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Abstract: This paper investigates US$/RMB exchange rate volatility from July 22, 2005 to September 5, 2012, utilizing
an asymmetric stochastic volatility model. The result from fitness test shows ASV model can capture time—varying, persistent
and asymmetric feature in US $/RMB exchange rate volatility dynamics successfully. The result from MCMC estimation
indicates US$/RMB exchange rate asymmetric volatility form is overreacting to good news and underreacting to bad news,
which is different from stock market asymmetric volatility form that is overreacting to bad news and underreacting to good
news. The asymmetric volatility effect of RMB exchange rate is weak, which means during management and intervention of
RMB exchange rate volatility, People’s Bank of China should not only consider the persistence of volatility, but also focus on
asymmetry of volatility and asymmetric form.
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