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Should Be Appreciation About RMB?
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Abstract: Along with foreign exchange repertory continually increase in china, RMB
has being faced with the pressure of appreciation. In recent years, the voice of
increase in value of RMB is paricularly upswing. Extremely there are many people
want to Chinese government give up actual institute of exchange rate and take to more
free floating institute of exchange rate. In the face of those opining, this paper
ponder the root of the pressure of RMB’s appreciation calmly, analyze the real reason
behind the pressure and draw a conclusion: that the pressure against increase in value
of RMB mainly come from substantive surplus in balance of payments, especially the

one in capital account. Through analyzing the structure of balance of payments and



the economic effects of nominal exchange rate increase, we know that it won’t do to
alleviate the pressure of RMB’s appreciation in the way of increasing the nominal
exchange rate. We propose to mitigate the pressure with the method of

* Trade-equity’ or ‘ Innovate-equity’ . We think that the option of exchange rate
system ought to in favor of reducing people’s expectation for the increase in value of

RMB, and nominal exchange rate should become the aim of Chinese exchange rate

policy adjustment, but not the tool.
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