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Fig. 1 Actual and counterfactual monthly volatility of the RMB/USD exchange rate ( before and after the “8 + 11 exchange rate reform” )
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Table 2 Treatment effect of the “8 « 11 exchange rate reform”
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Fig. 2 Robust test 1: Replacing the exchange rate volatility indicators
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Fig.3 Robust test 2: Considering the counter-cyclical factor
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Fig. 4 Robust test 3: Placebo tests
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Table 3 Weights of the best control group by adding more control variables
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Fig.5 Robust test 4: Adding more control variables
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Table 4 Weights of the best control group using BIC criteria
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Fig. 6 Robust test 5: Changing the model selecting criteria
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Table 5 Weights of the best control group using semi-parametric estimation
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Fig. 7 Robust test 6: Using semi-parametric regressions
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Table 6 The tests of the monthly exchange rate difference time series of RMB/USD
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Table 7 GARCH (1,1) model estimation of the monthly exchange rate difference time series of RMB/USD
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Table 8 Mechanism analysis of the impact of the “8 + 11 exchange rate reform” on RMB exchange rate volatility
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Does the “8 - 11 exchange rate reform” promote the floating of RMB
exchange rate? A quantitative evaluation based on counterfactual approach

WANG Wei' , TAN Na*>>* , CHEN Ping'
1. Lingnan College, Sun Yat-sen University, Guangzhou 510275, China;

2. Research Center for International Trade and Economics, Guangdong University of Foreign Studies, Guang-
zhou 510006, China;
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Abstract: This paper uses the counterfactual approach of panel data to quantitatively evaluate the impact of
the “8 - 11 exchange rate reform” on RMB exchange rate volatility, after eliminating the potential influence of
common factors such as changes from the international financial markets. The study finds that the “8 - 11 ex-
change rate reform” significantly increases the volatility of the exchange rate of RMB against US dollar. First-
ly, the real volatility curve is always higher than the counterfactual volatility curve after the “8 + 11 exchange
rate reform”. The average treatment effect is 0. 007 7 and is significant at 1% level. Secondly, after the im-
plementation of the counter-cyclical factor of RMB exchange rate, the downward trend of the treatment effect is
not obvious. The robustness analysis also finds that the treatment effect is not significant during the period of
implementing the counter-cyclical factor, which indicates that the introduction of the counter-cyclical factor
does not change the fact that the RMB exchange rate is more floating after the “8 - 11 exchange rate reform”.
The above conclusion remains consistent in a series of robustness tests, such as replacing the exchange rate
volatility indicators, running placebo tests, adding more control variables, changing to BIC criteria to select
optimal control groups, and using semi-parametric estimation. The further mechanism analysis shows that after
the “8. 11 exchange rate reform” , the formation mechanism of RMB exchange rate is more transparent and the
direct intervention of the central bank on the middle price is weakened. An important reason for the increase of
RMB exchange rate volatility is the central bank weakened the degree of foreign exchange sterilization
after 2017.

Key words: the “8 - 11 exchange rate reform” ;the volatility of RMB exchange rate ; counterfactual approach ;

quantitative evaluation



