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Study on the Inertia of RMB Appreciation
CAI Hao - yi,JIANG Da — wei

( University of International Business and Economics, Beijing 100029 )

Abstract ; This paper mainly introduces the adaptive expectation of the exchange rate into the flexible - price monetary
model , then it can be evidenced that the expectation and the fundamentals of an economy are the main factors that will in-
fluence the exchange rate. Empirical evidence shows that the expectation of the exchange rate dominates the appreciation of
RMB. The features of the adaptive expectation of RMB and the increasing unexpected appreciations consistently strengthen
the expectation of the appreciation after the reform of RMB exchange rate regime. As the expectation of appreciation contin-
ues to be stronger, it will contribute to the appreciation of RMB, making it exceed the prior expectation and further
strengthen the future expectation of appreciation. The circulation will accelerate the appreciation process and form the iner-
tia of appreciation. The key to control this inertia is to change the continuous expectation of appreciation of RMB. Managing
this continuous expectation should focus on trying to decrease the unexpected appreciation , which will weaken the self — re-
inforcing mechanism and change the inertia of the appreciation. The significant measure to reduce the unexpected apprecia-
tion is to achieve the two — way fluctuations of RMB.

Key words: The Expectation of the Exchange Rate ; Adaptive Expectation ;the Inertia of RMB Appreciation.
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