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The Effects of RMB Exchange Rate Movements on Firms’ Export Prices:
From the Perspective of Vertical Specialization

ZHANG Ming—zhi, JI Ke-jia

('School of Economics, Xiamen University, Xiamen 361005, Fujian)

Abstract: Based on the framework of Chen and Juvenal (2016) , we introduce vertical specialization into the produc—
tion function to study the effects of exchange rate movements on firms’ export prices. Using Chinese firm—level data from
the National Bureau of Statistics of China ( NBSC) and Chinese customs data in the period of 2000-2006, we find that:
(i) RMB appreciation reduces markup and marginal cost, thereby driving down firms’ export prices; (ii) raising the level
of vertical specialization increases the elasticity of markup and marginal cost, thereby driving up export prices with respect
to exchange rate movements; and ( iii) the impact of RMB exchange rate movements on export prices is largely based on the
mechanism of marginal cost rather than markup.

Keywords: exchange rates, export prices, vertical specialization
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