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Analyzing the Problem of RMB Exchange Rate From the Pass-

through Theory of Trade

Wang Zheng +Gong Yi.Wang Jinran

Institute of Policy and Management of Chinese Academy ol Sciences,Beijing 100080

Lau i

China Agriculture University, East Campus Beijing 100083

Ahstract

The fluctuation of foreign exchange rate has the latal influence on one country's domestic econo-

my . foreign trade, and the relations between international economy. During southeastern Asia {inancial cri-

sis. many Asian countnies’ currencies depreciated. Tt effects Chinese economy ., especially Chinese export.

Should RME depreciate is an important question. The paper applies Pass-through Madel setting two paratn-
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eters.a. J.t0 answer two issues. 1. Should RMB depreciate? 2, May RMB depreciate (or will the deprecia-
tion of RMB influence the domestic market )? We conclude that the devaluation of RMB 15 not necessary or
RMPB should not devaluate. But with the other currencies’ depreciating in Asia, it will handicap Chinese ex-
port. In this situation China should improve the quality of all merchandises,in particularly the export good.
Another conclusion is the devaluation of RMB would have great impact on Chinese price system so much as
the whole domestic market. It could cause chaos in the price system, The price of some goods would rise
while those of the others would fall down and disadvantage China’s export of these goods. Assuming that
the devaluation comes true, China must control prices of some special goods. However the present condition
also gives us conflidence that RMB will not depreciate.

Keywords: exchange rate. pass-through export. RMB
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Supply and Demand of Money and Monetary Policy at China’s Tran-
sitional Period

Wu Yuhua

School of Management, Tianjin University

Wu Fenggang
People 's Bank of China Shandong Branch

Abstract At the transitional period, China’s enterprises, residents and government argans have each be-
come money demand entities, the velocity of money circulauon experienced a sharp fall at first and then be-
came stable, and a severe oversupply of money occurred. China’s base money supply at the transitional pe-
riod embodies a typical endogenous nature. From a long perspective . the money multiplier tends to become
greater at first and then stable. The movement tendencies of money supply and demand have had a deep
influence on the execution of moderately tight monetary policy.

Keywords: supply and demand of money, monetary policy, over-supply of money. endogenous nature
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