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Abstract

Abstract

July 21% 2005, the forming mechanism of Chinese exchange rates evolved from
pegging USD (nearly fixed exchange rates) to a new exchange rates regime, which is a
controllable floating one, based on the market supply and demand, adjusted according to a
basket of currencies. This means Chinese foreign exchange reform gets an essential
strategy step. Furthermore, the volatility of RMB exchange rate impact deeply in all of our
economic life. In recent years, with the world economic downturn, especially China only
got 6.9% GDP increase in 2015 and RMB joined in the SDR basket of currencies, each of
the worldwide economic issues can become the “black swan event”, all of the elements
increased lots of uncertainty to RMB volatility. Since that, the fluctuation of RMB directly
affect Chinese enterprises’ operating strategy, marketing strategy, operation management
strategy, investment and financing strategy, etc. The Chinese companies must strengthen
their foreign exchange management senses and risk control skills if they want to open up
more oversea markets and get their company to have a stable and healthy development.
Hence, this dissertation use empirical research and case study to get valuable foreign

exchange rate forecast model and precious conclusion.

This thesis totally has five chapters. The chapter one summarize research background,
study main questions and meanings. By collecting data from fifty-six Chinese listed
company of ten different industries foreign exchange gain or loss and analyzing, | find out
that the volatility of foreign exchange rates has direct and deep impact to company’s
operating income. The chapter two is a review of the literature. The chapter three by
drawing the domestic and overseas outstanding scholars’ research findings, extracting the
daily RMB exchange rate during Nov 1% 2005 to Oct 31* 2015, using GARCH(1,1) model
to make empirical study and forecast the rate trend. Although trying hard to use big data
with GARCH(1,1) model, I have not got the good detection results. One interesting
outcome when my keep trying: compared with GARCH(1,1) model, ARCH(1) model is
better and more accurate for the forecast results. The chapter four is about four case
studies. In this part, | listed the failed and succeeded four Chinese enterprises and
summarized the valuable experiences and advices. The chapter five is the final one of this

dissertation. By clarifying four main aspects with corporate governance, operating and
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marketing strategy, global diversification strategy and financial derivative instruments to

improve Chinese foreign exchange rate management and risk control performance.

Key Words: RMB Rate, Foreign Exchange Rate Management and Risk Control,
ARCH/GARCH Model, Hedge
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