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Probe into the Rapid Appreciation of RMB under the

Background of China’s Weak Economy Recovery

Executive Summary

Since the beginning of April, the flexibility of RMB exchange rate has
been strengthened and market play more and more important role in the
mechanism of RMB exchange rate formation. Since 2013, China’s
economy has been worse than the market expectation. At the same time,
international capital continue flowing into China and capital and financial
item reverse from surplus to deficit under the background of quantitative
monetary loose policy of developed economy.

The in-flow of short-term capital can mainly explain the rapid
appreciation of RMB. Because of gloomy stock market and strictly
regulated real estate market, the driving force for the international capital
may be arbitrage transaction and RMB appreciation expectation. In the
long run, RMB still face appreciation pressure since China still has
advantage in global economy growth. However, the appreciation may be
warm and the present rapid appreciation has been exaggerated because of
the fragile economic recovery. It’s impossible for RMB to appreciate
sharply this year ,but the appreciation range may be larger than last year.
We should be alert to the periodical depreciation of RMB and prevent the
sharp fluctuation of RMB exchange rate from shocking China’s economy.
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