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2

Series: LNCNYEUR LNNEEU LNIREU LNIFEU (Lags interval: 1 to 5)

5 Percent Critical Value

1 Percent Critical Value

Hypothesized No. of CE (s)

Eigenvalue Likelihood Ratio
0.590712138 81.46899018 47.21 54.46 None **
0.500001383 45.73552812 29.68 35.65 At most 1 #*
0.3055842 18.00953029 15.41 20.04 At most 2 *
0.081996333 3.42215576 3.76 6.65 At most 3
# (**) denotes rejection of the hypothesis at 5% (1%) significance level
LNCNYEUR LNNEEU LNIREU LNIFEU C
1 -0.175250224 0.11351949 0.884967397 -1.474737475
(0.0255536275336) (0.0498116468968) (0.370925264627)

Series: LNCNYUSD LNNEUS LNIRUS LNIFUS (Lags interval: 2 to 5)

5 Percent Critical Value

1 Percent Critical Value

Hypothesized No. of CE (s)

Eigenvalue Likelihood Ratio
0.673407897 94.70824569 47.21 54.46 None #*
0.583399591 49.94651451 29.68 35.65 At most 1 **
0.267754896 14.92140377 15.41 20.04 At most 2
0.059548419 2.455804571 3.76 6.65 At most 3

# (%) denotes rejection of the hypothesis at 5% (1%) significance level
Normalized Cointegrating Coefficients: 1 Cointegrating Equation (s)
LNCNYUSD LNNEUS LNIRUS LNIFUS C
1 -0.054417855 -0.050773717 -0.742363051 -1.254140963
(0.0246382949419) (0.00759736915866) (0.356762878061)
Series: LNCNYJPY LNNEJP LNIRJP LNIFJP  (Lags interval: 1 to 2)

Eigenvalue Likelihood Ratio 5 Percent Critical Value 1 Percent Critical Value Hypothesized No. of CE (s)
0.502102187 51.03908395 47.21 54.46 None *
0.314538043 21.05258598 29.68 35.65 At most 1
0.075910683 4.813108043 15.41 20.04 At most 2
0.032448085 1.418406441 3.76 6.65 At most 3

* (**) denotes rejection of the hypothesis at 5% (1%) significance level
Normalized Cointegrating Coefficients: 1 Cointegrating Equation (s)
LNCNYJPY LNNEJP LNIRJP LNIFJP C
1 0.078190112 0.044087668 1.44183386 -1.985281994
(0.0134609516523) (0.00993385396133) (0.444425391223)

Series: LNCNYHKD LNNEHK LNIRHK LNIFHK (Lags interval: 1 to 5)

1 Percent Critical Value

Hypothesized No. of CE (s)

Eigenvalue Likelihood Ratio 5 Percent Critical Value
0.79207673 113.3524916 47.21 54.46 None **
0.453709182 50.52904507 29.68 35.65 At most 1 #*
0.426902325 26.3448926 15.41 20.04 At most 2 **
0.096901094 4.076928056 3.76 6.65 At most 3 *
# (**%) denotes rejection of the hypothesis at 5% (1%) significance level
Normalized Cointegrating Coefficients: 1 Cointegrating Equation (s)
LNCNYHKD LNNEHK LNIRHK LNIFHK C
1 0.086111233 -0.096426502 -0.449032274 -0.380751943
(0.0111443260486) (0.00646070366782) (0.103742864204)

Series: LNCNYKRW LNNEKR LNIRKR LNIFKR (Lags interval: 1 to 1)

1 Percent Critical Value

Hypothesized No. of CE (s)

Eigenvalue Likelihood Ratio 5 Percent Critical Value
0.633593288 78.39195833 47.21 54.46 None **
0.477574477 34.2154599 29.68 35.65 At most 1 *
0.109800559 5.647454714 15.41 20.04 At most 2
0.011969284 0.529825681 3.76 6.65 At most 3
# (*%) denotes rejection of the hypothesis at 5% (1%) significance level
Normalized Cointegrating Coefficients: 1 Cointegrating Equation (s)
LNCNYKRW LNNEKR LNIRKR LNIFKR C
1 -0.289638846 -0.594855686 2.114724874 5.844021745
(0.0517556116176) (0.0752656514406) (0.372222597177)

Series: LNCNYTWD LNNETW LNIRTW LNIFTW (Lags interval: 1 to 5)

1 Percent Critical Value

Hypothesized No. of CE (s)

Eigenvalue Likelihood Ratio 5 Percent Critical Value
0.795295114 118.8809382 47.21 54.46 None **
0.616961067 55.43350154 29.68 35.65 At most 1 **
0.319641595 17.04875588 15.41 20.04 At most 2 *
0.040250862 1.643333738 3.76 6.65 At most 3
# (%) denotes rejection of the hypothesis at 5% (1%) significance level
Normalized Cointegrating Coefficients: 1 Cointegrating Equation (s)
LNCNYTWD LNNETW LNIRTW LNIFTW C
1 -0.123236423 -0.931095069 -3.837878945 1.416854131
(0.0591417811694) (0.186267253124) (0.710843664032)

1.% (**) denotes rejection of the hypothesis at 5% (1%) significance level.
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Abstract: The ongoing global financial tsunami inflicts heavy losses on the financial system as much as the real econo-
my of developed economies. China’ s foreign trade is inevitably affected. In addition, after the exchange rate regime shift in
July 2005, the trade surplus and foreign exchange reserve of China are still accumulated, trade conflicts occur from time to
time, due to the view that China is manipulating exchange rate of RMB. Therefore, it is necessary to investigate the exchange
rates of China and its six primary trade partners in order to resolve trade conflicts and assure us of the healthy development of
China’s foreign trade. The conclusion is that the current level of exchange rate of RMB is reasonable as a whole, but it is in-
dispensable to adjust the exchange rates of RMB according to the different partners, after investigating the exchange rates of
China and its six primary trade partners after the exchange rate regime shift. Furthermore, this paper analyzes China’s foreign
trade policy, foreign exchange rate policy and monetary policy of China and puts forward some proposals.

Keywords: Exchange Rate; Net Export; Interest; Inflation
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