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Impact of Exchange Rate System on Commodity Price
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Abstract: The recent fluctuation in commodity prices was enpounded due to the influence of RMB
exchange rate variation on agricultural commodities. The relationship between the domestic futures
price data of agricultural commodities and the exchange rate of RMB to dollar was analysed with
soybean, wheat and sugar as examples. The analysis was based on the multivariable co-integration
model, the error correction model and the impulse response function technique. The empirical
results show that a positive correlation exists between the appreciation of the exchange rate of
RMB to dollar and prices of staple agricultural products, while the depreciation of dollar may lead to

higher prices of agricultural commodities.
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Fig.1 Long-term trend diagram and scatter diagram of exchang rate and price volatility
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Tab.1 Correlation coefficient
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Tab.6 Granger-causality test of neer and soybean
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Tab.7 Error correction model of sugar
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