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Abstract

Along with the rapid enhancement of our country’s national strength and the
development of the foreign economic and trade relations, RMB is gradually widely
used in the peripheral country and the area, becoming the currency which is gen-
erally accepted in the frontier trade and certain countries. In 1997’s financial cri-
sis in Asia, the pledge of our government that we do not depreciate RMB further
enhanced the RMB international prestige, RMB started to continue its circulation
in beyond the border. It can be forecasted that along with the unceasing expan-
sion of our country’s comprehensive national strength and the further expansion of
the foreign economical trade scale , the scale of RMB beyond the border will fur-
ther to expand. Therefore, it has important practice significance to grasp the
scale of RMB Beyond the border, find the reason of the cross — border movement
of RMB, understand the mechanism of the interest rate, and the exchange rate of
RMB beyond the border , thoroughly research on the macroscopic and microscop-
ic economy affects of the RMB’s interstate flow on our country and propose the
truly feasible countermeasure. At the same time, formerly the currencies wide-

spread circulated beyond the border all were issued by the developed countries,
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moreover, these international currencies all have realized their exchangeability in

the frequent project and the capital project, but, RMB circulated beyond the bor-

der is issued by a development country China, moreover, RMB has not real-
ized its exchangeability in its capital project completely, therefore, it also has
some certain theory significance to carry on the theoretically explanation o this
special phenomena.

This paper has eight parts of contents. The first part is the introductory re-
marks which introduce research background of the paper; The second part ( first
chapter) is the basic situation’s introduction of the interstate circulation of RMB;
The third part (second chapter) is the estimation of the scale of RMB beyond the
border; The fourth part (third chapter) is the research on the formation mecha-
nism of the interest rate and the exchange rate of RMB beyond the border; The
fifth part (fourth and five chapters) is the research on the reason of the interstate
circulation of RMB; The sixth part (sixth, seventh, eighth and ninth chapters)
is the research on the economy influence of the interstate flow of RMB; The sev-
enth part (tenth and eleventh chapters) is the research on countermeasure; The
eighth part (12th chapter) is a conclusion. The concrete content of the full text
is arranged as follows

The introductory remark : it mainly show the significance of this article’s top-
ic, the research background, the research mentality and the logical organization,
the research method and the main innovation spots.

First chapter; Firstly, it introduce some basic situations about RMB beyond
the border, which mainly concludes the region scope, the way of the RMB’s flow-
ing in and flowing out , the situation about the use of RMB beyond the border
and the interstate circulation characteristics; Then, it carries on the narration a-
bout the literature about the interstate circulation of RMB and points out the exist-
ing research deficiencies.

Second chapter; it carries on the estimate of the scale of RMB beyond the
border. Firstly, it introduces some existing methods to estimate the scale of a
country’s currency beyond the border, which mainly are direct method, the
boundaries “gap” beyond border’s estimating method, the season method and the
biology measurement method; then, it established a simple model for estimating

the scale of RMB beyond the border and estimated every year’ s RMB quantity




Beyond the border between 1988 —2012.

Third chapter: It researches on the formation mechanism of the interest rate
and exchange rate of RMB beyond the border. It is pointed out that at present,
the change of Hong Kong RMB interest rate is different from the general shore
money market. They are: Firstly, the change of Hong Kong RMB interest rate is
mainly decided by the supply of RMB fund supplies, because the demand is very
stable; Second, the interest rate of Hong Kong RMB has the lower and upper lim-
it. The upper limit is the interest rate paid by the Shenzhen center sub — branch
of the People’s Bank of China for the banks in Hong Kong subtracts the variable
cost , the lower limit is the RMB deposit interest rate in the inland banks sub-
tracts the arbitrage cost. The characteristics of the exchange rate of RMB beyond
the border as follows: First, the exchange rate of RMB beyond the border has its
lower and upper limit. The upper limit is the exchange rate obtained by the in-
habitant from inland subtracting the arbitrage cost , the lower limit is the ex-
change rate obtained by the banks in Hong Kong from inland adding on the varia-
ble cost; second, the reasons of the change of the exchange rate of RMB beyond
the border are: the change of the RMB exchange rate Within the boundaries, the
opening degree of the RMB capital project, the difference of the interest rate be-
tween RMB and other foreign currencies , the quantity of the domestic escaping
capital and the anticipating exchange rate of the international society; Third, the
fluctuation margin of the exchange rate of RMB beyond the border is narrow ,
small and extremely near to the exchange rate level of RMB with inland; Fourth,
the deviation of the exchange rate of RMB beyond the border to the RMB ex-
change rate inland is mainly reflected the change of the anticipating exchange rate
of the market.

Fourth chapter: It is discussed from the angle of the evolution history of the
international currency that what are the primary factors which decide a currency is
accepted beyond the border. Firstly, some common characteristics of the interna-
tional currency are induced, Then, we carries on the theoretically analysis to
these characteristics of the international currencies.

Fifth chapter, we research the reason of the RMB interstate movement. First
we conduct the qualitative investigation to this question. The research indicates

that the reasons of the RMB’s interstate circulation are: First, RMB gradually has
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the general characteristics of the international currency, Second, RMB has some
special superiorities, Third, there are some system reason. Then, we carry on
the real positive analysis. The positive analysis indicates that the most important
factor which makes RMB circulate beyond the border is our country’s inflation
rate, the next is the ratio of our country’s economic output accounting for the
world total economics quantity, the final is the exchange rate of RMB. Both in a
long time and in a short time, the exchange rate and our country’s price level
have tremendous influence on the scale of RMB beyond the border, But, the ratio
of our country economic output accounting for the world total economics quantity
has only the long — term influence on the scale of RMB beyond the border, does
not have the short — term influence.

Sixth chapter research the economical influence on the issuing country of the
currency internationalization. On the foundation of the income cost analysis to the
international currency , this chapter has further studied the factors that decide the
size of the income and cost of the international currency and the influence on the
size of the income and cost of the currency scale beyond the border.

Seventh chapter, we research the positive economical influence of the RMB’s
interstate movement, including the positive macroscopic economical influence and
the positive microscopic economical influence. The research pointed out that in
the macroscopic stratification the positive economical influences are: first, the
seigniorage income, second, the macroeconomic policy flexibility, third, creating
a better international environment of the economy transaction for our country,
fourth, political authority and prestige, fifth, being advantageous to strengthen
the economical trade relation of “two banks and four places” in our country,
sixth, being advantageous to the promotion of the industrial structure and the
technology advancement in our country, seventh, making the domestic price stab-
ler, eighth, being advantageous to the marketability reform of interest rate and
the exchange rate in our country, ninth, being advantageous to the development
of the economy in Hong Kong, Tenth, being advantageous to the development of
the economy in the frontier area of our country, 11th, impeling the completely
exchangeable advancement of RMB, 12th, alleviating the pressurethe of the ex-
cessively quickly growth of our country foreign exchangereserve. The positive eco-

nomical influences in the microscopic stratification plane are: first, being advan-




tageous to the foreign trade enterprise’s development in our country, second, be-
ing advantageous to the foreign investment of the enterprises in our country,
third, the economical scale effect, fourth, being advantageous to the development
of the financial organs in our country, fifth, being advantageous to the enhance-
ment of the inhabitant consumer welfare, sixth, some folk financial organs en-
gaged in the remittance between RMB and the foreign currency make a rich prof-
it, seventh, being advantageous for the financial organs in our country to reduce
the fluid risk of the currency.

Eighth chapter, we research the negative economical influence of the RMB
interstate flow, including the negative macroscopic economical influence and the
negative microscopic economical influence. The research pointed out that in the
macroscopic stratification plane the negative economical influences are: first, af-
fecting the independence of our country’ s monetary policy, second, restraining
the application of our country’ s macroeconomic policy, third, the illegal flowing
out of large amount RMB produces seriously bad affects on our country’ s econo-
my, fourth, the interest rate and the exchange rate of RMB beyond the border can
attack the interest rate and the exchange rate of RMB within the boundaries,
fifth, affecting the statistics of the international payment balance in our country,
sixth, the burden of providing other countries foreign exchange reserve, seventh,
causing the frequent undulation of our country’s interest rate, exchange rate and
the income, eighth, affecting our country’s control effect to the capital project,
ninth, worsening the relationship of our country’s geopolitics, tenth, the phenom-
enon of forging RMB will become more serious. In the microscopic stratification
plane the negative economical influence includes: first, worsening the manage-
ment environment of the enterprises, second, enlarging the risk of the manage-
ment of the financial organs, third, the organizations and the individuals which
output RMB face the risk of loss, fourth, the organizations and the individuals
which invest in the stock market beyond the border face very big risk, fifth, the
risk of the investors which invest in the stock market within the boundaries is en-
larged, sixth, the enterprises engaged in the frontier trade face the more serious
risk of the forging RMB.

In the ninth chapter, we carry on the positive analysis to the economical in-

fluence of the circulation of RMB beyond the border. The conclusion is that the
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circulation of the RMB beyond the border has advantageous and adverse influence
to the internal balance, but only advantageous influence to the exterior balance
. among RMB circulated beyond the border, the one which flows out through the
illegal way holds certain proportion.

In the tenth chapter, we research the first methods of increasing the in-

come of RMB circulated beyond the border expansion the scale of RMB be-
yond the border. Firstly, we have analyzed why we have to expand the scale of
RMB beyond the border; Nextly, from the angle of the reasons of RMB circula-
tion beyond the border we have researched the strategies of expansion the scale of
RMB circulated beyond the border; Once more, we have established a perfect

dynamic game’s model to analyze the influence of the scale of the foreign ex-

change reserve to the promotion of RMB circulated beyond the border; Finally,

;\ we use the choice theory of invoice currency in international trade and the search
# — theoretic models of international currency to study the strategies to promote
RMB to act as the medium of exchange and the invoice currency beyond the bor-
% der.
——ﬁ In the 11th chapter, we research the second methods of increasing the in-
" come of RMB circulated beyond the border increasing the net income of the
P fixed scale of RMB circulated beyond the border. First, we studied the strategies
x of increasing the income of RMB circulated beyond the border; next, we studied

the strategies of reducing the total cost caused by the fixed scale of RMB beyond
the border.
The 12th chapter is the conclusion, we carry on the summary to the major

point of the full text.
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