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On the Pass- through Effect of RV B Exchange Rate:
Before and After China’ s Exchange Rate Systean Reform n 2005

Wu Zhiming, and Guo Yukai
( Financial School, Hunan U niversity)

Absdtract: Taken China sexchange rate systam refom in 2005 as the time boundary, thispaper empirically analyzes the pass- through
effect of RMB exchange rate before and after the reform. Before the reform in 2005, the pass- through effect of RMB exchange rate is
weak both on PPl and CPIl After the refom, the pass- through effect of RMB exchange rate on PPI becomes significantly snaller,
while the pass - through effect dlightly increases on CPl  The reaon of the fomer change is that the cost effect of conductive
mechanisns has been weakened, and the latter change is because the expectation effect of conductive mechanisns has been enhanced
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