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COUNTER-CYCLICAL FACTOR OF RMB EXCHANGE RATE.
TIMING, DRIVING FACTORS AND IMPLEMENTATION EFFECT

ZHANG Ming CHEN Yin-mo

(Institute of World Economics and Politics, Chinese Academy of Social Sciences)

Abstract: This paper calculates the counter-cyclical factor used in the RMB exchange rate pricing from
May 2017 to September 2019. In this paper, a non-restrictive VAR model is built to analyze the driving
factors and implementation effects of the People’s Bank of China (PBC) ’s two uses of counter-cyclical fac-
tor. The study finds that: First, compared with the time of official announcement, the two counter-cyclical
factor adjustments started earlier and ended later, and the adjustment ranges gradually narrowed; second,
the adjustment range of the second counter-cyclic factor adjustment was larger than that of the first adjust-
ment; third, the RMB exchange rate volatility was the main driving factor for the first counter-cyclical ad-
justment, while the gap between offshore and onshore exchange rates and the uncertainty of exchange rate
policies were the main driving factors for the second adjustment; fourth, the two counter-cyclical factor
adjustments both restrained RMB exchange rate volatility, but intensified the expectation of RMB depreci-
ation on offshore market.

Key words: RMB exchange rate pricing; counter-cyclical factors; driving factors; implementation

effect
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