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ABSTRACT

Exchange Rate policy and Export Performance in
China

—Focusing on Behavioral Equilibrium Exchange Rate-

SHI MICHEN
Advisor : Prof. Lee JongHa, Ph.D.
Department of International Trade,

Graduate School of Chosun University

With the developing expansion of foreign trade, as a export—oriented
country China won the trade surplus to promoted economic growth and
increased the foreign exchange reserves. However, the pressure of RMB
appreciation is constant and increasing in recent years. Especially at
21st July, 2005, the People’Bank of China announces that China will
reform the exchange rate regime by moving into a managed floating
exchange rate regime base on market supply and demand with
reference to a basket of currencies from 21th July, 2005. And RMB will
no longer the pegged to the US dollar and the RMB exchange rate
regime will be improved by the greater flexibility. RMB was floating
upward 2%. From then on, RMB exchange rate is always in a risen
state.

Against this backdrop, this paper uses the BEER (Behavioral
Equilibrium Exchange Rate) model to examines the equilibrium real

exchange rate in China during the period 1982-2016. We apply the

_Vi_

Collection @ chosun



methods ADF unit root rest, and the johansen cointegeation test, in
order to test the long—run relations between exchange rate and its
determinants, and the deviation between RMB real exchange rate and
its equilibrium exchange rate can be measured (real exchange rate
misalignments). In addition, uses OLS model to the relationship between
real exchange rate misalignment and export performance is investigated.

In summary, the major findings are as follows. First, there is a
positive relationship between the real effective exchange rate and terms
of trade, net foreign asset, open degree, but a negative relationship
with the productivity and government spending.

Second, 1982 to 2016 time series model shows that, RMB real
effective exchange rate has been over—valuated during 1996~2008, and
under-valuated form 2011 to 2016. This study also shows that real
exchange rate misalignment could have a positive impact on export
performance in China. With its implications on economic activity,
monitoring real exchange rate equilibrium and misalignment is a useful

tool for governments/central banks to ensure balance in the economy.

Keyword: BEER model, equilibrium exchange rate, real exchange rate

misalignments, Export Performance.
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Xl HIS0| 80%E <4 S=Z0| HEHO0l AUAJ| H=ZO0ICH. DALt Ol 204
2OHX)S0 19910 =82 S
& 2201 JUHA 0l =It=0A H tCE.

Ol CHSH 1983EF 2 EH Y=GDP/GDPXI== S0l &8t SHIt =X
O HAOIEUNAM &I HARAM HMSHACEH CHAO, CtE =<0 XtXIst 0l
gelot ¥ ZTHASE AP A4Sz HdEGHULE.

<HE 10> 3= FFEMY 3IHXY) =91 (2016)

=9 =KX ) £Z 9% (USD10,000)
1 United States 38,527,101
2 China Hong Kong 28,725,302
3 Japan 12,941,000
4 Korea 9,372,895
5 Germany 6,525,905
/ Vietham 6,110,413
6 India 5,841,534
7 Netherlands 5,745,937
8 United Kingdom 5,572,079
9 Singapore 4,451,167
10 Taiwan, China 4,024,120
11 Malaysia 3,767,178
12 Russia 3,735,577
/ Australia 3,732,740
13 Thailand 3,719,508
14 Mexico 3,236,742
15 Indonesia 3,212,613
United Arab
16 Emirates 3,007,253
17 Philippines 2,984,267
18 Canada 2,733,885
19 [taly 2,638,835
20 France 2,468,616

Nz 5= SHH2(2016)
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a2H -1.71[0.42] -1.45[0.55]
PROD FN+EH -2.69[0.25] -1.51[0.80]
5= -0.58[0.46] -1.36[0.16]
H2H -2.75%[0.08] —-6.78**x[0.00]
TOT FN+EH -2.49[0.33] —6.62x*%[0.00]
5= -0.98[0.29] —-6.91**x[0.00]

ZF: 1. LRERE AZASE#EX£(2010=100)2 242 Z1 2(2010=100), GEXPE=
HEXE, NFA= =23 XA OPEN2 JHE S, PRODE LsMAtY, TOT=
WEETHE 90le.

2. 222 t-at2, [ ] &2 = p-2t2 20I&.
3. xxx wx oxz= 282 1%, 5%, 10% R2A=T0HA HARIIHES J|2E.
4. ADF H2H0U M NFAR PRODE= I(2)2 UEIGCH L2482 KXot <ok
AANNE RE BE (1) 880 24 &,
2. 2HE &3
<H 12> @tdl 38E 28 20
. Trace &8 Max—Eigenvalue 23
= H, H, AT =K 2 H, AT =K 2
r = 0 r >1 204.86+++[0.00] | ¢ = ] | 63.21%+x[0.00]
r <1 r > 92 141.65%%%[0.00] r 2 51.93%#%[0.00]
< > 89.71%xx[0.00] = 41.25%xx[0.00]
LRER r <2 r >3 r 3
r <3 r >4 48.46x%%[0.00] r = 4 27.20%x[0.01]
r <4 r >5 21.27++[0.04] r =5 14.20+[0.09]
r <95 r >0 7.07[0.12] r = 06 7.07[0.12]
Z: 1. LRERE A ZASSSXI2(2010=100)2 22| 27 2t(2010=100)2 2I0I&.
2. [ ] 29 == p-at2 LIEH.
3. xxx xx k= 242 1%, 5%, 10% RA=TUHA HARIIHES I8

282 dHHo 25 ZHFol)| @8t Johanson(1991)2 EdI0IA ESHE

(Tracestatisic) It U DR X SH S (Max—Eigen Tracestatisic)2 MIAIGHA

oy, X W= <H 12500 MAISH UACH

0 <= 12>ZUE 20 EY0lA SHEY USRI SHE 25 1%
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