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Abstract - China has a large population that means China has a big demand for importing products, thus any country or 
continent who can become China’s trading partner will get a big export market. Consequently, forecasting China’s importing 
direction is meaningful for those countries and continents who want to hold China’s international trading markets. Vector 
Autoregressive Regression(VAR) model is the natural tool for forecasting, it is wildly used for multivariate macroeconomic 
time series which can describe the dynamic structure of the variables.  VAR is used for predicting, the current values of a set 
of variables are partly explained by past values of the variables involved. This paper employs VAR model to investigate the 
dynamism of imports of China during 1993 to 2014. It discovered trading consistency for Asia, Africa, South America, 
Oceania and North America. It also found trading instability for Europe and trading substitution for Europe and Africa. 
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I. INTRODUCTION 
 
China is the world’s second largest trading nation in 
the world, has become a major player in the global 
economy. China is leading the world in exports and 
coming in second for imports. It became the major 
trade partner of many countries around the world. 
China’s international trade has experienced rapid 
expansion together with its dramatic economic 
growth which has made the country target the world 
as its market. The stable political system, vast natural 
resources and abundant skilled labor in China have 
made it a modern global factory. After 
implementation the economic reforms and the 
adoption of the open door policy, China’s 
international trade and its economy dramatically 
growth. China’s integration into the global economy 
has largely contributed to its sustained economic 
growth. 
 
China’s participation in international trade has also 
contributed to improvement in productivity of 
domestic industries and advancement of technology. 
On one hand, large imports of machinery goods in the 
early 1990s had an immediate impact on productivity 
through the application of technology embodied in 
them.China’s main imports are electromechanical 
products (43 percent of total imports). The country is 
also one of the biggest consumers of commodities in 
the world. China’s main import partners are: 
European Union, United State, ASEAN, Japan, South 
Korea and Taiwan. In 2013, China was the largest 
supplier of goods import to United State.   
 
Thus, this research aimed at focusing on the imports 
of China effect on economic growth using 
econometric approach with VAR model. The 
characteristics of decentralized monthly data of China 

from 1993 to 2014 are discussed, followed by the 
analysis of each variable in the model.  

1.  
2. II. LITERATURE REVIEW 
3.  
4. Carter and Yilmaz (1999) conducted the research on 

the processed food industry, application in China. 
FDI has been counted as substitute in trading. There 
is the main question regarding the foreign production 
are being considered as substitute or complement 
goods.  In this study, it is found out that there are 
significant discrepancies in the theory of international 
trade, FDI, and association empirical study. There's 
an improvement of the relations between trade and 
economic globalization for the international capital 
flow. The investigation found out that there is a 
relationship between FDI and trade effect to the host 
country, plus the technological effects to the host 
country production factors and the source country of 
foreign investment.  
Love and Chandra (2005) testing export-led growth 
in Bangladesh in a multivariate VAR framework, 
they investigated on the trade contributed to growth 
with systematic empirical investigation. The 
methodology of VAR model is set in the study, and it 
found out that r = 1, estimated coefficients that while 
the log of real exports (LRX) has a positive influence 
on trade and conversely trade has a negative influence  
real income, while all variables are logarithm.  Total 
trade and income are significant influencing to the 
growth of Bangladesh, and thus income is not 
affected by export growth to the economy. The study 
is from 1972 to 2000, which is approximately 28 
years of study. This result has showed that the length 
of years is not enough for the estimation and 
suggested for the further study to include longer years 
period in order to get more efficiency in explaining 
important variables since the study has no causality.  
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This study examines instability of a country's income 
terms of trade in preference to its export receipts and 
uses a two-step decomposition. First, the normalised 
variance of the income terms of trade is explained in 
terms of the variance of its two components, the 
commodity terms of trade and the export quantity 
index. Then the variance of these indices is explained 
in terms of the variance of the individual commodity 
components. The model is applied to the New 
Zealand economy during 1962/1963 to 1978/1979. 
Interaction terms account for a large part of the total 
variance, indicating that the structure of the domestic 
economy is an important determinant of trade 
instability. The authors are indebted to colleagues at 
the Australian National University and especially to 
Tony Hall and Sundrum for comments on an earlier 
draft. They wish to thank the New Zealand 
Department of Statistics for making price data 
available, the Reserve Bank of New Zealand for 
assistance in processing this data and the New 
Zealand Planning Council for financial support.  
 
Narayan (2012) studied on the structural Vector 
Autoregressive Regression (VAR) model on the fuel 
imports and devaluation policies in Fuji Island by 
employing the four-dimension of the model.  There 
are twofold in the study. First study with the 
empirical model regressed with the structural vector 
autoregressive model and second is the conceptual 
framework which embraces the relationship with each 
other due to domestic income from importing fuel.  
The study found out the important determinant for the 
current account is REER yet the currency was being 
devaluated within a short period of shock. Narayan 
found out that the REER is very essential drive for 
real GPD, and fuel imports for Fiji Island and found 
the negative impact of the 5 percent significant level, 
which has the implication in the economy as Fijian 
currency is contradicted to the trading partners which 
leads to fall in demand of fuel import and caused to 
temporary effect to Fiji economic activities. 
 
Pratikto (2012) investigated the dynamic effects of 
real effective exchange rate and macroeconomics 
variables, namely real exports, real imports, inflation 
rate, and gross domestic product growth, by 
employing the VAR Model. The quarterly data from 
third quarter of 1997 to second quarter of 2008 are 
used. The results found that the real effective 
exchange rate has the impact on export, import, and 
inflation. The export and import have the positive 
effect to each other. 
 
Gozgor (2014) estimated the aggregated and 
disaggregated import demand equation for China by 
using the dynamic ordinary least squares and 
autoregressive distributed lag regressions from the 

quarterly data period January 1993 to September 
2012. The empirical results showed the positive 
impacts of the domestic income on imports. The real 
effective exchange rate and the period of the great 
global recession have the negative effects to the 
import demand while the perception of tail risk has 
the negative effects in most import’s sectors. The 
exchange rate reform has the positive impact on 
aggregated imports and some sectors in disaggregate 
imports. 
 

5. III. METHODOLOGY 
6.  

The first step of this methodology is to determine the 
stationary or non-stationary of the variables used. If 
they are non-stationary, afterward the test degrees 
they are integrated. In order to get the simplification 
of the issue, it can be addressed by the Augmented 
Dickey–Fuller (ADF) tests. If the calculation of ADF 
statistic is less than its critical value, then X is said to 
be stationary or integrated to the order zero, i.e. I(0). 
If this is not the case, then the ADF test is performed 
on the first difference of X (i.e. ΔX). If ΔX is found 
to be stationary then X is I(1). In practice, however, a 
number of econometric packages can be used to 
perform this test which also gives the critical value of 
the ADF statistic. Stata is used here to perform this 
and other computations. If all the variables in a 
multivariate model are integrated to the order one, i.e. 
I(1), for the next step is to find out whether they are 
co-integrated using Johansen's framework. The 
details of this approach can be found in Johansen 
(1988) and Johansen and Juselius (1990). 
 

7. DATA 
The data is employed as the Imports of China from 
several continents during 1993–2014 (Depersonalized 
monthly data). The data was extracted from the 
government website of China Republic. Raw data has 
been transformed from seasonalized to 
depersonalized monthly data of six continents, 
Europe, Africa, Asia, South America, North America, 
and Oceania. This period is good for investigation to 
analyze the world economic crisis in 2008, which 
investigation is to examine how it affects to the 
import to China from other continents while the 
world was facing economics crisis in 2008.  
 

8. IV. RESULTS 
9.  

The result is being estimated by using econometric 
approach with VAR model in the Stata program in 
the descriptive way as discussed in followings 
paragraphs. It discovered that there are three major 
trade imports of China which are trading 
inconsistency, trading instability, and trading 
substitution as shown in Table 1.  
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Note: The three entries for each parameter are their respective estimate, standard errors, and t-statistics. 

Table 1: Trading inconsistency, trading instability, and trading substitution of import of China 
 
The results of trade consistency show that the imports 
of China from many continents are consistent to the 
previous month and last two months. China’s imports 
from Asia, Africa, South America, and Oceania are 
affected by the imports in the last month and the last 
two months. This reflects that China’s imports from 
these continents regularly without serious disturbance 
between trading partners in these continents. 
Moreover, the effects of the previous and last two 
months import of China from Asia have the largest 
impact on current China’s import. Its impact is also 
greater than one that mean,in the short run, the major 
trading partner of China in term of growth of imports 
is the countries in Asia and China’s import from Asia 
is growing while the imports fromAfrica, South 
America, and Oceania is declining in the short run. 
For North America, China current imports is affected 
by only the previous month imports with the low 
magnitude. It implies the lower trade consistency of 
China’s imports from North America.  
 
In opposite, the Imports of China from Europe is not 
affected by the imports of the previous month and last 
two months. This may reflect the trading instability 
between China and trading partners from this 
continent. Sometime, trades are the objects that 
Mega-power countries use for the political 
negotiation. Therefore, when they tie trades with 
politics, then the consistency of trading between 
Europe and China may not be smooth. 
 
The competitors in China markets can be seen by the 
negatively significance of some variables. Africa is 
the substitute’s continent of North America. This 
means that once China imports from Africa more, 
then it will decrease the imports from North America. 
However, the degree of substitute is low because of 
one more units of China’s import from Africa leads to 
0.1977 units less of China’s import from North 
America. The same phenomenon occurs for Europe 
that is the substitute’s continent of Asia, Africa, 
South America, North America, and Oceania for 
China’s imports. If China is increasing the imports 
from Europe, it will substitute by decreasing the 

imports from the rest continents. Therefore, it is clear 
that when Europe can export goods and services to 
China heavily, it will impact all counterparts from 
other continents especially for Asia. 
 
CONCLUSIONS 
 
This paper investigates the dynamism of imports of 
China during 1993 to 2014 using Vector 
Autoregressive Regression (VAR) with 
deseasonalization. It discovers three important issues 
which are trading consistency, trading instability and 
trading substitution. For trading consistency, it finds 
that Asia, Africa, South America and Oceania are 
highly consistent trading partners to China while 
North America is slightly. China still import from 
these 5 continents continuously in the short run.  In 
the opposite, Europe is instable trading counterparts 
of China when the imports from this continent 
fluctuate over time. This may be because trades are 
one of the negotiated objects for other purposes such 
as politics and human rights. Last, for trading 
substitution, it is clear that Europe is the counter parts 
that affects all other trading partners. When China 
switches to import from Europe, it diverts the imports 
from all other continents. Therefore, the movement 
between China and Europe is needed to be watched 
carefully by other trading partners. Africa is the 
trading substitute of North Americaas Europe that is 
increasing in import from Africa leads to decreasing 
in import from North America. 
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