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VAR Model Based Analysis: How RMB Exchange Rate Influences
Chinese Enterprises on “go abroad”

XIA Liang-ke
( School of Business, Ningbo University, Ningbo 315211, China )

Abstract: Based on VAR model, this paper examines the impact of the real exchange rate level and its volatility
on Chinese enterprises “go abroad” over 1982 to 2010, in which the VECM and Granger causality test are
adopted to conduct the study. The results show that the positive relationship between appreciation of RMB real
exchange rate and China’s outward FDI exist only in the short run, and this relationship turns negative in the
long run. However, the volatility of RMB exchange rate is helpful to stimulate OFDI in both the short run and
the long run. Moreover, the results indicate that the decision of Chinese enterprises investing abroad is more
sensitive to the exchange rate level changes than to its volatility.

K ey words: RMB exchange rate; Chinese enterprises go abroad; VAR model; VECM



