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Formation Mechanism of RMB Exchange

Rate: Institutional Arrangement and Marketization

ZHANG Zhongjin
( School of Business Nanjing University Nanjing Jiangsu 210093 China)

Abstract: The formation mechanism of RMB exchange rate is the related arrangement based on a particular ex—
change rate system about the country’ s decision management and improvement of its exchange rate which regulates
the level of a country’ s economic development and helps to achieve a equilibrium of the domestic and international
economy. Exchange rate mechanism is formed in a particular exchange rate system with the foundation of the sys—
tem so it will not deviate from the given trajectory. The arrangement of specific exchange rate regime will produce a—
dapted exchange rate formation mechanism and vice versa the formation and improvement of exchange rate mecha—
nism will also promote exchange rate regime guiding to the right direction that fits in with economic development
and the transition of exchange rate regime will initiate the transformation of adapted exchange rate formation mecha-
nism. The both are often interacting with each other. The final result of this interacting relation is the marketization
which is the inner logic of this article. The formation mechanism of RMB exchange rate in the institutional transition
is gradually changing from the strategic official mechanism to marketing system and it has experienced five steps:
turning planning arranging testing and formal operating.
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