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Real Exchange Rates and Chinese Bilateral Trade

CHANGJUN YUE

Peking University

Abstract To highlight the impacts of the real exchange rate on Chinese bilateral
trade not only the bilateral real exchange rates between China and its trading partners
are taken into account but also the bilateral real exchange rates between China’ s export
competitors and China’ s trading partners are incorporated into a reduced export equation.
The statistical results show that the main Asian developing economies are China’ s export
competitors and the Asian Financial Crisis of 1997 did decrease China' s export in 1998
and 1999. The econometric results show that besides the effects of foreign demand and
domestic supply both the bilateral real exchange rate between China and its trading
partners and the bilateral real exchange rates between China' s export competitors and

China’ s trading partners have significant impacts on China’ s bilateral trade.
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