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Analysis of Determinants of Incomplete Exchange Rate Pass-through: Review and Comments

WANG Wei, TAO Shi-gui
(School of Business, Nanjing Normal University, Nanjing 210046, China)

Abstract; Exchange Rate Pass-through is an important issue in the field of International Economics. Foreign literatures usually
investigate the Determinants of Incomplete Exchange Rate Pass-through from two aspects, one is the microscopic perspective of
market power, local currency pricing and distribution costs, the other is macro-level views based on New Open Economy Macro-
economics, including exchange rate volatility, openness of a country’ s economy and inflationary environment. However, domestic
researches more concern about the degree of the effect of RMB Exchange Rate Pass-through on different domestic prices, and few
literatures discuss the influence factors of RMB Incomplete Exchange Rate Pass-through in-depth. As a result, it’ s necessary to
modify the existed theoretical models according to the actual situation in China and make deeper analysis and research based on
the factors such as the characteristics of China’s import and export trade and so on.

Key words : Incomplete Exchange Rate Pass-through; pricing based on market; New Open Economy Macroeconomics
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