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Abstract

In recent years, the relationship between the fluctuation of
RMB’s exchange rate and Chinese foreign trade has been the focus of
discussion in theory domain all along. Especially, after the realization
of revaluation of RMB since July 21, 2005, the gearing relationship
between exchange rate and foreign trade has attracted people’s vision
once more. But, generally the result of studying at present tended to
hold that the fluctuation of RMB’s exchange rate is inversely related
to Chinese foreign trade. However, the formal study laid particular
emphasis on the analysis in perspective of the total volume of trade
balance mostly, seldom linked the fluctuation of RMB’s exchange rate
with the merchandise structure and district structure. Moreover, the
formal study reached the conclusion merely by econometric models of
linking the exchange rate with trade balance directly or indirectly,
and did not form the complete theory system.

In view of the fact above, in order to better reflect the influence
of the fluctuation of RMB’s exchange rate on the development of Chi-
nese trade, the dissertation, based on the above literature, uses the
elasticity analysis method of import and export volume to the ex-
change rate and infers'the influence of the fluctuation of RMB’s ex-
change rate on current capacity of Chinese foreign trade through the
further empirical analysis. It illustrates that the function of real effec-
tive exchange rate of RMB on the short—term elasticity of import is
opposite to that of long—term one. In a short run, with the deflation
of RMB’s exchange rate, the price of import goods which is valued by
the standard currency increases, and the import quantity decreases;
while in a long run, since import goods in China are solid, with the
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Abstract

deflation of RMB’s exchange rate, the total amount of imports still
increases. The function of real effective rate of RMB on the centrali-
zation of import and export is prominent and such function will last
long. Thus we have built up a perceptive understanding based on the
quantity.

Following that, this dissertation further discusses the influence
of the fluctuation of exchange rate on the structure of import and ex-
port goods after analyzing the influence of exchange rate on the trade
volume. It illustrates that in a long run, on the condition that there is
no serious restriction on capital and technology factor, the inflation of
RMB'’s exchange rate has a positive function on the change of the
structure of export goods, while negative on that of import goods. In
order to further analyze the reason for these phenomena, the next
part of the dissertation analyzes the principle about the influence of
the fluctuation of exchange rate on foreign trade structure in perspec-
tive of half —{finished products, multi—national corporations and cost
value chain respectively. Through some relative empirical analysis, it
concludes that the main reason for the above phenomena is that the
inflation of RMB has changed the structure of Chinese processing
trade industry in international division.

Comparing with the analysis of the effect of the fluctuation of
RMB’ s exchange rate on the total trade volume and the trade struc-
ture, during the following part, the dissertation discusses the effect
of the fluctuation of the RMB’ s exchange rate on Chinese import and
export market structure. Through the model and empirical analysis,
we can reach the conclusion that there is a long— term balance rela-
tionship between the bilateral real effective exchange rate and bilater-
al trade combining index of China and Japan, so does Korea and Sin-
gapore. But the relativity of data between China and America is not
prominent in the long run. The bilateral real effective exchange rate
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is positive related to the bilateral trade combining index among the
three prominently relative countries in the long run.

Finally, according to the long—term trend anticipation of RMB’
s exchange rate, the dissertation puts forward some corresponding
policy recommendations; adjust trade surplus; carry out the economic
development strategy which enlarges domestic demand; speed up the
adjustment of the economic structure and the transformation of the
trade growth patterns; advance the open speed of capital item safely
and facilitate the free exchange of RMB; maintain the initiative of ex-
change rate appreciation and the principle of appreciating RMB in a
small scale at proper time, implement export multiplication strategy,
further explore and develop the international market; control the
scale of foreign exchange reserve and adjust the of investment policy;
And finally makes the industry structure of our country highly melt
and realize rationalization, gain more benefit from the specialized pro-

duction and international trade.
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