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A Study on the Relationship between the Rate of Return to Art and Inflation Rate in China

Zhang Zhiyuan Sun Qinglin
(College of Finance, Shandong University of Finance and Economics, Jinan 250014, P. R. China)

Abstract: By constructing a Markov Regime-Switching VAR model to analyze the relationship
between the return rate of china’s art market and inflation rate under different level of inflation rate
during 2000 to 2018, this study finds that: the return rate of China’s art market is high under
moderate inflation, the highest under creeping inflation and the lowest under deflation; the
probability of deflation is significantly lower than the total probability of the other two regimes,
which indicates that the return of China’s art market is considerable in most periods; the relationship
between the return rate of china’s art market and inflation rate is nonlinear; in deflation regime and
creeping inflation regime, there exists a positive contemporaneous correlation, while in moderate
inflation regime, a negative contemporaneous correlation exists. These research conclusions show
that except the deflationary period, China’s art market has relatively good investment value.
Keywords: China’s art market; Inflation rate; Rate of return; Markov Regime-Switching
VAR model
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