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An Empirical Study on Dynamic Exchange Rate Pass — Through in China’ s Exports

Wen Zhengwei
( School of Public Administration Chongqging University)

Abstract: Based on DML and VAR models this paper estimates the dynamic ERPT of RMB into China’ s exports. It shows ERPT of

RMB into China’ s exports is incomplete and the dynamics is rapid and nearly complete at the first 3 months and then decreasing

gradually to 0.5 after 1 year with obvious incomplete Exchange Rate Pass through. The long — run ERPT will be increasing and the

fluctuation of RMB has no obvious influence on the exporters’ marginal costs. The above estimation results imply that the weakened

expenditure switching effect but continuous appreciation of RMB will improve the effect. China’ s export pricing reflects the supply side

rather than the demand side factors which indicate very weak bargaining power of Chinese exporters.

Key Words: RMB Foreign Exchange Rate; Exchange Rate Pass — through; Aggregate Export Prices Index; Dynamic Effect
JEL Classification: F41

134



