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The Effect of Exchange Rate Fluctuations on China’s Export under

New Economic Situation: An Empirical Study Based on Panel Data

TANG Yan-qing, TANG Zong-ming

(Economic and Management School, Shanghai Jiaotong University , Shanghai 200052, P. R. China)

[ Abstract] Chinas exchange rate reform in 2005 changed the old exchange rate system into a managed floating
one which peg to a basket of currencies, further liberalizing the exchange rate fluctuations. Additionally, the global
financial crisis from 2007 has exacerbated exchange rate fluctuations substantially. Panel data from 2001 to 2008 be-
tween China and its 12 major trading partners is collected, and tested the effect of exchange rate volatilities on ex-
ports using the classical gravity model. Results show that the effect of exchange rate fluctuations on exports is not
significant during the period of 2001 to 2004, but it inhibits exports significantly in the period of 2005 to 2008.
Therefore, it is proposed that under the new background of financial crisis, the Government should strengthen the
stability of exchange rate in order to enhance the confidence of domestic exporters, and it is not the time to further
liberalize the exchange rate.

[ Key words] exchange rate fluctuations export flow gravity model panel data fixed-effect model



