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Abstract: Acountercyclical factor was introduced into the RMB-US dollar mid-price quotation mechanism
On May 26, 2017. In this paper, we estimate the countercyclical factor from May 26 to October 31, 2017,
and analyze the relationship between the countercyclical factors and the exchange rate growth and
volatility. We find that the introduction of the countercyclical factor reduces the volatility of exchange rate
fluctuation, but has no significant effect on the exchange rate growth rate. It suggests that the
countercyclical factor plays a signaling role in the foreign exchange market, and is helpful for macro

prudential management of the RMB exchange rate.
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