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China’s economy: Japan’s Redux?
---Based on Exchange Rate Appreciation

Wang Yi-Zhong and Luo Zhi

Abstract: Based on “double targeting policy” (targeting foreign exchange rate market and
targeting the real exchange rate) in the process of the Yen appreciation, we try to analysis the
method that Chinese government can use to alleviate the pressure on appreciation in this paper.
The empirical results indicate that if Chinese government adopts tight monetary policy, the
economy may not only realize passive appreciation, but also control inflation effectively.
Otherwise, the policy of active appreciation may make the economy into trouble which Japan has
experienced. The effectiveness of “targeting foreign exchange rate” depends on the result of
interest rate policy. In the long run, “contracting target” (reduce money supply. raise interest rate
and others) policy not always lead to economic recession. In order to avoid liquidity trap, the
“contracting target” policy is better than “expanding target” policy which has been adopted by
Japan government. Finally, this paper offers some advice that may avoid Chinese economy
following the same disastrous road the Japan passed through.
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BEWA, RS ARG, IEATERR T ZE R AR S e A (E X, 2007). 7
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HoCTHE R R BRI, AR E TR R A 2R DU LA (1) “m 5Kk
WAL &5« BEAPERT AR Wt RIXIAE TSN FR THE R T XA, HA B R e AE T
LB HTHE N RHA P RIERTAE”, [ SEAGE DA MRS, NAZ AN ST HER K “ 5%



AVERTAE”, ZBORASA S FEA T IR — MR A T2 BT HEd R, 2Rk
[l MR e B AK ZE 80, BT A SE Byl 2 s br bt & BT AO@ B AK « I HL7EIE 2 e g 0T 43
SETCHIRRE, DRI MECK At (2) Pk AR MR EFHE" . MBI R A EE,
NRICHIEALEAE R . HARSEE T SRR AT, PRI AR R T K 3
(EXH, 2007). Cheug.etal (2007) #& HIEHEFBIAUETH N R TILRKBEE, ok
RAAF AAC)E, g RRH AR MICRRAFE AR N (3D RN, AREHEATRH
ARG AN 564 F B4k, ORAE— 8 (R T AP IR B B, TR T LAYk % S5 4 1k U
HBEARA S [, K4 SOEFRBESIMEEL, AReR N R M4 SOEHAE D BUR T
H, miHGeRL “ BT AR FE SR MBOE HbR; (4) MdiRER%, B ity e
%, wWIHHRS) BAAT (UMb B4 9 T BD RSEIUTHE B bR, (H25 1137 T
FU, PRI INIR BE 3R O E AN ROMAE A TE, MR RIR B IR =l e SR BF R, Pmd
JER AL B o T HLE AV B T BORE 5 e S M BOR AR & o A H AR 4545 F1 H A g
BRAT I B A TR I, RN Ze P HE R T, 2 BUR I 2 5 TG AE 58 A R T 2551847 .
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LI HTRIREA D] 2 1999 4F 1 % 2006 4 12 /1, AR SEEIeH SR @I ARA) 2 5
#R Atk (2007), EAKFEWK A IFS (HEERT A IHE bR &g . 4 OERTZS) FR= (g
SISO TEIE R, AR bero T EFIF AR R, WAy 1 IS HRNL IR (5SS
TOMIER, MZEARRAC ire SR 2RO I B A SR RO KR SR Y e i PR O K R 2 2,
PARANY opio BT I 2NE, XX AR AR, By X EHIRA, X = Ln(l+X) .

Mk 2: BERIE (EXHF, 2007)

LI T IREAR X H] 2 1994 4F3 1 ZRREF 2006 4F5 2 28, JoFe il BT Rk B IMF 1) ([E
brasmigeity (FS), R & ads, WBILIHTFE N, ShAR0rRu AR (6) W, WA
R, 0K rer, A EAMIFE: EE. g BRI HA, fEE, EE. B, . EE, P
E . RV, BE. Dok, Frndk. RE. &0, FERXMPEN, X 16 AME RS EFEEH
158 S 401y v ] gt A H S G R P LUl 73.4% (3 IMF 2 IR SE B R0 3R 300l R AT
TS, PrUAASCERE R ROMNELPES N SX 16 MEZKWYEE DR 80 I ELR, ERsk
Wi 7KL e M R B, IR BR L Fe ke 46 i 2000 4E55 1 7R84 100 )58 HE3E 4. 4 L% L&
AT E I ZR R HE, KRR RN 5% [ 0 B AR VR e sl Bebm i, 1999 4F 2 J5 1 BRI 25 15 B¢ 1T
PL 1 BRJ1=6.5596 72 H{=1.9558 f[H & 55 =1936.3 = KA HL$7=2.2037 firf =% J& 1 LEA) 58 (RO - LR AT 1998
F£12 A 31 HAED.

hgE— A, LML IME A0 5E MAIESE M2 MR, JERON 4L, AR RECE B, 1994-1998
FVEEL ME . BRI L DL M2 48, 1999-2006 A LAY H B 42+ 5 AR+ Ho A A2 AR A B2 1T
PANERH S ESHEE LB E, BEICh m; AL SRR S EEAT RIS R R LR, PEAZ
SRR LA 1 AE AR R R R, B Rdoh ir; #5RE3] 1997-1998 7R W A fE LI g e phoky, REArpT)
ANRERIAS L, THEARX GDP i #&r, H A SO 24 % B GDP ik & — 1, AR [FHE PR A
VBRI —FE . BRBTINYE 1994 4F25 1 ZRFF 3 2002 4E5 4 ZoFE I AR FE AR iRt A SR B00H 34 9 22 B iR
LEEE . T E GDP ZE Aok 1 1996 4E5 1 11-2006 458 1 3 € [E N BUARAT ST 4R M K Geit R .
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1986129 | s opi, ik g% B SIERID, b AT B U AN T R B I
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ST R B, DU R P s 2 I S A T

roneato | A SLRAT IR SCHE MG AE 300 S I T A B ahl 2 £ BURT KPR
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FEUIRERARBA s, REFI AR E
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1987.2.20 | fiskmfse i, i, HASESE EE R MAEANE 3 LT A8, FERDJL
AL K — i s AN T R R E 2k .

WRlSkUE: Okina,etal (2001)

Mz 2 AL AR A
AR Mg RI(C, T, L) ADF it & IR A (1%, 5%. 10% )
ber (C, T, 1) -3.0012 -4.0586. -3.4583. -3.1552
ir 0, 0, 3 -0.8794 -2.5903. -1.9444, -1.6144
cpi 0, 0, 2) -1.81967 -3.5022. -2.8929. -2.5836
Dber 0, 0, 3 -6.5165%** -2.5906. -1.9444. -1.6144
Dir 0, 0, -4,8129%** -2.5901. -1.9443. -1.6145
Dcpi 0, 0, 1 -8.3846*** -2.5901. -1.9443, -1.6145
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s 3 FAT IR
E KIFRAC, T, L) ADF vt i I 58 (1%. 5%. 10% )
rer (C, T, 4) -2.8198 -4.1756. -3.5130. -3.1869
ir (C, T, 4) -2.0204 -4.1756. -3.5130. -3.1869
m (C, T, 3) -2.7336 -4.1706. -3.5107. -3.1855
y (C, T, 4) -2.0204 -4.1756. -3.5130. -3.1869
Drer (0, 0, 3) -5.3829%** -2.6174., -1.9483. -1.6122
Dir (0, 0, 3) -2.1004** -2.6174. -1.9483. -1.6122
Dm (C, 0, 2) -2.7374** -3.5812. -2.9266. -2.6014
Dy (0, 0, 3) -2.1004** -2.6174., -1.9483. -1.6122
MR 4 HEERRAMH
Bt I T gk 348 R
SRR JoHR L) e e L)
g T T T f=E) s
PHER R G 0 0 0 0 0
Y I KRR 0 0 0 0 0
e K IO R AN B K 5%, BLR A .
My 5 HEERRNH
B I I gk 348 R
R Jo#kiE e g g e
PHERR G 1 1 1 2 1
Y I RAFAEAE 1 0 1 0 0
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