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Under ganding Equilibrium, Misalignment , Vodatility and
Adjugment & RM B Exchange Rate

Jin Xuglun and Wang Yizhong
(School of Ecoromics, Zhgjiang Universty)

Abgract : This pgper differentiates the output market equilibrium exchange rate ,m sdlignment and ol tility from asset merket , and
gets dort-term or long-term vaue of RVB equilibrium exchange rate. The findings indcate thet the RMB is mot serioudy
overva ued or undervalued , and red exchange rate(RER) is undervaued in the output market , which has an enlarging trend , but
overvdued in the asset market. The long-run woldtility in the ouput market nodly dems from reative supply inpact , but
mechani am for its adjusment and relative nmonetary supply impact acoount for mogt of the short-run variationsin the asset market.
Rolicy inplication indicates thet a leag controlled capitd account decreases risk premium, and alows decidon maker to adjud
dort-term wolatility of the RER , then enlarge the wolatility range in order to ease gopreciation expectdion, which can dimnate
gort-term misdignment in the asst market ; Decison makers can only regard longrun equilibrium exchange rae as target
exchange rate of gppreciaion gven the determinant factors of the long-term wolatility , which can redlize the equilibrium between
internd and externd ecoromy by force of supply management policy on condition that demand management policy isinvaid.
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