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The Influence of RMB Exchange Rate Fluctuation on China
Manufacturing Trade: Simulating Analysis based on the CGE
Model

Abstract: This paper is devoted to a simulation of the influence of the RMB appreciation of 10%. 35%. 50% on
manufacturing trade and supply of domestic products. domestic output prices in the domestic market. domestic total
output prices. The study, adopting the CGE model by constructing China SAM, is based on 2002 input-output table.
The results revealed the RMB appreciation make industries export decline and import increase, the growth rate of
imports is less than the rate of the rate of exports reduction, the rate of reduced export and increased import will be
magnified go with in enlarging the appreciation extent, the trade growth will deflate with RMB appreciation; the
output value of the industries will increase with RMB appreciation; at the same of the import substitution flexibility,
the reduction in the exports and conversion flexibility are positive correlation, the response of food products. textiles.
chemicals. metal products. machinery and equipment products’ domestic price to import price will reduce with
increasing import substitution flexibility when exchange rate appreciation. From these results, it is concluded that the
influence of RMB appreciation on manufacturing trade is prominence, but it is still beneficial to China economy.
Therefore we should be optimistic about RMB appreciation, but taking appropriate appreciation policy is better.
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