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ABSTRACT

Since the reform of the exchange rate mechanism in 1994, RMB real effective
exchange rate has started its journey of appreciating. The RMB appreciation has
affected the foreign trade in many aspects. And in this paper, according to Chinas red
circumstances the author analyzes the effect of the RMB appreciation on the Structure

of Foreign Trade based on the datafrom 1994 to 2004.

This paper is organized as follows as to the concerned main concepts and the

problems in this paper.

Chapter 1 deals with the distinction between some related concepts, such as the
nominal exchange rate, the real exchange rate, the nominal effective exchange rate
and the real effective exchange rate. Then a method of measuring the effective

exchange rate of RMB is selected, and with which the basic trends are concluded.

Chapter 2 shows the concepts of Siructure of Foreign Trade and the influences of

RMB appreciation on Structure of china's Foreign Trade theoretically.

From the perspective of changes in Trade Speciaization Coefficient of various
products and their proportions in export and import, Chapter 3 taps on the
contribution which the appreciation of rea effective exchange rate has made to the
changes in China's commodity composition of foreign trade. Moreover, the relations

between them are verified by the Granger Causality Test.

Chapter 4 chooses the seventh section products under the Standard International Trade
Classification, and mainly analyzes the effects of the appreciation of real effective
exchange rate on the changing trends of the Pattern Structure of Foreign Trade of
these products using the G-L index. Considering the specificity of Chinas foreign
trade, this chapter connects the real effective exchange rate with the Structure of
Foreign Trade through the medium of the processed trade and foreign invested



enterprises.

Chapter 5 summarizes the main findings of this paper and gives some suggestions on
how to make full use of the functions of the appreciation of RMB on Structure of

China's Foreign Trade especially the Pattern Structure of Foreign Trade.

Key words. Red Effective Exchange Rate; RMB Appreciation; Structure of Foreign Trade.
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