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Will the Internationalization of the RMB Lead

to Greater Exchange Rate Fluctuations
LIAO Liangmei, LU Tianrun
(School of Economics and Management , Hubei Univ. of Tech. , Wuhan 430068 ,China)

Abstract; The currency internationalization of a country means that its exchange rate increases outside in-
fluence and it is easy to cause its exchange rate to fluctuate. However, the basic stability or appreciation of
the currency value is the fundamental prerequisite for the sustainable development of the internationaliza-
tion. Has the RMB intensified its currency volatility since it became internationalized? If so, how can it be
effectively controlled? This paper uses the Vector Auto-Regressive model (VAR) to study the factors that
influence the internationalization of RMB. The empirical study shows that RMB cross-border trade settle-
ment is the most sensitive and most influential to the real effective exchange rate of RMB since 2012, and
the direct investment scale has a long period of influence on the real effective exchange rate of RMB. Ac-
cording to the actual situation, it is suggested to maintain the proper proportion of RMB trade settlement
in the international composition, increase the proportion of the direct investment under capital account in
RMB internationalization and increase the function of RMB international currency reserve. On the basis of
maintaining the balance of imports and exports, to increase the ratio of RMB collection to maintain the
people keeps balance of income and expenditure in the settlement of cross-border trade.

Keywords: RMB exchange rate level; RMB internationalization; real effective exchange rate
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