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Abstract

China began to adopt the “closing rate + change in basket of currency rates” method for determin-
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ing the median price formation mechanism for the RMB-dollar exchange rate, which has signifi-
cantly improved the flexibility, regularity, transparency and marketability of the exchange rate
mechanism from 11 August 2015. Exchange rate marketisation gives full play to the pricing func-
tion of the foreign exchange market on the one hand, and increases the volatility of the RMB ex-
change rate on the other hand. Nowadays, the competition among commercial banks has intensi-
fied, the scale of foreign exchange transactions is huge, and the increase in exchange rate volatility
has an important impact on commercial banks, which is a huge challenge for commercial banks
that have long lacked foreign exchange risk management. This paper analyses the risk manage-
ment of foreign exchange transactions of commercial banks from the perspective of exchange
rates and provides several insights.
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Null Hypothesis:RUSD has a unit root

Exogenous:Constant
Lag Length:0(Automatic-based on SIC maxlag=21)

t-Statis tic Prob.*
Augmented Dickey-Fuller test statistic -29.30607 0.0000
Test critical values: 1% level -3.436100
5% level -2.863967
10% level -2.568113
Null Hypothesis:RHKD has a unit root
Exogenous:Constant
Lag Length:0(Automatic-based on SIC,maxlag=21)
t-Statis tic Prob. *
Augmented Dickey-Fuller test statistic -29.19824 0.0000
Test critical values: 1% level -3.436100
5% level -2.863967
10% level -2.568113

Figure 1. ADF test for US dollar and Hong Kong dollar earnings yields
E 1. %, BmiEER ADF 38
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Table 1. Numerical values of correlation between five currencies’ yields

F 1 AMEHERAXXANE

uSD HKD EUR JPY GBP
uSsD 1.000000 0.852659 ~0.389482 ~0.138491 ~0.204823
HKD 0.851564 1.000000 ~0.261473 ~0.104286 -0.126841
EUR -0.381234 ~0.236945 1.000000 0.002378 0.607413
PY ~0.131685 ~0.124892 0.004895 1.000000 ~0.120478
GBP ~0.214897 ~0.118491 0.602588 ~0.125682 1.000000
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Table 2. Calculated VaR values for overall assets (Unit: millions)

=2 BEHESN VR HEREEEMN: BA)
4t 2015 4 2016 £ 2017 4 2018 £¢ 2019 4F

VaR #{H —1852.489 —1948.231 —2124.072 —2315.645 —2532.116
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