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L F] (AUT) 14. 02 13. 62 33.78 34. 41 33.40 37.38 38.39 36.75
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[ (FRA) 18.39 19. 40 23.10 23.71 22.73 25. 45 26. 09 25.05
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Abstract: The in-depth development of global value chains has a profound impact on the international trade
model. In the past 30 years, the increase in trade in intermediate goods has gradually become an important part
of international trade, providing a new perspective on the effects of exchange rate transmission. In order to
explain the transmission mechanism of exchange rate fluctuations on core CPI, based on the theoretical model of
Campa and Goldberg (2006) , we used the input-output data of 43 economies in the WIOD database from 2000
to 2014 to empirically analyze the exchange rate pass-through on the core CPI, and quantified the contribution
of trade in intermediate goods to exchange rate pass-through. There are three findings. First, trade in
intermediate goods is the main transmission path of exchange rate affecting core CPI. This indirect transmission
channel based on production costs is more important than direct consumption of imported goods. Second, the
distribution cost not only provides a channel for exchange rate pass-through due to the use of imported inputs in
the production process of the distribution sector, but also reduces the proportion of imported inputs in the final
consumer price that hinders exchange rate pass-through. The two forces almost offset each other. Third, for
economies with high production and operation flexibility, the exchange rate pass-through effect is low. Although
China’s domestic commodity production has a lower share of import inputs than other economies, more than
60% of the pass-through is from the use of import inputs. In order to reduce the impact of the exchange rate on
domestic price levels, it is necessary to increase the flexibility of production and operation of domestic
enterprises.
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