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A Research on the Fluctuation Characteristics of RMB Exchange Rate
Expectation before and after Exchange Rate Regime Reform

Abstract: The paper focuses on analyzing the changes in RMB NDF market before and after
exchange rate regime reform by stripping the inner character of different frequency NDF rate data.
And in accordance with detailed statistical properties of the processed data, the paper selects a
range of ARCH model relatively better to compare the features of NDF rate fluctuation before and
after the reform. The result reveals that there are significant differences among the characteristics
of NDF rate fluctuations with different frequency. When we take the reform into consideration, a
series of data characteristics such as positive and negative correlations as well as skewness have
been fundamentally reversed. In addition, although NDF market efficiency has been significantly
enhanced after RMB exchange rate regime reform, it has been accompanied by lots of market
vision such as risk preference. It is urgent for monetary authority to take full account of the effect
on NDF market when implementing a new policy and its counterforce, especially focusing on

RMB appreciation expectation’s impact on domestic market.
Keywords: RMB; Exchange Rate Expectation; Non-deliverable Forward; Frequency
Difference; ARCH

11



