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The Analysis of Balassa-Samuelson Effect and Interest Rate Parity
Hypothesis on the Real Exchange

Abstract: The exchange rate of RMB always has an important role in multi-economies. Especially since financial crisis
broke out, more and more developed countries have focused on the problem of RBM exchange rate. They thought RMB was
undervalued, and called for an immediate appreciation. Using the data of US and China, this paper analyses the real
exchange’s long- and short-run structure and its driving trends based on Balassa-Samuelson effect and interest rate parity
hypothesis. Under frame of Cointegrated VAR model, we found that, real exchange rate of RMB, in short-run aspect, has an
autoregressive process and also is influenced by Chinese inflation and spread of price level between American tradable and
non-tradable sector. From long term, the steady-state of real exchange rate is mainly decided by the spread of interest rate that
of inflation between US and china. At last, the driving trend of RMB real exchange rate relies on cumulated shocks from

itself and inflation of two countries.
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2l 44 A ZRABIERISEFRIEE s 88 = AN RE 50 R RO JE 205 T 30 1) A 7k ~F 22 S5 ) R 1 SEE o M 22
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K45 P R R P A S R IR . 3R 3 Wi B bR AE AT IR RO I R s SR N T
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LIS i BE R, A5 AN TR
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O, 3 03 SR A9 AR T 57 5 0 R RTS8 5 B0 T A K 22 5 S AV R M i 1
I =AM R AT AL
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o
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BSX, = (i, — Ap,) +0.088 ps, —0.132 (23)

BEX, = Ap; —0.061 (24)

BEX, = ps,+0.654 (25)

S NANEE AR R AP IE RO AL BEAT R AEAL, JR = MO EESC R 1 LA SCRIER L 3%
e e 5 J2 I 3 A0 e 98 1 D A 7K 22 S O B EAT AR AL o ARUEAL I 0 PR25 AR AR d BE R
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AU OC R LB BUR RSN 1 RIB K

BE X, =[rer — (i = Ap;) - (i, — Ap,))] - 0.323(ps; — ps,) —1.845

SR RETR T Gad S Br R 2 B SEBRIC R 5 o SE R 1N 7K 22 3 B AR B 22 T 4 9%
#, WORPIE R SERRAR 2 2209 1.845, AR 5 ML E Dy 0.323, 28 id SR 3 22 7 i B s
BRI AEAE T o SE B W 1IN RS ZKSF 22 5 R AR N R AN T B2 2 it R EL L, G Dy - % 2R AR RS
JAT o

BEABRRAERCR S EPRERZR LR, ZRRARYLIRCER 5PE & CFFEZ
FEAEK MR R,

BEX, =rer —1.888(i —i,) —2.028

=AU R R R IR (1) SRR 2RI T 1 A& 7K1 22 e Z TR AE I T Ok &R
°X, = (i, — Ap,) +0.088ps, —0.132

t

S DU R 5% 2R 3 26 [ B I AIK 2R 1 B i /K
BEX, = Ap; —0.061

BTSRRI E P ES T T A% K 22 R S TR &R
BEX, = ps,+0.654
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2.3 FMLERIfh T

— NSRRI VAR BEAL 2 K A 45 A R B S M ) K HASE R AT I R R &, 4
A5 K6 D48 1) A A AR v (R P B RIS S SR R MR . 7E LT N B R AL A BN T
KA 00T, TFRATTEAT 0 A S5 R A o

AR SO SL RS 7 RR AR 7 iR R S M AT Al vk . TERTII N2, RATC LS 3 T e
MR R, BATEHEER BS X, ~ BSX s BSX o~ B X FBS X MCNRTEA &, 4
B ECML, . ECM2_,. ECM3_,. ECM4 _ f1ECM5 _, F/r, HABBEARA, F5N 11 M H
R R, H Sei KER, SREESIBOL AREM, SERBHTMATE, X TYRS AT R
RIRA TR AL R . FETRLARBR p, FERENARENRE, oA ZR X L REOHAT
AEEE, A RETF VA RRREAY . A SO PR VESR R IOE AN . 1, BRATRERR — T RAW
B T AR B PE TR R R R E . BT 2 F AR .

£5 BERENRE

AR A’ P A’ Ptil Al Ait*—l Arer,_, Aps, 4 Aps;
F(5.99) 2.305 1.200 2.803 24.54 9.385 0.757 2.393
Pt 0.033 0.309 0.011 0.000 0.000 0.624 0.027
sm  ECM1, ECM2, ECM3, ECM4,, ECMS5_,  Do0Osp,  DOSLOp,
F(5,99) 3.464 3282 3.426 3.353 3.486 4.956 7.898
Pt 0.003 0.004 0.003 0.003 0.002 0.000 0.000
R D0802!, D0901p, D060YL, D0109p, D0903p,  DO2ilp,  DO507p,
F(5,99) 7.625 4.256 2.987 3.364 1.997 2013 3.854
P 0.000 0.000 0.007 0.003 0.064 0.062 0.001

M5 HIRATAT AF Y, A58 A*P7,, Aps, » D0903p, Fll D0211p, i F Ziit&H P 484 %14 0.309,
0.624, 0.064 F 0.062, XUiBHIXPYNMEELE 5%MIKF ERARZER, FrbA AKX LA EE AT
YRR R R R R R £, R3] TP LR,

B MINER RN A B E R REOEIMFL R = BH P AR, WA EZ R EE REOT 6
BN EL R, AR IN LR . BRI IA R FTA R AR R B BE N,
R AR T IEBATH T DA R A A R . 3R 5 BRI TH 45 SR . 6 BT it n i) 2 20 5 FH A8k
SREUAST IO RIS UE R A R BURLERIR IR 2° 20 Ai, RUONFRA TR RSN 1 111 DN T8, fir b
HEMEEN 1L, BIRERN 4*(111)=93.99, P{E N 0.8769, FrlliZ 111 NELHZ B . Z UL,
WAV T I VAR HEAI it

T IALE MR, 0 e B B2 IK 28 52 b — B S BRI 2 R0 36 [ B 0 1 1904 /K1 22 e R s i
BE, FEWHRERMEmER: EEFEREKEZ E-HARERERE BT K2 R DL Sk
BRI 2R A A ) 2 2 TR (RN, 2R R 3 A s AR B 52, 3R R 252 b — S [ 3 B R K 22 A 5
FEL (R 0 T 1A 7K 22 S O A B B i S22, R IR gl SRR 2 i B & — i B IBE s
FRYUE s SLPRIC 2RI R RN FE E i B IR 28 . b — B SR bRy 22 56 E R R 1 TN K 2
PAKZET R 2 S Rl e s FRE BRI AN 7K1 22 S 75 R A 52 26 B0 1 100 /K P 22 e sg i EEK, T
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S5 FE PR 1 W KT 22 S R 300 Ul 4 [ ) 2 KPR S BV R 3R R e

MAINGERI KRG, B 7 RERZAKCF IS, EAHEE-52 2R ARSI HAth i A 28 5 i f2 i #R AR
W LRI AL ORI AR 1R SR 20t 1 [ )38 B AR SR AP S I A 22 5, LR CSEBRIE R 1Y
K RO 5 R 2 B 203 P 11 7K 22 S5 ] B P S B 3 7 R AR T B IR R L MK P A
PRI RS KT 22 57 B R M 2 2 3 s SR K SR SR AE IR, X i [ )3 B2 i
AP ERT TR KT 2257, DR (R AT BB A B2 50 SR P38 1Ak KT 22 AR R
X B A BRI, A [ S T A% AP 22 S A SR B 2R B S AR 2 2

R 6 LRBOL RIS

AP, AP Ai, A, Arer, ApS, ApS,
) 20,28 0,001 0
AR, 0 0 (0.08) 0 (0.0004) 0
: 0.03%*
Ai, 0 0 0 0 0 0 00D
- 17 45 0.73%x 0 L0.14%%%
Al 0 (5.05) 0 (0.05) 0 (0.04)
8.29%%  -65.05% 0.57%x 0 0.61%%+
Arer, (3.69) (11.49) 0 0 (0.05) (0.10)
AS” 29.01%%* 16.28* 0.37* . 0,267+ -0.55%*% .
PSi (10.72) (8.43) (0.20) (0.05) (0.14)
ECML, 3 pLe 176w . 0.000%%  0.002%%%  -0.05%** 0.04%%+
= (1.04) (0.42) (0.004) (0.0004) (0.01) (0.008)
165 1575 0.002%* 0.03%** 0,02
ECM2
1 (0.57) (0.34) 0 0 (0.001) (0.008) (0.005)
ECM3 3,07 1.76%% 0.004%%  -0.008** . 0.06%* 0.04%%%
= (1.03) (0.40) (0.002) (0.003) (0.01) (0.009)
3,19 1,125 -0.009%* 0.04%%% 0,04
ECM 4
v (1.07) (0.41) 0 (0.004) 0 (0.01) (0.009)
0.3 % -0.0005%%*%  -0.005%**  0,Q02%*
ECM
CM5, (0.08) 0 0 0 (0.0001) (0.001) (0.0006)
3.02*** -0.02%**
DO006 p, 049) 0 0 0 0 (0.007) 0
111%% 5.16%%* -0.06%%* 0 0,044
D0810
P (0.45) (0.93) (0.009) 0 (0.008)
-1.06* -0.04%%% 0.01%* 0.009*
D0802
“ 0 (0.64) 0 (0.007) 0 (0.004) (0.006)
0.02*** 0
D0901p, 0 0 0 0 0004 0
256 0 0.02%*
D0609
t 0 (0.63) 0 0 0 (0.006)
0.78* L0.04%%% 0
D0109
P (0.42) 0 0 (0.009) 0 0
-0.02%** 0
D0507 p, 0 0 0 0 (0.004) 0
0.34%* 0,034+ 0
se 0 (0.14) 0 0 (0.001) 0
1 . 1,045 0.01* . 0.006%** 0 L0.01%%
— (0.38) (0.008) (0.001) (0.004)
0.90%** 0 0,007
Se_2 0 (0.30) 0 0 0 (0.003)
*k*k
Se_3 0 0 0 0 35801) 0 0
1.85%%x 0.005%+* 0 L0.02%%%
Sel_4 0 (0.36) 0 0 (0.001) (0.003)
0.95%%+ 0.01%* 0 L0.01%%*
Sed 0 (0.30) (0.007) 0 0 (0.003)
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0.03*** 0

o ’ ° 0 (0.001) 0

- et 0.01%%
et ° {0a) 0 0 000 0 0.009)
5.8 o oay  ooon O 0 0 oo
w0 m o o gm0 e
SR T S

NTAET 30T, ASCR LA Ih 5 R LR B3 ROV, HEBERRESR R, R
Jait— . BMfiiER, PLRZERHERBOVBE, Kail iR RTRNEIEH ST
Ao ZEMEA G RN S B IBENRES R R,

I AR R R SRR N

Ap, =i, +3.63rer —6.68i +2.16(ps, — ps; ) +0.78Ap, +0.07 ps, +4.75

5 8 IR R AR RN
Ap; =1.16 —2.21i, +1.22Ap, —0.06 ps, —1.14i;

i, = Ap, —0.088 ps, +0.132

i, =rer+0.11(i, —Ap,) —0.323ps; +0.245ps, —1.667

EFRMRR IS LR A
rer =1.44(i, —i,) —0.5(Ap; — Ap,) +0.16 ps, —0.04ps, +1.85

JRE G EE T IR K1 22 R AR SRR N :
ps, = 0.63(i, — Ap,) +6.72i; —3.57i, +1.02ps; —5.67Ap, —5.04rer +8.75

FEPIET I K2 R AR S LR A
ps, =1.55rer —0.19i; —1.55Ap; +0.88 ps, —2.92i, —1.88

FFE 38 SRR A A AR A S R rh BT AT (AR RS, KL v S [ AR 2 AP R SE BRI A K P 52
MR R SRR 38 B IR 5 (AR 2 WU 52 el AXO A AT B AK A2 BOR - 53 A SR (AR 7Tt
XA PR3 B AR A 2 R s ] AR 3 R R A U 2 B I kT A [ )3 B B R AT 1 1)
MACFIIZE R TSR EFIR PRSI E R T2 MR, R EepRiiR, RESLEAR, hEp
FE PR P B T DO R KT 22 55 S BV 0 o 5 A [ ) o 2 Z M BRI K R 2 Z2 (5L, 5 A P R T
FRI AR AT 2 Z2 Ay —E BRI B P T A A Z R R SRR U R 2%, B T
AR EE R H AT, o S A SR A SRR R LU SRR AR A2 R 2 s SEE P AR T MK
22 S AR A R T PR IR R AT . B A B T T A KT 22 5 5 T e B K R A s BV
o,
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24 REFTEMBINTFHRR

FECHITRERF KA GO T, AT AT LR RE MBS T ERR.
X, :czt“(gi + iy + ®D,) +C"(L)(&, + 1, + D) + X, (26)

b, C=p (T8 e JE MA RIS PILFEE, Bp-r. C'(L)=DCL i
(3 TR 2 IR . o NHEOR, D MBI RARMSIAE, X, NGRS, 1, DA
X, WA E ey BRI Z, %ot e Ve LRI B 2, AT XS A

X, =Czl:£i +C'(L)g, +Z, (27)

CHEREIIE i 4T48 JSURLBIOILE, o8 j NVERXE | VSR BB HRE. CHE |4l
TR T 5 | AV A A R . AR RSH, r=5, rank(C)=2,
S F R T A B RS A SR BT R AR, JURRA 2.

C HE R4 — A B T A A B SR A N R R, o TR B 1 B
Rty AT B 2L PR R MR R R G HE B A R K RN )

=7 %R C BhTH

ZgAp ngp* ¢ Z‘gi* 2 & 2 &pp P

0.003 -0.011 0.316 -0.192 0.009 -0.017

Ap, (0.660) (-2.484) 2004y  0900(L8BL)  50uop (2.384)  (-3.430)
. -0.000 -0.000 0.000 -0.000 -0.000 0.000

Ap, (-0.424)  0000(1.209) 5460 (0.093) (3263)  (-1.234)  (2610)
: 0.007 0,013 0.675 -0.398 0.010 0,017
h (1.304) (-2.354) @oo0) 09480492 4 2.034)  (-3302)
. 0.002 -0.008 0.006 0,016
i 0520) (1)  0S0M4(3003) 0252(04%) 11282349 o) (3019
-0.001 11,149 10,004 0.002

rer, (olsy 000827 03B@IS)  Gad 23426209 (10 oo
-0.000 10,000 0.000 -0.000

DP 00000423 (0908 0000(l6)  Cggod ooo0@2ry S8 2000
-0.106 5.982 -49.032 42.481 -0.367 0.623

FR (-0643) 04752631 g3 (-2.539) (2.329) (-2486)  (3.123)

M 9 thRATAT AR 2, FERATFTHT U R R e, 5 [ A 38 BRI A A3 DY A T T A A
P ZEFAZAL A — A BB E fn, XRFOE r =5 MFL T, XM MRV, FA
FAEHES AR MIBENL S sy HAt 5 DR EIRARTRFH . JIE 8 BRI 3R 2 (8 1A
52 R E (VBRI KT LA mh 56 9 R 8 1A M KT 22 5 X DY A A B R AR ol (152
Wi, (AR A 308 B IR 4 R B O 52 5 [ M A R AR s RS2 SR R e B I K R A I 2 3R
AR SEERIE AR S E P T % K 22 R IR = AR 1 R AP e s SRRl 3R 48 K g [
AR ML ERIERA G B R kg s SEE PR 1A% 2K 1 22 S RO 39 4 i 5 [ E SR K R A =
SRR LA B v S 4 [ A 9 38 DA 71 2 e ) R AR b i e

3 AL
ARSCHE BB -5 R BN FR S  RUAEZE T, 38 F P82 i) 9 (] VR S A 36 Sz By
SRR IRV IS R 2, BEASIX ]y 2000 4 1 H % 2012 4E 9 A . @ STF K3 R4 Bk AT 17T LA
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