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Studies on Formation Mechanism of RMB
Exchange Rate with Reference to Currency
Basket:Based on the Target of RMB

Effective Exchange Rate
LU Qian-jin
(Department of International Finance . Fudan University ., Shanghai 200433, China)

Abstract: The paper mainly studies the exchange rate regime with ref-
erence to currency basket. Firstly, it analyzes the relationship among RMB
exchange rate against US dollar, RMB exchange rate against non US dollar
and RMB effective exchange rate. Secondly, it explores the transition from
RMB exchange rate regime against US dollar to RMB exchange rate regime
with reference to currency basket(RMB effective exchange rate target), the
method of setting up the exchange rate formation mechanism with reference
to currency basket and the empirical simulation, and further states the fluc-
tuation range of RMB exchange rate. Finally, it indicates that the ultimate
goal of RMB exchange rate system reform is RMB exchange rate liberaliza-
tion.

Key words: RMB exchange rate regime; US dollar; currency basket;

effective exchange rate; formation mechanism of RMB exchange rate
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