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Abstract This paper studies the impacts of exchange rate pass-through on the domestic
prices of exported commodities in China. Treating the real exchange rate of RMB as a sto-
chastic variable, the theoretical model emphasizes the effect of exchange rate volatility on do-
mestic commodity prices. Using panel data from 1990 to 2002, our empirical analysis shows
that increases in exchange rate volatility have a significantly negative effect on the prices of
some domestic primary commodities.
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