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Abstract: This paper analyzed the dynamic relationship between the stock prices in China and
RMB’exchange rate through Cointegration tests, Vector error correction modeling technique and VEC
Granger causality tests, in which daily data covering July 2005 to January 2010 was used. The results
showed that a cointegration relationship and long run equilibrium between the two vari-ables, and there
was positive relationship between the stock prices and RMB'exchange rate.It was found that there ex-
isted the Granger causality from stock prices represented as shanghai and shenzhen integration index to
RMB'exchange rates in the long-run,and there didn’t exist the Granger causality from RMB'exchange
rate to the stock prices. It is found that there existed the Granger causality between the stock prices and
RMB'exchange rate in the short-run,and RMB' exchange rate was more significant.
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