025 0. 000 0.011 0. 125
Finance 1332 0.035 0.012 0.009 0.034 0.113

AR THXFEORBALER SR VOB R AL T FTOHRATAE RO ER RankVolith st AP T 14

e
R BEEKMNMEEBOREN
Table 7 The Effects of Inflation on Price Dispersion
STD,, IQR,,
(1) (2) (3) (4) (5) (6) (7) (8)
— 0.017** 0. 009 0.010  0.023***  0.007 0. 007 0. 007
= (0. 006) (0.007)  (0.007)  (0.005)  (0.005)  (0.006)  (0.007)
0.021°*  0.016™  0.018"* 0.010" 0.016**  0.015  0.017**
| UnExInf |
(0.006)  (0.007)  (0.007) (0.005) (0.007)  (0.007)  (0.007)
- 0. 273 —- ; LR 2 kA .
e 0. 551 0. 146 0.078
(0.202)  (0.127) (0. 024) (0.192)
, €DP 0.149  0.301*  -0.152**" ~0.077
, cop
Popu (0.146)  (0.135)  (0.031) (0. 138)
_ ~0.143  —0.261 0.030° 0.026
InDensity
(0.340)  (0.343) (0.018) (0.323)
~0.369 -0.926"  -0.282 0.333
Serve
(0.436)  (0.382)  (0.173) (0.414)
v 1.083 -1.171 1.754** 0. 341
. (2.272) (2.259) (0. 659) (2.154)
. ~0.444  —0.944 1.805* 1.908
e
e (2.194)  (2.132) (1.020) (2.080)
VYT [ 7 RN b il kil b il il Bkl el il
4 [ [ 78 A0 = il el et il £yl el
R 0.394 0. 395 0.396 0.403  0.367 0.212 0.397 0.411
s R 0.280 0.282 0.283 0.282  0.246 0.201 0.283 0.292
B 1 365 1365 1365 1221 1221 | 221 1365 1221

RN FEABNEFRS AR R B FANBBEARTERREZGOE LR, W THASE PN E T HE
BEXSHTHBE AR DEAHAFALEZR; " AL 1% D EHAF LEIE, "ES%H B ERRELEE,
AEI%RH EERRTFLERE, FA.
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S, BT 67 B O A A B R E
SE TUHA G 55 B B (4 R (R 3T A% B ECR B3 M IE
M. B, TR LIFRLRA LB
W(H,), ZHFEREZEIBILHTN(H,). 58
BAHXTRML, R TRFERREEREKFET
A9 [E #9#F 4, FENGLER et al. W BF x & 3L 7 3£ B2
ALAF S IR, AN (RETLH R R) 8 I8
AEMNEER. MATRHER S ZXXF S
WM R
FERBAGHHEME X b, 8 F O b5k 2, A5
RUREE ((4)3]) fAKER &S ((3)3]) (b
R E L, B ETBES W RESH 14
B A &5z 6 MG ETE

SIS0 st 0 o B 1 4

ZER I EAF (1.119) 8 1.519% . XF T 4 #% 1 5 iz
B, DR FUR S R Boi B (8)F1 O o, 48 B 3F B
BREKRBRZNHIANE A SGE R Z 8 45
S BE ZE 37 0. 017, 728 3l f) I BE o5 B A< of 4 4% 19 43 iz

0.017(

BB i 4 B 7K F (1.012)1191.680%

NN EMEEHREEBI LEVHRMNESER. &
F7 e 4 ) ek 7T [ S ARONE AN AE BE B RE R (4) 3
@I F .6 M ERHMERBHIAREEITRESE. HA
i 4F B B O ((5)3)) B, B mERERS
v, A e i [ E R ((6)F1) B, BB 4 i
FZERABMHTENERSEERE THE, XI
B T L — R AR B R AF R S B A I T [
SE R PR B2 W, R 1) R 2 36 T [ S AR R e B
R R A -SSR EEMES EH RSB
BEE ALy B RS T M /% BB, & | UnExInf|
B 2R BOfil 1 E AE 8103 py AR b AN R, BT DL E TEH R
5% 0 i Xt 48 1S TR R e EL A B A RO R

7 8 & 1 A B B Mk X TR AR XU AR U 3h B we Ay
R, ()5~ (6)5] R F M 1l 2 fit 8 /N — 5 )
I3 (LSDV), (1)3 ~ (3) 3 a1 T 3ok 77 [ 5& 2% 0z 47 FE
[ 58 L, (4)5 3 — Bl T 6 4 B 28 B 3% 77 AE
AR, (5)FI G T W E E R A6 A AR T
FEAEAE &, (6) 545 ] T 4F BE B R BN A 61 B AR Y

xRS BEREKX SHENEBRNER
Table 8 The Effects of Inflation on Firms' Relative Variability

RankVoli, ,
LSDV Tobit
(1) (2) (3) (4) (5) (6) (7) (8)
—— - 0.003 - 0.009 - 0. 009 0. 005 ~ 0. 000 - 0. 006 ~- 0. 006
alnf (0. 005) (0.006)  (0.006)  (0.005)  (0.004) (0.006)  (0.006)
0. 009" 0.013°°  0.013*" 0. 008 0.013"** 0.014"*  0.015*"
| UnExInf|
(0.005)  (0.006)  (0.007)  (0.004)  (0.006) (0.006)  (0.007)
o -0.129 -0.143 - 0.027 - 0.083
4 (0.202)  (0.120)  (0.019) (0.203)
|, CDP 0.032 0.016 - 0.025 0. 055
" Popu (0.140)  (0.130)  (0.025) (0.141)
~0.084 ~0.240 ~0.013 0. 001
InDensity
(0.284)  (0.290)  (0.015) (0.288)
~0.195 -0.284 -0.359"" ~0.153
Serve
(0.384)  (0.324)  (0.134) (0.386)
i - 0.961 -0.708 0. 541 - 0.503
% (2.128)  (2.163)  (0.494) (2.139)
- 0.814 -0.618 - 0.892 0.923
i (1.881)  (1.855)  (0.790) (1.891)
WmmEES B il e il il il Edii] £
4 FE B S 300 et el il Pl £k il il
R 0. 244 0. 246 0. 248 0.258 0. 184 0. 129
e R 0.086 0. 087 0.088 0.089 0.009 0.115
pOR-giibe -362.001 -309.080
B At 1161 1161 1161 1048 1 048 1 048 1 161 1 048
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WATIFIEZE & .

(D B R RankVoli, , 5 | ExInf| ] $.40 % R BN IE
82, {ETE A AR B S | Exinf1 9 2 306l THE
BR/MEHREES T BEM, B, T8 5 Bk
WA WA, @ | UnExInf | 154 &
BofhTHE 8 IE , B 7E BR ok 4% i 4 BE @ e Rl i (5)
P Z bR A4 50 o, 3 R GET BE A, B, JE T
BT (4a % {5 ) %) 7 AH X 88 B A OE W
WL, AAET BESRERESHTN(H,). ETR &
BH (4) PG R B AR (6)F] B R Bfl i,
BEAEMBEREKEESE AT R B
HA 55 A H O R B0 3070 013, 728 B i i 5 B A A
fis ol 4y 45 B A 55 G0 M 96 R 80 fE K OF (0. 674) 1Y
1.928% , VWA & I w22 ik %2 | i 4 X 4%
2 E 4R

B F RankVoli & i (1 - X FRE) ((5)X) E X
B, HEATFO0~22 008, B F BOHE G E 2R EZ
B LA BF 35l 5% AT Tobit [B] 19 6 45 4 41, 45 58 L 3%

8HI(T)FIFA (8)5 o &5 SR ATy AR 3 7 T 0 @ 15 % Bk G
BERW ETHEREK(EXNE) FEEREEY
254 SR F Tobit [2] 15 45 % Yy =l 79 84 4@ % B2 ik 1) 21 B
MM SO REMAETEREE XEHT
RankVoli IR{E A OS2 M FF A B (B BURMIBE A ) 1Y
R, B, Tobit MIAME RO HES
2 R B B (H,) .

EED —EMARAEREKNPEEFEK
MAamEmAEEELERE" ™., A RH
| Exinf| §9-FJ7 LA | UnExInf | f 3 J7 W08 8050 19
BEEMAZ 3) A @4) X, HEEF RN
| ExInf| Fl UnExInf| 5 4y 4% B 8. ) 7 48 %t 4 45 i3 30
ZEGFEFEREXR .,

TEZFHSRBEFEVNENHMK ER, K&
EE RAABAPERSL O HBARGT A
o B, ATFFE N ZR A 7 XA R A S B
TREIE, BIRSRRLEI. RIM(1)F~(3)5FH,
To e R T AR E o s 2 T X, JE T A 5T Mk

R BEREKNNMERRAN SANNMEEDINRE : R=ARG2E

Table 9 The Effects of Inflation on Price Dispersion and Firms' Relative Variability ; Three Major Regions

STD, , RankVeli, ,
R HER T RER R P
(1) (2) (3) (4) (5) (6)
| Exinf | 0.019* 0.017 0.010 - 0.007 - 0. 007 -0.010
xln,
x (0.008) (0.029) (0.008) (0.007) (0.006) (0.007)
0.014"° 0.041° 0.014" 0,012° 0.014"" 0.012
| UnExInf|
(0.009) (0.024) (0. 008) (0.006) (0.007) (0.007)
- - 0.083 0. 045 -0. 161 0. 138 -0.154 0.129
(0.260) (0.427) (0.235) (0.245) (0.209) (0.236)
GDP 0.177 -0.218 0.273° -0.026 0. 020 - 0.007
Popu (0.178) (0.374) (0. 163) (0. 159) (0.142) (0.158)
. - 0. 609 0.472 -0.412 0. 238 - 0. 087 0.115
InDensity
(0.523) (0.552) (0. 447) (0.425) (0.303) (0.379)
5 0. 060 - 1.102 -0.176 0. 192 -0.153 0. 065
Serve
(0.515) (1.353) (0.475) (0. 409) (0.395) (0.403)
Ed 2.761 12. 040 1. 339 — (. 485 - 0. 164 - 1,135
o (2.758) (6.804) (2.410) (2.425) (2.348) (2.213)
X 1.432 -0.592 0.234 0. 258 0. 820 0.225
Finance
(2.743) (4.242) (2.569) (2.121) (1.903) (2.121)
R 0.417 0.379 0. 446 0. 296 0. 266 0. 280
JERE R 0.306 0.224 0.330 0.144 0.105 0.116
=g 634 426 161 566 356 126

R BN TRATELAE P FERLRE, AHMEAFLT A& M 27 . EH F Hio HE2 LK
RAdd, PHUEOLEELL FH LF KM .28 Th . HLPid OFRECEAES .S B . EK . 90,5
M Ed R KRG N FETFTELANR. BARR PH SFORBRTHAAR BEXEFHRREAHB TR, A
AARBBMFATAEEER,
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(EXE)MNHRBHORBRETEAINERNRE,
R (4)51 ~ (6)F B , A& TH 8 57 B ik (B X9 (6)
T TR AR X R B8 B B R BRI O GE, U X
T 3 b XA A A K 3] 10% B B E MK F, X B H
1 % B 7Y A XA A BN R

SGAULHERER MRAERWTHEFEEFLE
M AR B, T B TR R A T R U 3 1R 3R
(H, ), 3F 3 00 3 52 B ik 26 % 48 % {6 5 4 % 75 LIE A8
K (H,,) 5T A #8 B3 IE A OC (H,) 345 3] 6
TiE 5 T 90 G 6T B Bk 2R A0 45 % (H 5 O A8 B HCIE A R
(H,) WA 183 30HF, X B R 18 7= & 89 4 #% i €
WA R TR 2 L&

5 %ig

A< B 5T 48t 56 F 3 5% B RK A e 4 kR B EOR TR
X A A% B 3N B 4 A BF 5T B, B T R B T A AR
M A~ FF AT HE B Sk IR I 2R 2004 4F % 2014 4 1 1
200 B AR IR T R E R T I b Al 2 E BUE L
P 45 18 B A G ZE it O BB AT IERR B8 . BE SR
ERERW NFEHBRTFRERE. ERTHDAR
EHEHAAHFEHENNMBEB SRTTNERT
e, R AR R O A D B A AR 0B, B PR DU
2F ) T O L A b $REHE T R4, BE— PP R B,
& 75 40 B IE 38 37 5 TR @ A% I K Y we A B A
T A XA A% B, A SR SR R A e A I
A 9030 38 5% 0 M (4 X (B ) X O kR B AN R AR X
MEENEABREMEMZ W, 09 L keE R &E
FESM BESRBOGEIS M BN, L kS
B B AT R R BB R O AT LA A b
A5 358, F 288 ) ] R 4 F 9

AMAREENEREERAI N FE. O W&
10 B 4 A i 7 T 2255 1 HL ML ) v Y B 20 AT A BT
[0 SR A - R v i S B = (1 B
QT A0St 8 T BUR A, b T R
9 1] 4 4% 43 A B4 82 W, T A 2 X 5K MR 2 B i AT Y
T oot L R 2 5 T 3 T R, D0 4R R R
1 ST M, B E R K B AR, 2R A B B E
B, B RAATTHIHIRIE S, B S AT S R
% & MEBRER, nE& 2 RERRT HE,

SEETHEM G, ENHE EERSHENER
WS, P, REXS T MM EEERFL
FERATENAERSAEFNERER PN ER
BES.

FMALFELSRE. OFWREELNER, %
FH A 7= 5, 8 5% B B X 7 fb T R A AR ARG
WRERESAMAHNEAMFATELE - FPHR. QF
F 5% il e 4R 2 1 3 % B Ak R AR 2 A8 Ot 0 BOIE R R
A, B A4S 3 1) A2 4 OB TG 3k I R Bb B T 4 Y O BRI
B 39 88 i i B AL W, 40 & F ARMA  ARCH,GARCH %%
B, QAW & Ik T [ A A0 R 4F B [ e 2406
W REAAES A, AN TR EEZR KL S
4, BB A 4k 5 T .
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Inflation and Firms’ Price Distribution .
A Study on the Auto Insurance Market

WANG Xiangnan
Institute of Finance and Banking, Chinese Academy of Social Sciences, Beijing 100028, China

Abstract : Price dispersion and firms’ relative price variability which measure the price distribution among firms from the static
and dynamic perspective respectively, are two important micro phenomenons. As a basic macro phenomenon, inflation influences
the macro economy and the decision of micro units greatly. This paper studies inflation whether and how to influence the two
types of price distribution among firms.

Based on the literature explaining the existence of long-term price dispersion, firm menu cost theory, consumer search theo-
1y and firm signal extraction theory, this paper puts forward four research hypotheses. We collected the data on the auto insurance
market, consumer price index and relevant variables of more than 200 prefecture-level cities during 2004 — 2014 from several
open and reliable data sources, considering some important advantages of the data from Chinese auto insurance market. Through
the regression analysis based on the firm-city-year's three-dimensional data and descriptive statistical analysis, we obtain the
quantitative conclusions.

The main resulls are as follows. (1) Price dispersion significantly exists in the auto insurance market and auto insurers’ rela-
tive price fluctuates greatly which can explain the long-term price dispersion. () No obvious evidence shows the effects of expec-
ted inflation on price dispersion or firm's relative price variability, so the prediction of menu costs theory is not supported. (3
Unexpected inflation ( absolute value) has a positive and significant effect on price dispersion which supports the predictions of
consumer search theory. (@ Unexpected inflation ( absolute value) has a positive and significant effect on firms’ relative price
variability which supports the predictions of firms signal extraction theory.

This paper uses the differences of inflation as well as firms' price distribution among city-year markets of the same good ( au-
to insurance). So we can eliminate the heterogeneity among different goods, the correlation among goods and the possible endo-
geneity of the inflation index which usually occur in existing literature, and then improve the precision of our conclusion. This pa-
per studies the persistence of price dispersion and the effects of inflation on price dispersion and firms' relative price variability in
the Chinese market, and the three topics have rarely been studied. The thoughts and methods of this paper can be used to study
relevant issues in other fields, where the appropriate data is available. This study’s suggestions for management include that (D
firms' price setting and consumers’ purchasing behavior should consider the interactivity, &) improve the transparency and pre-
dictability of monetary policy and 3) develop the information infrastructure to reduce the information search costs of consumers
and firms.

Keywords ; price dispersion;firms’ relative price variability ; expected inflation ; unexpected inflation;auto insurance market
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