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RMB Carry Trade and the Framework of “Impossible Trinity”

——An Empirical Study Based on TVP-VAR Model
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[ Abstract] This paper utilizes TVP-=VAR model to analyze the impact of RMB carry trade on China’s opening monetary

policy framework, focusing on the scale of carry trade and independence of China’s monetary policy. The three—variable

model without the introduction of carry trade shows that, before and after the reform of the RMB exchange rate pricing

the independence of monetary policy.

mechanism on August 11, 2015, China’s opening monetary policy framework showed a gradual trend from the “a trilemma”
of carry trade will significantly reduce the independence of monetary policy, but there is no significant impact in the long

to the “one between a trilemma and a dilemma”; the four—variable model with the introduction of carry trade shows that the
policy framework conforms to the characteristics of a “dilemma” in the short and medium terms, and the increase of the scale

term. The higher the level of the openness of securities investment projects is, the larger the carry trade scale, and the lower
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