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Abstract: Exchange rate is one of the core economic variables in an open economy, which exerts a profound
influence on export and import; and export and import are closely related to national revenue and welfare. In
recent years, with China’s ever-expanding economy and further integration of global trade, RMB appreciation
has become a hot-debated issue. Thus, this paper shall explore a Computable General Equilibrium (CGE)
model to evaluate quantitatively the impact of the appreciation of RMB real effective exchange rate (REER)
on Chinese economy. The base year database for our CGE model--Social Accounting Matrix (SAM) of year
2005 is constructed based on the latest 2005 input-output tables of China. The main results are as follows:
RMB REER appreciation reduces the output of most sectors, except for the construction and services sector.
Increased demand for the construction and services sector induces more output because currency revaluation’s
wealth effect causes the domestic purchasing power to strengthen. RMB REER appreciation reduces demands
for agricultural labor and most non-agricultural labor. Increased demand for the construction and services sec-
tor also induces more labor demand.
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Table 2. Armington & CET Elasticities for Trade and Sectoral
Structure of Production and Trade
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Table 3. Commodities Sector Volume Impacts of RMB apprecia-

tion
RICEAENFRIIIBENTIE
W A (QD)
I BEREA T 2B %

FAC¥  BRL1 B2 B3 B4 S
K 1.59 -2.67 -3.62 -5.22 -6.95  -11.19
oK 1.57 -2.61 -3.47 -4.84 -6.27 -9.68
INEE 1.45 -2.67 -3.59 -5.11 -6.72  -10.63
LR/ 2.32 -2.58 -3.44 -4.81 -6.25 -9.75
Hesw 0.48 -3.30 -4.70 -7.19 -9.97 -16.70
R R 7.84 -2.42 -3.14 -4.24 -5.33 -7.89
Hetkyw 4.02 -2.56 -351 -5.11 -6.87 -11.29
LI 13.30 -2.26 -2.65 -2.90 -2.81 171
ol 4.21 -2.57 -3.39 -4.67 -5.94 -8.80

il 3.96 -1.88 -2.10 -2.02 -1.48 0.94
gkl 1.17 -3.07 -3.96 -5.26 -6.47 -8.93
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Fii 5.67 -3.67 -5.75 980  -1464  -27.05
e 5.89 -3.67 -5.70 959  -1417  -2576
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AMFH 4.39 -3.43 -5.03 -7.91 -11.17  -19.35
&AL 9.01 -9.10  -1249  -1799  -2359  -35.89

il 172.13 6.47 8.07 9.81 10.58 9.36
KA 23.21 -0.36 -1.47 -4.44 -8.86 -22.58
e 11.53 63.60 8369 11224 136.76  179.16
&4 143.54 2.76 3.84 5.65 7.58 12.14
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