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Modeling Non-linearities in RMB Nominal
Exchange Rate Fluctuations after RMB
Exchange Rate Reform Based on TAR Model

JIN Xiao-ting, ZHANG Xiao-tong, LUAN Hui-de

(Institute of International Economics . Nankai University, Tianjin 300071, China)

Abstract: On July 21st in 2005, the People’s Bank of China announced
RMB exchange rate regime reform. The paper builds up a threshold autore-
gressive model to make an analysis of RMB— Dollar nominal exchange rate
fluctuation from July 2005 to Jan. 2008. It shows that current RMB ex-
change rate series is nonlinear and is changing with a threshold. The impul-
sion of appreciation, which is bigger than the absolute value of the thresh-
old, can last longer than the smaller impulsion. The results show that the
expectation of RMB appreciation has served a function and RMB appreciation
has constantly been accelerated.

Key words: nonlinear time series model; threshold autoregressive model

(TAR) ; RMB exchange rate (GFTlESRE A—rH



