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The Evolution of the RMB Exchange Rate Regime .

Retrospect, Experience and Prospect
ZHANG Ming (Institute of Finance & Banking, Chinese Academy of Social Sciences, 100710)

CHEN Yinmo ( Business School of Beijing Language and Culture University, 100083)
Abstract: The reform of RMB exchange rate regime has gone through three stages since 1994, each stage
lasting about ten years. To adapt to the changes in the macro environment, the reform of RMB exchange rate
regime focused on the unification of dual exchange rates, the expansion of daily fluctuation zone and the reform
of central parity pricing in the three stages respectively. As for each stage, we summarized the leading reform
and the aided reform, and evaluated the reform effectiveness. The major lessons include adopting gradual
reform strategy, avoiding exchange rate overshooting, maintaining appropriate capital flow controls, and using
structural reforms to support exchange rate regime reforms. Free floating is the ultimate goal of the reform, but
it is difficult to achieve in the short term. We propose an annual target zone for RMB’s effective exchange rate
during the transition phase, aided by necessary capital flow controls.
Keywords: RMB Exchange Rate Regime Reform, Unification of Dual Exchange Rates, Central Parity Pricing

Reform, Annual Target Zone for Effective Exchange Rate
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