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Abstract Including the economic-geographical spatial weights matrix into the Hybrid

New Keynesian Phillips Curve, we study the property of China’s regional inflation in space

and time dimensions. The Monte Carlo investigation suggests that, in estimating spatial dy-

namic panel model, the QMLE method outshines the forward-orthogonal deviations GMM

method for dynamic panel model. The empirical results indicate some conclusions. First, CPI

and RPI show a strong spatial infectiousness, while the GDP deflator doesn’t. Second, the

HNKPC is consistent with the inflation dynamics in China, with the inflation persistence pla-

ying a dominant role; The coefficient of lagged inflation substantially exceeds the coefficient

of expected future inflation.
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