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Text of the effect of nominal effective exchange rate pass — through into CPI:
Based on the inflation environment changes

Guangyu He Xiaobo Pang

Abstract: Through merge the Taylor ( 2000) staggered price model with the new open macroeconomics
model ( NOEM) make the inflation environment and the exchange rate pass — through into domestic prices
together. Select the data from 1998. 01 —2012. 04 to calculate nominal effective exchange rate pass — through
effect on consumer prices in the different inflation environment then test the pulse effect based on the
channels. The empirical results show that the short and long term effects of the nominal effective exchange rate
movements pass — through effect on consumer price low and influenced by inflation environmental obviously

from early 1998 to late 2002 continnously low inflation environment has hindered all channels of the exchange
rate pass — through; under the inflation environment the effect of monetary channels of exchange rate pass —
through is significantly higher than the effect of import price channels bet the sign of the effect is
negative. Recommendations on policies has been made in accordance with the conclusion of empirical studies.

Keywords: Exchange Rate Pass — Through; Consumer Price; Inflation Environment; Monetary Policy.



