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Analysis of Cam ovan ents hew een Exchange Rates and Stock Price:s

The case of Chmna and Japan
PANG Xiao— ho"  LIYan— hui”
(A Center forQuantiative £ conamics of Jiln Universiy Changchun  Jilin 130012 Ching
B Business Schoo] of Jilin University Changchun  Jilid 130012 China)

Abstract Deregulation in exchange rats and nemational capita] flov may generate a canovement heween
exchangé rates and stock Prices of a countty This studY conducts a heoretica] analysis of he transnisspn
mechangn w1h mterest rates as the nemediate variah e Fmpircal resuss shov a significant long— mn neg
ative associjatjon heween preign exchange rates and stock prices For Ching the [on€— run (Granger causaljty
runs fram Shanghai Stock Index © RVIB rates The lessons of Japan suggest that Positive effects of RVIB aPPre
ciation on share prices can he plloved with serpus consequences upon the purst of stock market bubble A
gradua] approach may ensure the initfili‘y contro]lability and gradua ity of the exchange rate reforms (Chna
shou]d contio] the Pace of the refom progress accor]ng 1© he changng international and damestic econan ic
siatons tBhten restrictons on apnomal capia] inflow and strengthen the market supewvispn in orjer
build an open fair and transparent securities matketas wej] as the instiutiona] fundanentap prRMB interna
tionalization
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