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Discussion on the Difference between RMB Real Exchange Rate and RMB Real

Effective Exchange Rate

——A Research Into RMB Real Exchange Rate
Li Xin
(Mizuho Corporate Bank(China), Ltd., Shanghai200120,China)
Abstract: China has executed rounds of reforms upon RMB exchange rate system since the first trial
in 1994. The PBOC kept implementing a floating exchange rate system based on market demand and a
basket of other currencies in the foreign exchange market. Being the largest exporting country in the world,
China has attracted the attention all over the world with its exchange rate system. It seems that RMB stops
appreciating against USD last year, however, the difference between RMB real exchange rate and RMB real
effective exchange rate is becoming more obvious than before. Generally speaking, the difference arises
from their different concepts, referring data and calculating methods. The conclusion that draws from
analyzing such difference could help us explain the following two issues: why does RMB show the trend of
appreciation globally but depreciation domestically and why didnt the appreciation of RMB nominal
exchange rate change the increasing trend of Chinese trade surplus?

Key words: RMB nominal exchange rate; RMB real exchange rate; RMB real effective exchange rate
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