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Study on the Relationship between RMB Internationalization and
Current Account by Using the TVP — VAR Model

LIU Fang

( School of Economics and Management, Yunnan Normal University , Kunming, Yunan 650500, China)

Abstract: This paper studies the two — way interaction between RMB internationalization and current account
by using the time varying parameters vector autoregressive( TVP — VAR) model. The results show that: 1) the im-
provement of RMB internationalization has a continuous reverse adjustment effect on China’ s current account sur—
plus,and its intensity weakens overtime,and shows an obvious effect in the current period; 2) the expansion of cur—
rent account surplus inhibits the rise of RMB internationalization but the inhibition has an obvious time - lag, and
that showing a weak current effects,a strong medium — term effects. Further research found that the internationaliza—
tion of RMB and capital and financial account are mutually reinforcing, even the external impact also doesn’ t
change the relationship.

Key words: Internationalization of RMB; Current account; Capital and financial account; Time varying parame—

ter vector autoregressive model
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