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Will the Exit of QE in USA Influence RMB Exchange Rate Fluctuation?
—Empirical Evidence from Factors of Market Arbitrage Behavior and
Central Bank Monetary Policy

DOU Feifei' TIAN Su-hua’
(1. College of Business,East China University of Politics and Law 201620
2. Department of World Economy Fudan University 200433)

Abstract: At the end of 2014, the Federal Reserve System of the United States ceased its
Large-Scale Asset Purchase program, which lasted for almost 6 years. The US quantitative
easing policy started to pull back gradually. We formulate the econometric analysis equation of
RMB exchange rate determination, considering the factors of market arbitrage and monetary
policy. The study finds that in the context of the Fed withdrawing its QE policy, there is a
tendency on the riser in both US short-term and long-term interest rates as well as the expected
rebounding of dollar asset against RMB asset. It will cause market arbitrage and capital
transnational movement, significantly increasing the pressure of the depreciation of RMB's
against U. S, Dollar. The crux of relieving fluctuation of RMB exchange rate to U. S. Dollar lies
in a one-off depreciation of RMB against U. S. Dollar to stabilize market expectation. That will
lower the expected return of shorting RMB. In the meantime, we need to keep an eye on the
reversal of capital flow.
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