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Analysis for The Policy Background , Market Reaction
and Impact of Commercial Banks about The New

Policy of The Reform on Exchange Rate

Executive Summary
The reform on exchange rate aims to reduce administrative
intervention to RMB exchange rate, foster price discovery
function of foreign exchange market and increase the
flexibility of RMB. In the long run, the reform on
exchange rate represents the trend of China’s financial
reform. From the mid-term view, this period was the
wonderful opportunity to push forward reform when the
RMB exchange rate floats two directions and appreciates
or depreciates alternately. From the short-term view, the
drive has promoted The United States to re-evaluate
China’s foreign exchange rate system. The reaction of
market to the reform has been limited, so we deduce that
the policy was the recognition from the government to the
two direction floating trend of RMB. The policy has more
symbolic meaning than virtual meaning. We believe the
time when RMB consistently appreciates for a pretty long
period has been over. At the time being, RMB may
continue its two direction floating trend. In the middle and
long term, RMB will keep on moderately appreciating. The

new policy wound affect commercial bank in following
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aspect: RMB fund may become scarcer while foreign
exchange fund become ampler. The commercial bank
wound embrace the opportunities to develop Hedging
products while face more difficulties in managing foreign

exchange cash.
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