e T, i,

~ e T e e L ~
e e e
T

e

DM B
0 ¥ & 4 hk i sa A



pIvy 90| RE 2

BN HR
ToM E

© LV NPT




FfEGE: R A & E
RERM: X 9
FEHH . THE

MBEWMKE (CIP) X

HICICRFE SN A F M BIR (Riyuan Huili Bodong de Jingji
Xiaoying Yanjiu) /B EME . —IJbm: FEESBERAL, 2006.8
ISBN 7-5049-4113-1

1.8 0.%- 1.HIG—CE-WR—1971 ~ 2003
IV .F833.136

h E A B 508 CIP BT (2006) 55 083048 5

R N
hige ¥ B 4k G A A2
Mk JEEASEIMMIERER 3 S
HHFEE (010) 63272190, 66070804 (f£H)
4 5E http: //www.chinafph.com
(010) 63286832, 63365686 ({5E)
EEBREFH  (010) 66070833, 82672183
BR4 100055
ZH FEBE
ENRl =M EEERIA R A A
Rt 169 2% x 239 X
Higk 14.5
8 2716 T
MUK 2006 410 A% 1 /K
EIYR 2006 4E 10 A% 1 KERI
¥ 1—3090
EM 38.00T

B EN RS IR A A F R B



Fr

i

IS UG BITAHEX B AR REF KR, 7 2002 FLOR AR ML &
RSP REARFRRE, A¥EAN, ATHERTFEAEZTRA
PRAR” REHEERR, NALEENRHRAEER. B2, BTIHE
Xt HAEMEH R T ERARER? BRI BTICRESS H AR WL T
MK R AT LR R LE 587 W ARMICREEAME/R? BiF, IRET &
PHIE X A% 2 AR P A

BB, CRUXEMEY U RHMET LARNT IR ERMR
W7 XRBITLMIFARNELRBZ —, ATHEARLCRIELH T K
WIHEN R, ARMIHEKE RS HILTE 1985 ) iU HERERA
REMBIZ AL, XMPHEAFESICRLK, HITKPBIINET RN HTE R RL
WERTTE, ARTFRINARMICRESINE TR RE— REH TSR,
I B ICIC R B % H RS FFRR N IRRA R 2K 58,

B EMELR (HTICREIHWRFRE ) —H, UHEAFLE
(1971~ 2003 4F) BIHIUANER, EHBERRIEMTIEM TS SHTE, %
MBS EBIR TILRBEBINA TN, I b, AR5 . Mo EER
%, BEAH. BAFE, SFEKETEXH TSN AT BA#T T
S BIIETR, ITAFFE LR S LF B R — 1 2F T

LR —ELF R EENERENSN RS, @O0 —EERN
iR = RARA e RIER, M MRE|—E KX IR BB, AT
R RFFETHE (BURME) FIREM SRR mE M, KT SRR EEN
BRI SBT3, Rl BT BN S LB R EREAR K K
o AT RPENETRYT . Wk, i O0FREE MBI —-EH2FHEK,

MG ERZHEE, EEEE - EAMBRAERR T BTl R %
WM, PRRV HTAHERET H AR RS R, hT HITCERY G
A E B REE, BXAHEEMAX AU IBRE IR, EAKH
XE, GEWANH., FEEENRT HULREHESENNBRXR, B
REHH TR LERBISEO MR, 2O E> 5 DR ™ MmN
HERHS, B, HICEFEI O, AP0 FE R EOREEER
BBB . SBE=FEEIR T BT RS XX ERE R, IRy

1



“uf  BRLERHOSH AT

H eIl R FHEAR M T H A SIS 3o BB, WA/ EERE RS X
L@ LR, BB S EE R AN ERET. ENEEES
B3 T BIoniC R s f RN, fERCHHE (RE) WERT, HRET
WAL (BB MR, H UG, RFEMEFIER B ABATX H TR
ERSFEMETHER . SERMMSER. BAEEEEEMR T HULRK
. SNCHBHTHREESIMNCES . KT EHEWE, ARRFEARTY
BN TRAERES THN B RERILE™ETEW, HARTHYRELT
FAMCHIGIREB TERNERA . BAEEERAERETFEENEETE EE
EBHEBHPIRE, FHEIS EMETIE E#—5 0 TILRESHN BN EMET
RILE BN

ABBRAMENM T RETHERESE. REBHR TILRESINETFH
BE, HMMSNES . A EBERYE. BN . BERRIENSFEKESE,
St ARSI R (1971 4F ~ 2003 4F), HGILERE S H 2 5% i 8
ATRSE. 2HMATIEST, BT —HERMELE, XELERXLIART
CRKH SR ERARIFOELERN: B ARTMFEZEXEELAE, ¥
ARTFH OB FHER RO FE W, BBICRFHER T 5 BT R
i e ARMFFEEKBERTHE, AR TP RETERTHRBORNE
Bz, B R O Y5 I SR B A Ak PN 2 B BT B SR AS 5 0 T 5
ORI RN ; B ART IR H KIBEIHE, BRATERRFTE
e HEREMEES, BRaRILREDEREERBEHRERE, #kml
A MZE K,

AHBRNFHAFHCRLKH TILRESNEFERRT RE. £EH
STHESHT, (BA S48 R TSRS WA, RN ERANRERN, 2
HREB S EE FANESTA 5 — SR, ik, ¥ RETIESTRHESR,
FABE BX) MREEEHTHERS, WEITNSGLHREE SRR
R JR B 5T IR

WL, EEUHREBNSFENE, RAGENI Y, EI0EN
FAE, FEBEE, REMMT T HUILRESINESTEN, EKHRRERS
HEMNELMEMRALE L EAT BEWNELEHIN, RHOREBHEES
TR, X bREBURE B B BRI R B B R ¢, T AE 4 E AR
R TAEPBUSE KK B

HER
2006 ££ 2 A 26 H



AERE

ASCEE AL RBE X XSINA S . SO EBERTE . O mF RS EH
W, 2HEARGMMN TILRBEHMEFHIL KM RE . S EBERE.
PR ARI R ST, X SEATIESNCRBLIE (1971 ~ 2003 4F), HIGIC &R 3
X HARGHMPEET T R, SEHRLIEMT, BT —EHENER,

AIGE RGN B T FITHEMET FWBFRR, TS T kst
WEAT RSB R MM B BT . AN L SHEMT T IR S
MXONR T XPSN AT WM, BB SSUEA T TR
P AT B3 O A . SR BB . LR R,

FREENBATHGEMB L, FENFICUWIELR ., PRmEs Rk
MEMEHE, BEMBEXHEBQFZLERARZA

F-HEEBINAE A BB B TR B RS B, —RR
B, XH5hB5 R AT LME R — EMAT K, BRI NERE—E K
AT, ICRBFAT LA — B R B BCEORE . RATH M B TTIL R P shn
T ) 14 A% 3 R A4 BESR R AT A H STIC SR B 3 3ot 1 DV R B B
MR, SRIEXE B G RR BB H 5 RAFBON AT T SEUESMT, BUER AT
R OB LA T IHES T .

T E EERIR AL RB S E A R, RS it O
i, REZWBHEYMN, BEESBERNE. b TFILRESHFERE
RPN DA, B RS G R R R R A RIS, B, RSN
HAAS . RPN B4R R R AWOEBA . A58 S L R B33
MERMRIBEEE, SRS ST IF UG 4% 14 T L SR B M 48 45 3B 30 B R 52 2 1 B
B, BeBEX H TR BB O (5 3 AT SR M, BE X B Tl %
s w HAENREYN . HAENNE RO OELET 7M.

FETEBER HTICRE S E SRR, WES F, T%
B Bh o R A 7 PR A I O S R B D Y, WA R
WA NZELFUEH . RHARLE T AEHREEAREENERS

1



¥o RATE AN AL RSN W H I EERRHIT T ZIEMT; R
J&, WPl fAE, a0 T EERE S B ARE R 5 RS
MR, BEITR TN EEREMNABNER; BE, AT
B AR E E A A EHE T AT BT A

FUE FERICERF SN RGN, HreMEePRIFENERYT
RFZRGTRAXRNB, HTHMAREARR, EmTEROHESTEY
KREWMAR. F2EHLENELE LAWILESHEN KR, RELUEST HITIC
3B AERK ., EUARHEN; BERBSTEINCRERMLUE, BTiCx
AN B AENARGEWRFER, BRI SR, ERBORIAS
RTFHHTCRSAEES; BE, WL LA B AHEIMERR, 9nEe
5% =ik LRk REE .

FHEFEMR HUILREFES . INCHHT AR INCAES . TN
BN, THSNCTHN B FERMWHENC RN KRR, B
RHLHEM E&ER T EbrtE& S, Fa R it mAaLe B A, M
EWENEREY . AEFEMNTRWAN. RE5K3E; R THm
AR, SMCHi TR EHERES MR RN BNEW; &SSO 1991 ~
2002 4F H A6 1 24/ T 81 H G R HE R . R REE.

BAEFERAEMETFERAG AT - EEZERENIIRRE, 8L
MSHE E#— 5 i B XA EMEF NS S8, EREHTREN
ZUPFHERN, ATl A S E B /NI 3R 3 B B 2 FF RN B B
RIGHILRFFIRE, #FHOSFENTIERTENSAZNSHER, #
FHIC R HEMETEKOBCHER, EEREF, SUEAH o E ks
XfHA GDP MW ; )5, H GRS RELFHERAH, KOoHirR
I B IR S F R R

BIEREW, WG TES,

(kgdi@] iCkgks HEE PHEH M EBRL LFHK



Abstract

This thesis focuses on comprehensive analysis of economic effects of exchange
rate volatility on foreign trade, direct investment, commodity prices, interest
rates and so forth, followed by all — round empirical studies of the exchange rate
fluctuations ’ effects on Japan ’s economy since its adoption at float exchange rate
(1971 ~ 2003) some conclusions are drawn then on such bases.

Other contributions of the thesis are a systematic introduction of the latest
achievements of new open macro — economy and an empirical analysis of given
prices. Not only from macro economic perspective, but also from microeconomic
view, empirical analysis are conducted that to what extent exchange rates fluctua-
tions affect foi‘eign trade, direct investment, commodity prices.

The first chapter is an introduction which provides the background of the re-
search and its purposes. A literature review on the effects of exchange rate volatility
on economics is given. And the following is about the arrangement of this research,
including its logic, structure and conclusions, with a review of this research s in-
novative points and limitation at the end.

The second chapter studies the impact of exchange rate volatility on the bal-
ance of trade account. Generally speaking, foreign trade can promote the economic
growth of a country, and elasticity approach suggests that exchange rate volatility
can adjust a country s trade balance. This chapter conducts an empirical analysis on
the effects of exchange rate volatility on the import and export volume, and ex-
plains why the effects are not significant in short — term from by means of the
transferring rate of import and export prices. As a step further, the research pro-
vides an empirical analysis on the impact of exchange rate volatility on the condi-
tions of trade.

The third chapter is focused on the effects of exchange rate volatility on
FDI. Theoretically, exchange rate volatility impacts FDI by means of relative pro-
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duction cost effect and wealth effect, while FDI in turn affects the economy of the
investing and invested countries through several aspects such as industry structure,
trade and employment. This chapter makes an empirical analysis about the effects of
Yen ’s volatility on Japan s FDI, and then discusses the emptiness of domestic in-
dustry as a result of FDI, which negatively affects the upgrading process of domes-
tic industry. Finally, the effects of FDI on employment from the perspectives of
both investing and invested countries are analyzed.

The fourth chapter studies the relationship between exchange rate volatility
and domestic price level. Exchange rate volatility first affects the import price,
then the wholesale price, and finally the retail price. The exchange rate volatility is
not totally transferred to the import price, because imported intermediate goods
form only part of final goods, and the effects of exchange rate fluctuation on the
export price, the wholesale price and retail price is gradually decreasing. This
chapter first analyses the transferring path of exchange rate volatility on domestic
prices. Then it explains the reason why only part of the exchange rate volatility is
transferred to the price level in the condition of an open economy. Empirical analy-
sis is made upon the transferring rate of exchange rate volatility onto the import
price, domestic wholesale price and retail price.

The fifth chapter explores the effects of exchange rate fluctuation on interest
rate. There are many theories studying the relationship between exchange rate and
interest rate in the international finance area, and different relationships are in-
ferred based on various analytical angels. This chapter first examines the theoretical
relationship between exchange rate and interest rate. And a case study of Japan is
provided, by reviewing the impact of exchange rate of Yen on domestic interest
rate since Japan took the floating exchange rate mechanism, especially after
September of the year 1985, under the background of international
coordination. Finally, this chapter provides the theoretical explanation of low inter-
est rate, stable price level and increasing asset prices in Japan.

The sixth chapter is focused on exchange rate volatility, government inter-
vention on the foreign exchange market and its effect on official reserves and money
supply. The purpose of government intervention on the foreign exchange market is
meant to check one — sided huge move of exchange rates, while its practice conse-
quentially changes the official reserves and money supply, which in turn disturbs
domestic economy. This chapter first analyzes the purpose of intervention, its costs
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and benefits, then discusses the effectiveness of government intervention, and fi-
nally focuses on its impact upon official reserves and money supply.

The seventh chapter utilizes macroeconomic models to summarize the conclu-
sions drawn in chapter Two to chapter Six, and analyses the comprehensive effects
of exchange rate volatility on the macro ~ economy both in theory and empirical
analysis. This chapter first analyzes how the price setting of companies affects the
degree of exchange rate ’s impact on the economy. Then a theoretical model depict-
ing the effects of exchange rate fluctuation on economic growth is deducted by in-
corporating empirical models describing the impacts of exchange rate on several as-
pects of an economy such as interest rate, import and export. Based on this medel,
an analysis of the effects of changing exchange rate of Yen on Japan ’s GDP is pro-
vided. Finally, taking the effects of Yen on the economies in the eastern Asian re-
gion as an example, this research analyses the effects of exchange rate volatility on

regional economy.

Key words exchange rate volatility pass — through foreign trade FDI

economic growth
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