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Chapter Introduction

Chapter 1. Literatures Recall of Exchange Rate Regimes Transforma-
tion

Keywords; Exchange rate regimes; Transformation; Literatures
Abstract; International financial regimes, in fact, are located in
“no system” , since Bretton Woods system collapsed considering fixed
exchange rate regimes as its feature, Jamaica system born considering
floating exchange rate regimes as main exchange rate regimes. Ex-
change rates have been changing more and more flexible, the waves
more violent than ever. It is more evident for exchange rates to be vi-
olent with one another. It is more possibilities for economic big coun-
tries to mntervene in exchange rate markets when necessary. The ad-
justing pegged fixed exchange rates are the undoing to cause fianacial
and currencies crises since 1990. In the floating exchange rates re-
gimes, the violent waves or unforcasting waves of exchange rates are
catalyst of financial and currencies crises among main currencies. It
has not been determined which exchange rate regime is the best choice
for a country. A country must depend upon the change of world eco-
nomic situations and its country concrete practice, and decide wether
or not to change and when change its exchange rate regime. That is a

dynamic transformation course.
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Chapter 2: References synthetic Analyses of the Present and Reform
Paths on RMB Exchange Rate Regime

Keywords: RMB: Exchange rate regime; Presence; Reform path;
References synthetic analyses

Abstract: There are many views on whether RMB has been mis-
aligned or not. But many of them consider that RMB has been mis-
aligned about 15% —25%. In order to adapt to financial globeliza-
tion, it is reason to extend the elastic range of RMB exchange rate.
Two-stage currency reform, The first stage, to be undertaken immedi-
ately, would entail three elements; the switch from a unitary peg to
the dollar to a basket of currencies, a medium-size (15 to 25 per-
cent) revaluation of the RMB, and a widening of each currency band
(between 5 to 7 percent, from less than 1 percent) in new pegged
basket currencies. Also, the substantive restrictions on capital out-
flows would be retained, and loosing capital inflows. Stage two, to be
implemented after China strengthened its banking system enough to
permit a significant liberalization of capital outflows, should be adop-
tion of a managed float. By widening the currency band, China can
gain valuable experience with managing greater currency flexibility at
the same time that it is improving the institutional structure and depth
of the foreign exchange market. China would acquire the monetary
policy independence it increasingly needs, and adopt a monetary poli-

cy framework of inflation targeting.

Chapter 3: To Study Emerging-market Exchange Rates Arrangements
and Revelation for Chinese Exchange Rate Regime Choice
Keywords: Emerging-market; Exchange rate regime; Rule ; Reve-

lation
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Abstract; Fconomic development levels are from plan-economics or
more government tempering economics or more government adjusting
economics to more market adjusting economics in emerging-market.
The rules of exchange rate regime are fixed exchange rates, Pegged
exchange rates within horizontal bands, crawling pegs, managed
floating, independently floating. Currency polices are in turn control-
ling money supply amounts, inflation targeting framework. The pres-
ent Chinese exchange rate is just entering emerging-market away from
developing countries. Recently, the present exchange rate will be
gradually going to a basket of currencies exchange rate regime. The
key is how render weights in it. Internal-equilibrium should depend on
inflation aim, considering economic accrue in the same time; Market
determines RMB exchange rate formation mechanism, balance of pay-
ments equilibrium should be that current account surplus adds ade-

quate capital and financial account deficit in external-equilibrium.

Chapter 4. Researches on RMB real effective Exchange Rate forming
Mechanism

key word; RMB real exchange rate; main influence factors; Policies
Abstract; The main factors impacting on RMB real effective exchange
rate forming mechanism are TIE, FDI, y, CPI, WEP and HBS.
WEP is the greatest factor impacting on RMB real effective exchange
rate, in turn, FDI, HBS, TIE and y at the stage of economic model
change in China. Due to REER is going to rise with FDI and TIE ris-
ing, it is disadvantage for China to export, so, it is incorrect for
concerning government to be demand attracting more FDI and TIE
than ever as main aims of testing politic grades. It is advantage to ex-

port for us to maintain sustainable economic growth ratio. Our country
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interest rate hasn’t basically been influenced by foreing interest

rate.

Chapter 5 to Build RMB effective Exchange Rate Index and Weights
Keywords: Build; RMB effective exchange rate Indexes; Weight

Abstract; Fixed or floating exchange rate regime will have not been
adequate to China. China may adopt the exchange rate regime petting
a basket of currencies. The key is how to give many weights with per
currency. Many literatures looked trade balance as choice aim in a
basket of currencies. It’s priorities are to reduce attacking China real
economy when exchange rate changes, defects are that it cann’t avoid
no rate changes, for example, large scale reducing trade barriers, a
great deal sudden capital rush when opening capital market, to attack
real economy. The thesis introduce relative productive rate advance
indexes in the course of calculating weights, not only adopt the priori-
ties of basketball currencies, also avoid no exchange rate changes to

attack real economy. Last, give suggestions.

Chapter 6. To Analyse RMB Exchange Rate Misalignment and Po-
iices

Keywords; RMB; Exchange raie; Misalignment; Inner-outer equi-
librium

Abstract; What the present RMB exchange rate misalignments are
that it can’t reflect the trade relations and relative technological pro-
gress relations among our country and main trade partners, can’t
maintain inner-outer equilibrium. What weights are designed depend-
ent upon relative production ratio progress gaim is more adapt to our

country. Thus, it is possible considering it as reform aim in near-me-



Chapter Introduction 5

dium term. Considering adjusting polices is main to inner-equilibri-
um, using inflation aims. Considering market adjusting RMB ex-

change rate mechanism is main to outer-equilibrium in‘the same time.

Chapter 7: the History Recall of independent Central Bank and re-
cent Meaning in China-what monetary policy choices: Inflation targe-
ting Framework

Key words: Central bank; Isolation; History; Presence; Inflation
targeting framework

Abstracts: Inflation targeting framework make it well both developed
and developing countries. Due to lack of independent central bank in
China, China has been not adopt inflation targeting framework, it has
been only added the more violent economic wave. With Chinese eco-
nomic gradually opened, we should correct related laws, rules, de-
vote independence which make and implement .inflation targeting

framework to central bank, supervise central bank.
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