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Abstract

The balance of payments (BOPs) is a summary of the foreign economic and financial
relations of a country, reflecting the country’s international economic status and the
operation of the macro and micro economy. As the relative price of the two currencies, the
direction of change of the exchange rate will inevitably have an impact on a country’s trade,
and trade in turn acts on the BOPs, and the two are interrelated and affect each other. China
has maintained a huge annual BOPs surplus relying on a sound industrial chain and
developed manufacturing industry. At the same time, affected by the epidemic and the
pressure of industrial transformation, China is also facing the pressure of inflation risk and
rising unemployment rate. Under the open economy, both internal and external equilibrium
can be achieved through the adjustment of macro policies, but its adjustment process needs
to be cautious. From the perspective of direct exchange rate and real effective exchange rate,
this paper uses the improved Swan model to establish the multiple regression equation of
internal and external equilibrium, and explores the dynamic changes of exchange rates and
macro policies in China, Japan, the United Kingdom and the United States with real
effective exchange rates. Suggestions are proposed for China to properly implement the
related policies.

Keywords: Real Effective Exchange Rate, Internal and External Equilibrium, Improved
Swan Model, Balance of Payments Adjustment
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#4a. 2 & T et P % % (DER DOM BOPR UEM INF GR MR )

Rk AR SWEhiE PE  BAPREASE SWhihE PiE-
r=0"  304.6924 125.6154  0.0000 132.8400 46.2314  0.0000
r<1" 171.8524 95.7537  0.0000 55.8087 40.0776  0.0004
r<2° 116.0437 69.8189  0.0000 43.9100 33.8769  0.0023
r<3° 72.1337 47.8561  0.0001 39.2662 27.5843  0.0010
r<4 32.8675 29.7971  0.0215 22.3715 21.1316  0.0333
r<5 10.4960 15.4947  0.2445 9.9085 14.2646  0.2180

#4b. i & X Exenph B3 % % (IREER DOM BOPR UEM INF GR M:R )

Rk AR SWEhE PE  BAPREASE SWhhE PiE-
r=0" 238.8678  125.6154  0.0000 76.9291 46.2314  0.0000
r<1° 161.9387 95.7537  0.0000 62.8888 40.0776 ~ 0.0000
r<2° 99.0499 69.8189  0.0001 45.7182 33.8769  0.0013
r<3° 53.3318 47.8561  0.0140 33.2261 27.5843  0.0084
r<4 20.1057 29.7971  0.4157 13.1801 21.1316  0.4358

TR KR A2 p AR

Trace test indicates 1 cointegrating egn at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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IREER |+ DOM 5 GR e 22 2 B Fl > @ MR 5 IREER 2. 3 { 3 &P Lo
F % X ko

# ba. ® 40 F (DER) 5 f2f X #ceh Granger 7] % 7% % % (Lags : 2)

il Fatg P& %t
DOM does not Granger Cause DER 2.0489 0.1551 R i#3E% R oK
DER does not Granger Cause DOM 6.1451 0.0083 % BBk
BOPR does not Granger Cause DER 0.0509 0.9505 RizIE4% R BoX
DER does not Granger Cause BOPR 24116 0.1153 x 2 IE % R BoX
UEM does not Granger Cause DER 5.0383 0.0169 3B % BBk
DER does not Granger Cause UEM 0.1188 0.8886 A2 IES R EAR
INF does not Granger Cause DER 1.1165 03470 R Z{EH R EX
DER does not Granger Cause INF 0.1797  0.8368 £ Z{E4% R iEX
GR does not Granger Cause DER 0.1643 0.8496 2 B % R BOK
DER does not Granger Cause GR 2.1781  0.1394  AFIEZ% R BOK
M:R does not Granger Cause DER 1.4814  0.2512 RFIEZ% R BOK
DER does not Granger Cause MR 2.6679  0.0940 A FEIEZS R B
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# 5b. 2 &3 »ir ¥ (IREER) b j2f2 X #ceh Granger F1 % #:72% % (Lags : 2)

DOM does not Granger Cause IREER 1.5616  0.2343 A FIEZ% R EX
IREER does not Granger Cause DOM 56946  0.0110 IE % RBok
BOPR does not Granger Cause IREER 3.5444  0.0481 IE % R BoX
IREER does not Granger Cause BOPR 3.4503 0.0516 A FIES R EX
UEM does not Granger Cause IREER 4.3590 0.0268 iE % R BoX
IREER does not Granger Cause UEM 0.2591  0.7743 22 {E% R BAX
INF does not Granger Cause IREER 4.0594 0.0331 IE % R iBoK
IREER does not Granger Cause INF 1.2786 03002 £ Z2{EH% R EAX
GR does not Granger Cause IREER 0.0010  0.9990 A FIEH R BoXK
IREER does not Granger Cause GR 5.5761 0.0119 IE % RBoK
M:R does not Granger Cause IREER 3.6717  0.0438 IE % RBoK
IREER does not Granger Cause M>R 48107  0.0197 B % R BoX
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(a) DERYY DOM UEM INF GR MR

Inverse Roots of AR Characteristic Polynomial Inverse Roots of AR Characteristic Polynomial
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(b) IREERYY DOM UEM INF GR M;R

Inverse Roots of AR Characteristic Polynomial Inverse Roots of AR Characteristic Polynomial
15 1.5
1.0 1.04
0.5 * . 0.5 .-
0.0 . . 0.0+ .
-05 3 2 . : -0.5 4 .
-1.0 -1.0 4 '
-1.5 - - : - r -1.5 ‘ ‘ - - -
-15 -10 -05 0.0 0.5 1.0 1.5 15 -1.0 -05 0.0 0.5 1.0 1.5

(¢) DERF® DOM BOPR GR M>R
TR KR A2 AR
F] 5. MERITFHE LG T FHE p 0L h IS §

(d) IREERF* DOM BOPR GR MR

AL AR

34 5 AW

o B SEELECA| T QR e § R AN (7 A4S w5 R e
4 6 %77 o % 6 chR4aHEA) ¢ > DERYY ~ IREERYY ~ DERFE « IREEREE/} gl e &
T & 4o e IRIDHT ~ 1Y B _Ji}q P & & op anp IMIDHF~ 11 E Fr S ¢ £ 5T et RS
fgrr‘_lz ,gn gi»}; E DI & 4 7 eheb “'U”fg_r’ S ll;#.’.tir.l—ﬂ:]‘ ﬁ:ml—rp my—,gj—y ¢ 3 ﬁ ‘.4%»,3&:—,
ﬁﬂﬁyﬂ(%ﬂ3%ﬁ)m&&’u Br b L4 oor A m enp 3RS A
LR 07 1S RTF b £ R T R 0 SO 0 ST o g
WA R G E 02 D-W 20+ 7 % BALh e E ihp B 4p X (‘auto-correlation ) o

70
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