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ABSTRACT

The choice of exchange rate is a hot and controversial topic in the field of
international finance. It is widely accepted that pegged exchange rate regime
must be problematic on the situation of high mobility of international capital.
Chinese economy becomes more open, so freeing capital restriction is the
general trend. With the situation of more mobility on capital, how to choose the
fitting exchange rate regime of RMB has become the focus of discussion for
domestic and oversea scholars. This paper discusses the reform of exchange rate
regime of RMB and tries to give a possible solution based on the comparative
analysis of exchange rate regime.

Chapter one firstly analyzes the conception and classification of exchange
rate regime, then look back the three stages of evolvement of exchange rate
regime in the world: exchange rate arrangement in the gold standard, exchange
rate arrangement in Bretton Woods system, exchange rate arrangement in the
system of Jamaica.

Chapter two is review of all kind of theories choice of exchange rate
regime. Different scholars discuss exchange rate regime from different aspects,
such as analysis of cost and benefit, economic structure, noise trade, the effect
of macroeconomic policies, capital speculation, monetary crisis, and so on.

Chapter three further discusses the choice of exchange rate regime of RMB
and point out that current regime isn’t very fitting with the trend high mobility
of capital, while adopting the flexible regime isn’t feasible for our present
economic condition. So China only selects the regime from so-called
intermediate regime. Maybe the target zone is a feasible choice.

Chapter four is to discuss how to set up the target zone of RMB in detail. In
order to set up the target zone of RMB, one key question is to find the exchange
rate of RMB. By means of econometric testing I introduce the behavior
equilibrium exchange rate model to get the equilibrium exchange rate of
RMB,based on which building up the target zone of RMB.

Key word: Exchange rate regime;Equilibrium exchange rate; Target zone
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