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The Transfer Effect of Changes in RMB Exchange Rates.
An Empirical Research Based on the Co-integration
and Error Correction Models
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Abstract: The Exchange rate is one of the key instrumental variables in an
open economy. This paper explores the transfer effect of changes in RMB ex-
change rate on the prices of the import through the co-integration and error correc-
tion models. Findings indicate that the transfer effect of changes in RMB exchange
rates on domestic CPI is incomplete and time-lagged. Furthermore, the elasticity of
import prices to exchange rates is quite higher than that of CPL
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