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Correlation analysis of RMB exchange rate against Yen, Dollar and Euro

respectively based on Copula function

LI Zhawlei', LI Xue-shi', CHENG Jie’
(1. School of Economics and Managemert, Hebei Universiy of Engineering, Hebei Handan 056038, China;
2. Architecture School, Hebei University of Engineering, Hebei Handan 056038, China)

Abstract: The Gumbel Copula functions and Clayton Copula function of the Archimedean— Copula Fune-
tions were selected for the Kendall wrrelation analysis based on the data of Central parity rate of RMB ex
change rate against yen, dollar and euro respectively from July 25, 2005 to April 15, 2010. And the log—
daily returns of the U. S. dollar, the euro and the Japanese yen against the RMB were contrasted by the in-
dex of tail dependence. The results show that the U. S. dollar against the RMB exchange rate has a nega-
tive correlation with the euro and the yen, while the euro positive correlation with the yen. Therefore, if
the exchange rate policy of the U. S. dollar against the RMB turns to the direction of RM B appreciation in
the environment that U. S. government puts pressure on the RM B exchange rate, the interests of European
Union and Japan will decrease.
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Tab. 1 Dollar, euro and Japanese yen against the yuan, respectively,
the rate of return on the few days the descriptive statistics
J- B
USD'RM B - 0.014 9 - 0.404 5 0.301 0 0. 077 7 -0.762 5 6.841 3 822. 760 9
EUK/ RMB - 0.006 9 - 6.928 8 3.3370 0.6732 -0.7033 14.546 6 6 517.042 0
JPY RMB 0. 000 5 -4.732 6 3.4420 0.722 8 0.074 4 6.403 1 558. 874 0
2 Gumbel Copula  Clayton Copula 0
Tab. 2 Gumbd Copula and the Clayton Copula parameters in the expression of 0
Copula Copula 6 T
1
Gunbel Copula C( u,v, 0) = expl= [ (= Inu) "+ (= Iw) ] 7}, 0€[ 1, o0) 0= ==
o o 1 0= 2T
Clayton Copula Ce(u,v,0)={u "+ 2 "= 1}7,0=0 = 1T
3 A
Tab. 3 Tail dependence index estimate of A
Gumbel Copula (A= 2= 2"° A, = 0) A, = 0.190 364 A, =0
Clayton copula (XW: 0, im =279 XW: 0 XM: 0.128 07
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