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Stability of Investor Expectation, Cross-border Capital Flows, and CNY Exchange Rate
Fluctuations—From the Perspective of CNH Exchange Rate Guidance
QIU Zixun'”?
(1.Post-Doctoral Research Station of CFETS;
2.Post-Doctoral Research Station of Financial Research Institute of PBOC)
Abstract With the gradual opening of China's capital account and the increase of cross-border capital flows, the
role of risk management has been critical. This article takes economic policy uncertainty as the expected factor
leading to cross-border capital flows, and sets the CNH-CNY exchange rate spread as an important transmission
variable. The SVAR model and TVP-VAR model are used to systematically examine the relationship between
expectations, cross-border capital flows, and exchange rate fluctuations, as well as the time-varying characteristics
of this relationship. Research has found that, firstly, in the short term, the increase in economic policy uncertainty
significantly expands the exchange rate spread, reduces the net inflow of cross-border capital, and thus promotes the
depreciation of the exchange rate. Secondly, the expansion of the CNH-CNY exchange rate spread has promoted the
depreciation of the CNY exchange rate in the short term. Its impact on the exchange rate over the same term is weak
during the appreciation period and strong during the depreciation period. Its impact on future exchange rates gradually
increased following the "8-11" exchange rate reform, and had a significant negative impact on cross-border capital net
inflows for a period of time. Thirdly, the net inflow of cross-border capital significantly promoted the appreciation of
the RMB exchange rate and this effect gradually strengthened after the exchange rate reform. This study provides a
theoretical reference for steadily promoting the opening of capital accounts and preventing foreign exchange market
risks.
Keywords RMB Exchange Rate, Cross-border Capital Flows, CNH-CNY Exchange Rate Spread, Stability of
Investor Expectation
JEL Classification F31 F32 F4l
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