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EMTHE R

Forecasting Ability of Different Fundamental Exchange

Rate Model on RMB

Research Objectives: Forecasting ability of different fundamental
exchange rate model on RMB. Research Methods: Selected five current
exchange rate models, this paper fits and forecasts the RMB exchange
rate with the data in-sample and out-sample after 2005 applying the
estimate method of “dynamic time rolling window”. Furthermore, we
compare the ability of different models used to forecast the RMB
exchange rate by loss function and SPA test. Research Findings: The
results show that random walk model has better predictability in short-run,
while in the medium-to-long term, exchange rate models forecast better.
In general, exchange rate models has better predictability and exchange
rate of RMB is closed to economic fundamentals. Research Innovations:
To compare the loss functions of RMB exchange rate prediction based on
different exchange rate model. Research Value: The best forecasting

model or method can be used to forecast the RMB exchange rate.



