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An Empirical Study of the Relationship between the
Expectation of RMB Appreciation
and International Oil Prices

LIU Jun

(Institute of Finance and Economics . Shanghai University
of Finance and Economics, Shanghai 200433, China)

Abstract: On the basis of foreign and domestic researches on the rela-
tionship between international oil prices and exchange rates, the paper ap-
plies spillover-effect model, co-integration test and VEC model to carry out
an empirical study on the relationship between international oil prices and
the expectation of RMB appreciation after the reform of RMB exchange rates
formation mechanism. The results show that there is a long-term equilibri-
um relationship between international oil prices and the expectation of RMB
appreciation, but there merely exists a one-way conducting function from in-
ternational oil prices to the expectation of RMB appreciation. Similarly, in-
ternational oil prices have the one-way spillover effects with regard to re-
turns and fluctuations on RMB NDF exchange rates. In the short term, the
rise of international oil prices will weaken the expectation of RMB apprecia-
tion, but in the long term, it will strengthen the expectation of RMB appre-
ciation.

Key words: expectation of RMB appreciation; NDF; exchange rate;
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