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Ge LY Gis3 e bad) mlieg Cun diud) el s
gLl 15285 13) ol 5 o () sedtd laindl ol g a3k
Aga e 13 la el (ealads) Al 8 Leie aliill g bl
23y i A JAD) i) A Qi 8 s AT dga (go Ul
ol Sliel Gapeall Sl b il Leaal s Jal gall (e aS
Cra S8 5 (b gl iy @ shading Classspall 5 31 V) plans
Tagia gl Adaae Chlain VA (e daia ) i laal) g ddaal) dlanl)
OSap lld amy hladl ds jy (madl elld g LuiaY) dleally
el o Awia Yl Adaal)l colaiad) ol Aol L calalaiall
e el g gl g 20) gal) (Ga] 8 ) (e Bl
O3 o (ol Qllall &5lsad Wy sl o iyl
Jila Al Al cland) ol Gl il dalad) J sad)
ds.ul\ M\SA\ ‘);\ L;\a.m d}sa\).“ L;lu Ladla o ‘; 4\.\]\.\4;:
oS adl) Andaall 065 i s D) G Sl (el J1
pao gl L by Ay slhaall Aadaall 025S5 e (g8 S
Aalsid) QWi Gl dad) g o dladd) e caladl) Jhlae e
An sl s Bl e Jalaty sUiall ) g1 53y Ul g
Jsa¥) Jland A gli g o peall jland o sla cpdallaay) 4l
e plaind ) ol alaiil) Alle Gl su) 8 A glaial) 5 )s‘y\
(Kallianiotis, Jsa¥) sleul &gl Jdail o jide

sl Jalas g 400 i) 3 gall Jalad 44 Hlas 38 3 s 2013: 96)
Aladl 2 gl e callall Gl pall Cogeal) e Jla 8 L
Lﬁ Lo g colaiad) Jia cdallall dagdall cald d)m‘}(\ ¢ sana ).\Lu
Gis 2k Cpeall aw ) LS dpia¥) Jsally leaSa
Wl s J a5y 8 20ay a3l gl ddadaall () 55 cilillaia
@M\‘@&M1Wﬁ§wqﬂ\ﬂa@d‘}gﬁ
Agwia ¥ Alead) Jilie dlaall Aleall o s ) ia YY) olas

Cra BAILAY g B pual) Pt (il @.\L}ﬂ\ A8Nald) ould Jm 3
2020-2000 32l claivd) (§ g A

seiall e la i ol g Adalal)l Al LAY Al (1.3
Ao liicly (Gpall) Jie deaite A go Je dlaie V) &5 il
A Al LS Laobaill e alaie V) (Say Cua S daclioa
Gly Y4zl 2020 Y 2000 (e dze 3N 324l e alaic)
China ) <l sis 3 52al dyipall cilaiad) vile e HLl &
S Al all 4y sllaal) gl JuSY (3-Year Bond Yield
e o aldie YU 33 sk Lealily cul€ s AY) @l sl g
O e e i Al degal) doalaB®Y) AN i pariall (e
) Al

i pall g BN (g maw G Adall) ABal) ) uid 2.3
sclaid) Ao ‘,-‘9

(Sa :Exchange Rate dipall jaw 4y jpail -
S op Gipaall jras e 5 )5 pudall <l i) al gl
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Lagill & gama B Jis bl @l Yz LAl Jalal b
Uninall Ji5 ole) e i Al 2l gall 5 ¢35 5l dans¥)
Agind) dled) o allll Gamissy o ol Gl 1 i
(i) Alaall Aleall G jeall jaas g die 43 el mpua il
Aall gl Claa (and () o @lld Gl (Alan) 4o
O Ladie 3 138 5 ¢cula ) ol J s <l jabeall 4 Fia Cua
& OV saY) gy JUEE ()5S0 13ga 5 mdiia 32N jaas 5 siusa
(Mundell, 1963: osSall (sl J Juall (ul ) il
O Ly 2l 5 oyl yrs (g dpnSe 48D () 5T .484)
ol cluall Cage LAl 3 € 5 Capall e
O 5 (Ml s o8 5800 e 55 g 55 e B ) sy
ile (S5 % 52 s Ll 320 e A e W)
Slo il e IS5 Simy e gl il Jld) Clas e
Glpski O (L o peall jan A e ol Glea
o ol ) Gl s ) Cla clileny il o yuall e
DLl ol 538 a o el sl 5 5200 e (0 B
S 1 Alel 3ilall el Jolad 3y a3 Jead Led 4
Lasi g5 Bl laad 5 Copeall e (8 clS adl) o Jl
).uu.a _)44\.7 _)‘J.u‘j\ XYY gﬁ t_als_);.d\ XYY U\J clA_A.Aj LLLU_)\
ol Tyl 13a Al Clealls 45 lie dlaal) dad e
3aly ) (N 3l sl a5 ) (5350 G G patisall 5yl ghial)
) 25 Las dginall Alaally da giall J g e dilall Jase
Lol candll 30l aelid o il (e 2 3l 3
lenll laid ) addll (ga3 o) skl dailSe o
B2l land 335 8 (Ml s i) el (§ s A el
Jlay 3lal) Jtmi Galial Ll dlead) dad e syl il
e;..aﬂ\ JM‘&M}M‘ d;m‘}!\‘;smbd\w
5 AY) el i piaid f dinal) ALenl) dad b Sl
Slilee ) cxiles G B0 e 38 (S ) g5 Of (S
A sl cilalas) A gescal) cliiiall 3133 o (Sa A gane J gl
G Ol el g il Cua wapeall el 8 oY)
il CWane Jil O laall G san g And gl 3200 CY e
s peallal Lpia¥) Cllead) Cliaia S5 el A
sladl IMA (e Al e B2l Liadl agi€ay VA jiany
e Al o2 il a5 Sy Aladil) 038 (e apuall yru
Calasad)
B (1 i puall g BN (g s (i Al ABMad) 53,2
4ol e 5l o Aallal GBIy 5V Gl sasd O 1k selatad)
Lee ) il laiaall 5 aguY) Lgie daliaal) 0Lall (315 5Y) gl oy
Osbabatial) it s 3 julendl 3ok o el by au oy Cum
Lo il Claind) g 5l 31 pu¥oda (A ¢ slalaiall Jlis) o) e
Aee g ogis 30l HlendS 5 AT dalse 5l Lpnailias 5 Ul
& il o) Addiadl Gladgally Gkl laaYl
1308 calaiaal) 5 35U bansl (s Ao Aall () Apalall malial
Claiaal) gl (5 yefinnall Aty Co s (3 guall 3 320 ya |
Gllal) by i) el b paleadl ) gasem Sl
Dbl JaRiLa) (118 :2012 ¢laiS) (uSally uSall 5 4dle
ALL..nd}.a\ LJMAL.\?@JUUSjw‘)M\ Calad gl ).\Luaa.\\sl\
Sl (sl Jal) al sl Jpal o (a81) Jal) 5 b
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SVAR el (A1 jlasiyl asiall julead saa Zoadl il
Slo clesall il 48 Sl ap8 pap A e Sl
Daxdall Gllaial aass g dyghall gadl e Adalall @l yuedall
Sall o sedar saall Jysha 20l Jasi 5y Cus ¢ladd dariall o
iaaa LD IS Sl daa b o) Jashall ) e
Gl el b Al el i Y dshall sadl e 4
.(Ouliaris et al., 2016: 86) dssall & yuaiall e drand)
Slo 2 SVAR el) I jlasiy) asie z3ai o 4dle
paleall o Lla ¥l ol Aladyl 4 kil
i) o Las A contemporaneous correlation
b ppiall ALl adll e Jagé slaic Y (e Yoy Cleuall ppaai)
Az sailly Lalad) il il aaad PR (e el g 5 AY)
el las) aladiind g <l i) G L Lol YU e
& el o licl ualadl)l Llayyl sl gAY
(Stock & Watson, 2001: Adag e e LSl Y aladll
Loa ) @l el A Jag z35ad) 138 a8 L)l 1103)
Gl aial aes (=i 43Y endogenously variables
I dsasl (e Uiy (aade JS (s e s Aidal
Abla el

el G Vs e slaal) JUEL sy 35081 128 o) 5
OSRYL 4l (g1 cpalasVl 483l 4d jee JUll 73 iV 8
e oSallys 33 jaas e X Capaall jaa i 48 e
structural sl z25a3Y) e aladie V) s a3ls &b 58
A HLERY) s Gabs J8 4le (2015 &) s s») model
el LS bl 4 ) i) L) e

unit root 4wloall < gaial saagll jda @i LEd) (1.2.3
(ADF) Augmented Dicky Fuller Juial (s 5 stest
Gl 45 )85l e @831 (PP) Philips-Perron Jlaal
toh e mia e g4 LS

Ay delua (Sa gﬂ_\jh c(|NF) e&bﬂ\} c(|) sailall P (e
EX = f(i,INF) (D
b LS dphad Al UK e Liglua sale) (Kays
Als delual :Interest rate sl jauw Aly paiily -
e A L S Clbaad) e Slaie W) a5 30l e
Sy @l (M) gl sl (simally 2 581} (2 e ((EX) apall
o LS A s
i = f(EX,M,) (2)
ol LS Al AlalaaS Al A la sale) (e
L= Bo+ B1EX + M, + U (2)
Lagazanyy O il s Ol Sis S Gl G e 32N jau g
3331‘43\ ﬂjﬁf@UMbJJAQM\ )Mw‘)ug‘_;m\.}
58 aa s ) OGS Gl A gisal (s i e
‘_As Al Y wm‘!éﬁsﬁd\ ‘)a.u)u‘).\ah J’.».nu,.ud)\.\:m
"\EM\ AT ).us:\ CJ}A.}
dly delual :Bond Market ciaiad) §gw 413 pasll -
LeBe i 5 Al Hall A Hl) calaaaall e alaie 1 a3 ol
sailall P c(EX) k—l).\dj\ By d‘}“‘y\ 0d é‘: aglaal)
oy LS Al e Lm0y 130 ()
Bond = f(i,EX) .. e e ... (3)
ol LS (050 Adad NS A A la sale
Bond = ﬁo + ﬁll + ﬁzEX + Vt (2)
Structural zisei e aldie V) xuw Al jall o8 J) g2 paiil
&« 1989 ole A& ¢ Vector Autoregressive Model
waail Quahs  Blanchard Jé (e zasall 1 ) @)

Al ) ¢l paial Bas gl )dad (ADF) Asd S8 il JLadl (1) dsss

hi At Level
China BOND EX I MS INF
t-Statistic| -5.1981 -0.6606 -1.5530 -1.9831 -3.6643
With Constant Prob. 0.0006 0.8350 0.4836 0.2911 0.0141
F*hx no no n0 **
t-Statistic| -5.5632 -1.7605 -4.2866 -2.8427 -3.5677
With Constant & Trend Prob. 0.0014 0.6853 0.0160 0.1997 0.0605
**%* nO ** nO *
t-Statistic| -4.7617 1.0993 -1.7068 -0.6898 -0.2030
Without Constant & Trend| Prob. 0.0001 0.9231 0.0827 0.4053 0.5991
Fhx no * n0 n0
At First Difference
d(BOND) d(EX) d(l) d(MS) d(INF)
With Constant t-Statistic| -8.2418 -3.5701 -4.5002 -4.5086 -7.8333
Prob. 0.0000 0.0171 0.0030 0.0027 0.0000
t-Statistic| -8.0687 -3.5255 -4.2953 -4.9466 -8.1361
With Constant & Trend Prob. 0.0000 0.0651 0.0178 0.0050 0.0000
Without Constant & Trend |t-Statistic| -8.3691 -3.5471 -4.4842 -6.3687 -7.9011
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Prob. 0.0000

0.0013 0.0002 0.0000 0.0000

*k*k

*k*k *k*k *kk *kk

Notes:

a: (*)Significant at the 10%; (**) Significant at the 5%; (***) Significant at the 1% and (no) Not

Significant

EViews 12 gl e aslaie ¥l dagi (lialdl U8 (e 2ol Jgaall: jaadl

G525 Y il s cI(1) dpall ks (b A Loy Ll e
Baagll s e

&b goasall ppall Agal s ) 3] ADF il ) kil
G simall die B e @l el alaee o Gaty (1) dsaal)
G siuall die B jEhae e ClS (EXGpall ja) oLl
O (%5 Yasinall G sise 0o ST Lgied ilS s |~(0)
O kel [~(1) Js¥) Ll vie bl e alaieY) (Say

Al pal) &l jiial Baa gl) jaad (PP) ¢ ulid JLd il (2) Jgda

china At Level
BOND EX | MS INF
t-Statistic| -25.1831 | -0.6606 | -3.2361 -1.9831 -4.4048
With Constant Prob. 0.0000 0.8350 0.0327 0.2911 0.0028
*k*k nO ** nO *k*k
t-Statistic| -34.6212 | -1.7605 | -2.8146 -2.7898 -3.8669
With Constant & Trend Prob. 0.0000 0.6853 0.2084 0.2163 0.0339
Fkk n0 no no ex
t-Statistic| -13.1476 | 1.0993 -3.2241 -0.5044 -2.4216
Without Constant & Trend | Prob. 0.0000 0.9231 0.0027 0.4850 0.0184
*k*k nO *kk nO **
At First Difference
d(BOND) | d(EX) d(l) d(MS) d(INF)
t-Statistic| -33.1487 | -3.5867 | -2.8891 -7.0155 -8.5550
With Constant Prob. 0.0000 0.0166 0.0653 0.0000 0.0000
*k*k ** * *k*k *k*k
t-Statistic| -31.4722 | -3.5402 | -2.6067 | -12.4124 | -9.3812
With Constant & Trend Prob. 0.0001 0.0635 0.2812 0.0000 0.0000
*k*k * nO *k*k *k*k
t-Statistic| -34.6160 | -3.5471 | -2.8548 -6.7727 -8.6957
Without Constant & Trend | Prob. 0.0001 0.0013 0.0068 0.0000 0.0000
*k*k *k*k *k*k *k*k *k*k
Notes:

a: (*)Significant at the 10%; (**) Significant at the 5%; (***) Significant at the 1% and (no) Not

Significant

EViews 12 GAL'U,\ e alaie Y A Ualdl Jd (e 2 Jsaall: jaadll

Structural Vector Auto gisa _WEd 2.2.3
aaidl S syl #3400 pasil regression Model
I3 5 Ayl 23 il Apusliall eUag 1 5 53 an3 (e 23 gl
«Final prediction error (FPE) <ilaal JA o
(SC)s <Akaike information criterion (AIC)s
Hannan-(HQ)s <Schwarz information criterion
Ol (3) Jsasll e it 5 «Quinn information criterion
(0) & 335 jauy Copall jru zdsall Bl cUai¥) 30e
eyl 3aa (8 i) yige g3 gei Ll ¢ yuladdl auas G5

HQ <AIC FPE _bae iy (1) & W Ll

o zoase sa LS PP jlial o clibd) 4y ) i) (e astall

¥ e 2 b (INFaailly BONDSuul)
A ginal (5 sisn (o ST ALY Ll (5 |~ (0) s sinsal
) O s el maead JsY) G 381 aay oS (%5)
(%5) Aasinall (5 sima (o JBl Compal (1) LAY dllaiay)
<l yicial) o3gd Aia 3 JuSbad) (5 cprall dpum sy 55 el g
d~ (1) IV Gl ie 5 e Cnal

Gl 8 A5 Ly daladl @l il of (e LSl (e (V)
G Lo o Bl zleal) a3 T e (1) JsY)
(ol 23 i) L Lgaladiiu
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Al pal) 3 gadl gL B st L) @il (3) Jaa

VAR Lag Order Selection Criteria (EX, i)

Lag LogL LR FPE AlC SC HQ
0 -152.7942 NA * 1206.413* 18.44637* 18.64242* [18.46586*
1 -143.4807 13.14840 2844.430 19.23302 20.21328 19.33046
2 -123.6964 18.62054 2739.766 18.78781 20.55226 18.86311

VAR Lag Order Selection Criteria (bonds)

Lag LogL LR FPE AlIC SC HQ
0 -146.4895 NA 1369.763 15.73573 15.88485* 15.76097
1 -135.3359 | 17.61083* 1112.748* 15.50904* 16.10553 15.60999*

* Indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)

EViews 12 gzt e slaie ¥ dags Gliald)l J8 Ge ael Jsaall 1 jaadl)

Glerall ) Wl Cuat Gogus 3231 jas aaiaall uidl
el o ) Ayl JEa) i) 8 da8 siall 4]
e (A A )5 A deday el EX Cipall s Sl
Ja i Casns | 30l jro aainall yusidl g EX o peall
Al () a1 8 bl Balal) g LN e il
Caan Al Aad i) e ol ) gl 23 saY) (i i 3y —
3sill (e A Alalall ol il Ca 68§ 3l e 8
EX <l jras Mg

438 A Hall Gl ey Adleial)l Al Glua dll aaal aey
Gledall iy WG Al § JEBY) A8 hias paaT (e
Sl 3 g ) Al Agmdal) laial) )5 SR (e 1S5
LIS ds o dada S 5 a5 L.EM\ &Sﬁ.@i\ Cpl)
YA e Ledle J semnl) Koy cdad jall Jae <l juiiall 40 L))
JAL EViews Sbaal) malill e da jAdual il

Aapall VAR g3 sail 43 8l Lpall (e JEBY) (Sayadle
Gl 8 Ul ) 8l e 38T 2y SVAR A4Sl
e (K il 3 seill A pmall oUayY) 8 5 sy Y
G Al A8l SVAR zdsell JEBY) 4 das
s il Hdhe Ao b il saldl s Caeall (5 e
Akl Hlie W) ks AV re 3 sal¥) 1agd A BN Clpa il
: ob LS L)

G 0Bl e adgie e gl e Al (o g —~
Guags EX cipall pru o fn capn bl 3 s
Sl o) Ay Gpeall a4 LS deva
fatemy iy Cigus INF pdmil) Jiisall eial) b dlalsll
A gl ) 85 Cieall jaa A4S0 4]

Caeall jru b adgie e gl o e gal Bl (S —
ANF il 5 j 88l a o il 058 O oS EX

éy\ ).\a:iggi uié&:cﬁw}“ U idad Bﬁm\)wcd}d Ll —

e iz Csu My Al (e Jiudl pdall A adgie e
4.730449 0.000000 0.000000
Estimated S matrix = [—0.135911  1.144992 0.000000
—1.043508 —0.786079 1.901275

D O G ALY L35 s 5 G el jras (g Ja Y1 ALk
Slo i dun s yual ol i A Gopuall jras 8 i sailal)
Cop Wl Al (3) sy 3 L Jalaill die gy paiinall <l ) 8
55 (0.00) Alain ¥ Lgiad csaly 3] 4y yina dilan) A1Ya 3
e Gle i adaill lé UL (0.05) A sinal) Al (e B
Jsd oSy bl oda e Telyy Jyshll gad) e oyl

Sl a4 5 5V Al
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«C11 Jaebad) O e J5 G peal) jaus 48 shme s 3 )
Gl il el el 45Y) Cleaall a8 & Cazs «Co2
(0.604) J5Y) Jabaall dad ialy um Jualodill i 5 23 5l
& oad gl O AW i) e Teliy ale dygine e A
GAY) laleall Lel 32380 e (i (e il o yual) e
Asina (A5 (0.000) ol (adaill g 320 jrs) G ppiall
(0.009) cialy Cua dilas) 4y 5ine el Ll Cay Jalaa Ll
Ao dsa s i 1385 ¢(0.05) dsiaall el o S A
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|a.ﬁm\}mcd)maﬂ)han °

1.179255 0.000000 0.000000
Estimated S matrix = | —0.934866 4.400568 0.000000
—0.122433 0.702445 4.390378

e b a3 ¢(0.05) e ST Leay JIsill «Cop «Cap sl e JEY) A3 shaal 45 5l Ciladas )
gl o 33l e e ) i ¥ Al Gage s Gall e el (a5 (0.00) Sl 4 sine dilias) AV I3 Cags
e O AgnSe A8 O jeday A8 shadl) & e doshll Cpp Wl 32 jeu zisall i) il LG cleaall
L5 Al Clera EX s My Js zasaill < ey sldl) ddlaia¥) daiil) Y dlias) 4y gine V2 I3 Ll Cgp5¢Cay¢

AU A i) 385 acieall e e e (0.4855)5 (0.7919) ¢ 0.3544)cly ciledaall

:bonds il phise zigaiddhias o

4.796405 0.000000 0.000000
Estimated S matrix = | —1.513843 4.513331 0.000000
0.112900 —0.136232 1.156975

Variance)  4ligfay  Gpbdll  Jad 323 AVa Gl b Cpps Cpp laindl 73 gais Aaldl) 3alaall )
o8 Sa LAY 1 YA e y(Decomposition  (0.1437) <l Galelaall AlLaia ) Al (Y dilias) 4 sina
o enend s2as5 el e g3sal¥) il pie o clesall U ppity UL (0.05) e ST a5 Ml (e (0.8103)5
G ol Qs A o) adiedl el dddiad) Gl dyshall gae e ) yise Gle i Y dlalall A8 o
b ol i) alew) das dgee IS B seday Jslaall gpﬁ)mdiuiq;uy\b}ﬁu\)m}Mw\,
Adiaall i) Al gl Uadl) o s juods e (S A s LS ) gon Al )MY\@&.}A&

A ) A jdl) e el culand)

Variance Decomposition ciyall jeud cplall Julad mildd (4) Jga
Variance Decomposition of D(EX):

Period S.E. Shock (EX) Shock (i) Shock (INF)
1 4.730449 89.28162 8.264801 2.453576
2 4.944390 86.52932 7.605494 5.865188
3 5.050170 83.07240 11.21815 5.709442
4 5.057554 82.86750 11.43809 5.694409
5 5.058105 82.86074 11.44266 5.696607

EViews 12 gl e slaie ¥Vl dagi Glaldl J8 (e 2ol Jsaall 1 jaadll

J el Ol L) odas A gall 8 5lud) 308l jraw adi gy ) Lgd BaaDly i pal) e zisaly (aldll (4) Jsaall b
daall Je dhall 32b 5 A am 1dag &UA‘ Aladl @l mw (Bl Gl S (e %89 Ay puady Jituall yaaiall
Aatle i Ll Lgh o jman 3 (mlid) (ol Lgiah B plii )y A %682 gruatl Laliailly ag &5 A5V 3l 8 o yall
%2;\3&& &M;\J\S&UM\WQAM\ (‘AAUL'.)"'“S"\JAJMM‘ ‘)SSS\LL@_\‘_A\ ‘)MM\DJA
a}ﬂ\@@é&%S@mﬂuﬁmbuﬂq)\}‘;}\ﬂ\o‘)ﬂ\ ‘_gu.u.ul..a.a\ Qﬂuahm\umud\ﬁfdaﬂ\ésdﬂ\
R EE A (PP VRS PIMPERER D PR I I FPWEON PR P i %g‘;\}u»uomnﬂu\d}hn
bl S ) Galias) ) sas ML dleall 41 530 5 g3 @u,m\jcm);m,_u@u\ s B %7 S pamdai &
A g (45 silene 4 pdoall i o Uit Tas Dy cpm (3 Vsl 6 ol i S (0 %1 1 By 0y i (55381 )
S aall Jilie Lyl il s Leilee 368 Cchdy a cpeall AN W s My Gapeall jaa paidl gl Uaa
Adlnll Gl dllia ¢ 5K Ladie 3031 jr g o peall ja o dalalall

Leic 3l (sl ¢ ponciall 8 ASlae &) s ) (050408 5in ye
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Variance Decomposition sl e (bl &l gSa Julad il (5) Jgsa

Variance Decomposition of D(1):

Period S.E. Shock(i) Shock (EX) Shock(My)
1 1.179255 96.72180 3.140454 0.137749
2 1.271113 96.38160 2.964662 0.653743
3 1.285183 95.87852 3.371229 0.750249
4 1.286013 95.79408 3.456186 0.749736
5 1.286132 95.77642 3.469062 0.754518

EViews 12 gzt e slaie ¥ dags Glialdl J8 (e ael Jsaall 1 jaadl)

50 Wany s B2l ja 8 sl Und e 400 5 5l 8 Lo
o3 e iy 5 il i sSa (1a %635 ey N 5l 3
e olad Balall e Aanlies Aan W Cady i Al
o s Cgaa ) 535 L Alaalall el )y G sl
SV s 83l land (midn Lavie adf (o a8 e
g s nal) Alells sl haind) e bl Jane i)
il il Alal) g il G (o Gl cpincal

GAY) L)

Qi Oy Bl jand HLEAY) 138 &3 (5) Jsaal) ia s
Jas Ao 520 jras 8 Aldisal) il puaiall Cileduall datlise
Dam (b ) U e (90 %0, 13 ey 258 (e o ua
A lan Cala JSiy ) 138 adi &5 Y03yl b sl
b oalaail Cany o5, 138 (5 (o A Y1l 8 iy
O el mavn JEb Gl B sdld) suldl e
o el Cliaiag saie 32N el Ol iy 138 5 (al EYL
aday U Gl 8 Alalall @ el 4l g calkll
%62.9 Ay jusdy 5gh i peall jans Ll 0 selibasall )3
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THE IMPACT OF THE RECIPROCAL RELATIONSHIP BETWEEN EXCHANGE RATES AND INTEREST
RATES ON THE BOND MARKET USING THE SVAR MODEL FOR CHINA FOR THE PERIOD FROM
(2000-2020)

ABSTRACT:

This study aims to illustrate the effect of the reciprocal relationship between the exchange rates and interest rates on the bond
market by using the SVAR model for China during (2000 -2020), this is to analyze and measure the relationship between
exchange rates and interest rates and showing their impact through changes in the bond index and monitoring the changes that
occur in their traded prices in the financial markets. This study is based on three standard model estimations. The first model
includes the effect of interest rates and inflation on the exchange rates. The second model shows the effect of the exchange
rates and money supply on the interest rate. The third model includes the effect of exchange and interest rates on the bond
index. The Structural Vector Auto Regression Model (SVAR) was used to test the long-term relationship between the
variables of the study, in addition to the variance Decomposition analysis and the analysis of the Impulse response functions
(IRF). The results showed that the reciprocal relationship between the exchange rates and interest rates is a positive inverse
relationship, and the effect is in both directions. In other words, when the prevailing interest rate rises in the country, it leads
to an appreciation in the value of the currency due to the increase in demand for the currency of that country, resulting in a
depreciation in its exchange rate and conversely. In addition, the results indicated that the bond index is sensitive to any shock
or any unexpected change in exchange rate and interest rate and that these shocks manifest in the short term and stabilize in
the long term.

KEYWORDS: Interest rate, bond index, exchange rate, SVAR model, IRF analysis.
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