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Influencing Factors of RMB External Demand
ZHU Zongyuan TU Ziheng
( Zhejiang University of Finance and Economics Hangzhou 310018)

Abstract: According to the international currency demand theory the paper firstly analyzed possible factors of RMB
external demand filtered important variables using stepwise regression method. Taking Hongkong offshore RMB market as
an example this paper introduced a dynamic factor model to check the dependence of external demand on exchange rate
expectation. Results showed that international policy and exchange rate expectation was significant spreads and exchange
rate volatility were not obvious effects of policy shocks was short-term and external demand depended on exchange rate
expectation. Finally the paper put forward policy recommendations.

Keywords: RMB external demand; influencing factors; bayesian dynamic factor model
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