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Abstract: Since the reform of exchange rate of RMB, the currency value of RMB has increased remarkably, with the standard rate of CNY
against USD dropped from 8.2765 to 6.119 on December 31, 2014. The ceramic industry is certain to be hit by the increase of the currency
value. As the world’s largest ceramic manufacturer and supplier, China is inevitably exposed to enormous risks and challenges. This paper
takes an insight into the relationship between the continuous value rise of CNY and Chinese ceramic industry in order to propose a series of

strategies for the enterprises to successfully cope with the trend.
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Fig.1 The average ceramic export and import prices in 2001-2010
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Tab.1 Statistic figures of ceramic industry and annual average exchange rates from 2005-2014

Year Total ceramic export value (billion dollars) EX Annual average exchange rate ER
2005 5.038 8.1917

2006 6.292 7.9718

2007 6.64 7.604

2008 8.037 6.9451

2009 8.063 6.831

2010 11.102 6.7695

2011 14.053 6.4594

2012 16.747 6.3124

2013 19.163 6.1928

2014 22.074 6.1428
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Tab.2 Logarithmic transformation results

Year LnEX LnER

2005 1.529399 2.113480584
2006 1.283431 2.113480584
2007 1.217994 2.113480584
2008 1.024715 2.113480584
2009 1.15817 2.103121447
2010 1.317587 2.075910314
2011 1.363589 2.028674425
2012 1.573541 1.938036375
2013 1.476318 1.921471076

2014 1.951281

1.912427229
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Tah.3 ADF test results

Variable ADF value 1% level 5% level 10% level P value Durbin—Watson stat Stable
LnEX —-2.093262 —-5.521860 -4.107833 -3.515047 0.4817 1.942010 Not
LnER —-1.069501 —5.521860 -4.107833 -3.515047 0.8719 1.892396 Not

D(LnEX) —-3.572888 —-5.835186 —4.246503 -3.590496 0.1035 1.756696 Yes

D(LnER) -5.050923 —6.292057 -4.450425 -3.701534 0.0297 1.645460 Yes

F4 JohansenthE s
Tab.4 Johansen test of cointegration
Unrestricted Cointegration Rank Test (Trace)
Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.
None * 0.884896 19.16102 15.49471 0.0134
At most 1 0.208013 1.865683 3.841466 0.1720
Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug—Michelis (1999) p—values
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.
None * 0.884396 17.29533 14.26460 0.0161
At most. 1 0.208013 1.865683 0.1720

3.841466
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Tab.5 Formulas for Johansen test of cointegration
Normalized cointegrating coefficients (standard error in parentheses)
LNEX LNR
1.000000 5.950476
(0.40911)
Adjustment coefficients (standard error in parentheses)
D(LNEX) —0.204390
(0.13725)
D(LNR) -0.095659
(0.05300)
6 WRERERKL
Tab.6 Grange causality test
Lags: 2
Null Hypothesis: Obs F-Statistic Prob.
LNR does not Granger Cause LNEX 3 3.78775 0.1511
LNEX does not Granger Cause LNR 0.17734 0.8457
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