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Empirical Analysis of Exchange Rate Pass — through Lag under Different
Exchange Rate Regimes: Based on the Data of China Japan Brazil and Argentina

Liu Siyue' and Ye Ping’
(1: Economics and Management School Wuhan University; 2: Guangxi Branch of China Development Bank)

Abstract: By using the vector error correction model and impulse responses function this paper empirically analyses exchange rate
pass — through lag with the seasonal data of China Japan Brazil and Argentina in 1996 —2009. The empirical result indicates that ( 1)

under different exchange rate regimes the impact of exchange rate changes on domestic price levels can be positive or negative and the
exchange rate pass through lag exists. (2) Difference of exchange rate pass through lag exists in the four countries. And the lag of China
is 18 months which is the longest in the four countries. Combined with actual situation the more floating the exchange rate regime is

the smaller the lag of exchange rate pass through is. Therefore this article proposes that the length of exchange rate pass — through lag on
domestic price should be considered which helps determining the exchange rate fluctuation zone and evaluating the currency policy
effect during the process of RMB exchange rate reform. At the same time by the degree of the impact of foreign exchange market

monetary authorities should reasonably guide the exchange rate to meet the needs of monetary policy objectives.
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