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The Dynamic Relationship among RMB Spot
Exchange Rate, Onshore Forward Exchange Rate
and Offshore Forward Exchange Rate after the
Implementation of NDF Regulation Policy

YAN Min', BA Shu-song'*’

(1. Management School , University of Science and Technology of China .
Hefei 230026, China ;2. Research Institute of Finance ,

Development Research Center of the State Council » Beijing 100010, China)
Abstract: Based on the Granger causality test and the DCC-MGARCH
model, the paper makes an empirical study on the dynamic relationship a-
mong RMB spot market, onshore forward market and offshore forward mar-
ket after the implementation of the ban against domestic institutions” NDF
transaction. The evidence suggests that the constant and dynamic conditional
correlations among markets gradually decrease as the contract duration in-
creases. The correlation between spot market and NDF market is the stron-
gest, but the one between onshore and offshore forward markets is the wea-
kest. We also find that although the spot market has spillover effects of in-
formation volatility on NDF market, the NDF market which has the stron-
gest power of price guide among the three markets is at the center of market

price information.

Key words: NDF; regulation policy; spillover effect; DCC-MGARCH
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