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The Impact of Economic Policy Uncertainty on the Fluctuation of RMB
Exchange Rate: Literature Review and Theoretical Mechanism

Chen Weibin
(School of Finance and Statistics, Hunan University, ChangSha/Hunan,410006)

Abstract: The 14th Five-Year Plan points out that China's development environment is facing profound
and complex changes, “the international environment is becoming increasingly complex, and the
instability and uncertainty are significantly increasing”. The increasing uncertainty of domestic and foreign
economic policies makes China face higher risk of excess exchange rate fluctuation.In this context, it is
necessary to clarify the impact of economic policy uncertainty on exchange rate fluctuation and possible
impact channels.Firstly, this paper reviews relevant literature about the impact of economic policy

uncertainty on exchange rate fluctuation, and summarizes the research conclusions from the linear and
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nonlinear perspectives.Secondly, this paper analyzes the theoretical mechanism of the impact of
economic policy uncertainty on exchange rate fluctuation, and finally, based on literature review and
theoretical mechanism analysis, this paper argues that we should strengthen the policy-making
management and expectation management to regulate the uncertainty of economic policy, while
strengthening the ability to regulate and intervene in the foreign exchange market, so as to promote the

Internationalization of the renminbi process in an orderly manner.

Keywords: Economic policy uncertainty; Exchange rate fluctuation;News Model



