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Short-run misalignment of RMB real effective exchange rate:
estimation based on general dynamic equilibrium models

LI Xin', ZHU Longfei', DENG Qizhong"-?

(1. Economics and Management School, Wuhan University, Wuhan 430072, China;

2. Management of school, Hunan University of Science and Technology, Xiangtan 411201, China)

Abstract: Based on the framework of Keynesianism, this paper constructs a structured model of short-run dynamic

macroeconomics with expectations. It takes the series including RMB real effective exchange rate from the first season

of 1994 to the fourth season of 2008 as the samples, and applies the econometrical method of GMM to estimate the

model with full consideration of data generating process and economic and theatrical connotation. The empirical

research proves that expectations plays a significant role in the economy, and in most of seasons misalignment of RMB

real effective exchange rate is less than 2% and the velocity of appreciation is too faster, which is not suitable for the

current economic recession. Therefore, the government should take the policy to decrease the interest rate and increase

the monetary supply.

Key Words: RMB real effective exchange rate; structured equations model; general equilibrium; GMM



