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Abstract

Under the background of economic globalization, the economic activities between
countries have become increasingly close, and the global economy and the world market
have become increasingly integrated. As the top two world economic powers, China and the
U.S. will have an important impact on themselves and other countries in the world, and it is
true for the effectiveness of policies. This paper first summarizes the data of the real
effective exchange rate (REER) of China and the U.S. from 1998 to 2016, and analyzes the
correlation between the REER and the long-term fluctuation trend of balance of payments
(BOPs), unemployment rate and inflation index. Secondly, based on the multiple regression
model, the stationarity test, the Granger Causality test and the cointegration test are used to
analyze the interaction between these variables. The results show that for China, the REER
and government spending have a greater impact on GDP; For the U.S., the BOPs,
unemployment, money supply, and government spending have a greater impact on GDP.
The impact of fiscal and monetary policy of the U.S. on GDP is greater than that of China,
indicating that the effectiveness of U.S. policies is higher than that of China. Based on the
conclusion, recommendations are made to enhance the effectiveness of China’s policies.

Keywords: Policy Effectiveness, Open Economy, Real Effective Exchange Rate, Gross
Domestic Product
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£ i PG % [
1998 106.70 104.80
1999 103.00 104.80
2000 104.30 108.30
2001 108.60 114.00
2002 107.60 114.90
2003 102.90 107.70
2004 100.90 102.80
2005 100.00 100.00
2006 101.20 98.60
2007 105.10 94.10
2008 113.90 91.40
2009 117.20 96.20
2010 117.30 90.80
2011 121.30 86.90
2012 127.60 89.10
2013 133.30 89.80
2014 136.60 92.90
2015 146.10 102.80
2016 138.20 106.00
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At most 3* 0.5157 20.55 15.49 0.0079
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CREER does not Granger Cause CGDP 1.6580 0.2313 * B %
CGDP does not Granger Cause CREER 5.8337 0.0170 %
CUEM does not Granger Cause CGDP 2.2770 0.1451 * IE%
CGDP does not Granger Cause CUEM 0.5289 0.6024 * IE %
CINF does not Granger Cause CGDP 0.9807 0.4032 * IE%
CGDP does not Granger Cause CINF 0.5594 0.5858 * IE%
CM.: does not Granger Cause CGDP 5.7849 0.0174 *IE%
CGDP does not Granger Cause CM; 1.8073 0.2060 * IE %
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TE & dx t suit§ P E
C -2,674,805 -2.2912 0.0408
CBOP 0.6629 1.7464 0.1063
CREER 33,552.05 3.5395 0.0041
CUEM -185,741.50 -1.6380 0.1274
CINF 33,473.23 1.5107 0.1567
CM, 2.2301 1.5899 0.1378
CG 54.5689 11.7667 0.0000
R-squared 0.9991
Adjusted R-squared 0.9987
Durbin-Watson stat 1.2948
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