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£ 4 1990 1991 1992 1993 1994 1995 1996 1997 1998

E 4.78 5.32 5.52 5.76 8.62 8.35 8.31 8.30 8.28

W, 4.78 4.74 4.90 5. 46 6. 60 7.52 7.91 7.95 7. 69

S 4.78 5.36 5.37 5. 04 6. 24 5.31 5.02 4.99 5.15

E./W, 1 1.12 1.13 1. 05 1.31 1.11 1.05 1. 04 1. 08

E./S. 1 0.99 1.03 1. 14 1.38 1.57 1.66 1. 66 1. 61
(W.—E)/E| 0.00 —10.90 [ —11.23 | —5.21 | —23.43 | —9.94 | —4.81 | —4.22 | —7.13
(S—E)/E | 0.00 0.75 —-2.72 | —12.50| —27.61 | —36.41 | —39.59 | —39.88 | —37.80
CPL 100. 0 103. 4 110.0 126. 2 156. 6 183.4 198. 6 204. 2 202.5
CPL 100.0 104. 2 107. 3 110. 5 113. 4 116. 6 120.0 122.7 125.9
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The PPP and The Real Exchange Rate with
China’s Exchange Rate Poliey

ZHANG Xian

(Depurtment of Economies , Sichuan University , Sichuan Chengdu ,China ,610064)

Abstract: Some problems with the real exchange rate which has be used as a tool of ex-
change rate analysis in the documents of international economics since 1980 and about the
problem of RMB exchange rate especially have been discussed in this paper. And the paper
proves that because the real exchange rate is twist in nature for nominal exchange rate, it
will rise some risks when making exchange rate policy decisions by the real exchange rate. Fi-
nally, the paper pionts out that the real exchange rate is only a method to test whether a
nominal exchange rate is the PPP and therefore the basis of adjustment of exchange rate will
be the PPP.

Key words: the purchasing power parity; the real exchange rate; financial crisis; ex-
change rate policy
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