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Sudy on Relationship between RM B Real Exchange Rate and China’ s Economic Growth:
A Test of Balassa-Samuel son Effect Using Bounds Testing Approach

Xu Peiyuan
(Business School , Huagiao University ,Quanzhou Fujian 362021 ,China)

Abstract : Using Faria and Leon-L edesma’ s Balassar Samuel son model and the bounds testing approach ,this paper analyzes the long-run rela
tionship between RMB real exchange rate and China’ s economic growth during 1980-2007. The result shows that RMB rea exchange rate ha
ven' t appreciated with China’ s economic growth snce reform and opening ,and the Balassa Samuel son effect haven’ t appeared in China These
results can be attributed to China’ s measures to depreciate the overval ued exchange rate before its high-speed economic growth ,as well as the
nor- marketing labor market hindering the price transmit mechani sm of the Balassa Samuel son effect. However ,if China’ s economy growth keeps
with high-speed in the future ,RMB real exchange rate will experience a process of appreciation

Key words: RMB real exchange rate; China’ s economic growth; Balassa Samuel son effect ; bounds testing
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