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The Influence of Sudden Stops of Cross border Capital Flows
on the RMB Exchange Rate

YAO Xiaoyi,YI Jingwei
(Hunan University, Changsha/Hunan,410006)

Abstract: In the dual background of the RMB(renminbi) internationalization and the further opening in
capital account, the scale of cross border capital flows expand continuously, and the fluctuation is
increasingly frequent. Once capital flows turn into sudden stops will be a huge impact on the stability of
the RMB exchange rate, thus influence macroeconomic. This article uses the Quantile Regression
Model to study the impact of sudden stops on the RMB exchange rate comprehensively. The empirical
results show that the sudden stops of net capital inflows and the sudden flight of gross capital outflows
will lead to depreciation of RMB. When the exchange rate is high, the impact of the former is bigger. And
when the exchange rate is low, the impact of the latter is bigger. However the sudden stops of gross
capital inflows has no significant effect.

Keywords: capital flows; sudden stops; RMB exchange rate; impact.
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