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<E 2> Jl=sA=MZ5nt
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The Correlations between Renminbi Fluctuations and
Financial Results of Venture Companies in the Floating
Exchange Rate

Sun, Zhong Yuan® - Chang, Seog Ju™ - Na, Seung Hwa™
Abstract

On July 21st in 2005, People's Bank of China (PBOC) turned the currency
peg against the U.S. dollar into managed currency system based on a basket
of unnamed currencies under China's exchanged rate regime. This change
means that China's enterprises are not free from currency fluctuations. The
purpose of this study is to analyze the relations between Renminbi
fluctuations in the floating exchange rate and financial results of venture
companies.

The process and outcomes of this study are as follows,

First, in order to measure the financial results of venture companies, I
choose venture companies in Shandong Province listed on the Shanghai
Stock Exchange (SSE) at random and several quarter financial sheets
according to safety ratios, profitability ratios, growth ratios, activity ratios.

Second, I arrange the daily Renminbi exchange rate data announced from
July 21st, 2005 to December 31st, 2008 by PBOC into the quarterly data.

Third, in order to confirm the relations between Renminbi fluctuations and
financial results of venture companies, I carry out Pearson's correlation
analysis.

As a result, the revaluation of the Chinese Renminbi has weakly negative
effects on debt ratio, total assets turnover ratio and equity turnover ratio in

statistics. But the revaluation of the Chinese Renminbi is not related to other
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financial index in statistics.

The result of this study is that the revaluation of the Chinese Renminbi
has little influence on the export and import of Chinese venture companies
and certifies the fact that Chinese venture companies have much foreign
currency assets.

In addition to avoid the currency exposure risk, this study shows the
effective method about currency exposure risk which adjusts proportion of

Renminbi to foreign currency.

Keywords: renmibi, exchange—rate fluctuations, Venture Companies,

Financral Results, Correlations between
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