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Empirical Study on Sino—-US Relationship in Balance of Payment:
Based on Exchange Rate Changes
WU Nan-lin ZHONG Xiao-bing

Abstract: Since the exchange rate reform from 2005, especially since the second half of 2007,
with the spread of the subprime crisis, the appreciation speed and volatility range of RMB exchange
rate increase significantly. Based on the monthly data from August 2005 to February 2010, using
the ADF test, Granger test, and through establishing the OLS model and VEC model, this paper ana-
lyzes the relations between real exchange rate of RMB and the balance of payments which include
the current account and capital account. The empirical results show that: in the long run, a favor-
able balance of RMB real exchange rate has a positive influence on the US current account surplus,
and this reflects in that: the appreciation of RMB real exchange rate has greater negative effect on
export from China to the US, but has only little pulling effect on China’ s import from US; the ap-
preciation of RMB is not conducive to balancing the Sino-US capital account surplus, and the RMB
real exchange rate appreciation not only cannot lead to reduction in US FDI flowing into China,
but can contribute to the increase in FDI inflows.

Keywords: RMB real exchange rate; Balance of Payments; Current account; Capital account; Ex-

change rate reform; FDI; Export
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