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Dynamic Correlation Analysis of
RMB Exchange Rate Market

PENG Xuan-hua

School of Economics, Southwest University of Political Science and Law, Chongging 401120, China

Abstract: With the global economic growth mechanism of regional metastases, RMB internationalization
level enhances unceasingly, which makes the study of exchange rate fluctuations in the price of nonlinear
correlation has important significance. This paper connects copula with GARCH model, and builds t-Cop-
ula-DCC- GARCH-skewT model to the empirical research on the exchange rate of RMB, USD-CNY and
EUR-USD. The results show that 1) our model can capture the potentially dynamic correlations between
exchange rates in China, US and Europe; 2) the dynamic correlation curve shows that the three major econo-
mies have linkage characteristics on the exchange rate. In turn, it can help to measure accurately regional invest-
ment risk, and be also helpful for the construction of China's capital market internationalization.

Key words: exchange rate volatility; t-Copula-DCC-GARCH-skewT model; dynamic correlation; systemic

risk measurement
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