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Abstract

Since the global financial crisis in 2008, the U. S. and Europe started a new
round of quantitative easing policy in order to the handle the economic recession
and high unemployment following the 2008. Unfortunately, it did not help them
out of the debt crisis. Compared with western countries, China successfully got
rid of the threaten of economic crises and at the same time kept continuously sta-
ble economic growth. The subtle changes of East-West economic situation actually
made China's over $3 trillion foreign exchange reserves increasingly unsafe. It is
very important to maintain adequate foreign exchange reserves for a big develo-
ping country like china which is on the way to market economy, but China's
huge foreign exchange reserves are just capital in paper under our foreign ex-
change management system, which is actually debt asset and cannot be used to
pay. In the long term, China will keep be an " anxious creditor” and its econo-
my will be kidnapped by the US dollars, pay for the loss of the U. S. economy
and may miss the chance to rise again.

The RMB 's appreciation against the world 's major currencies, and high
domestic inflation makes the Chinese economy facing a new round of a complex
situation. The RMB will be in a very long time in the situation of " rising abroad
but falling at home" , which makes people have a low actual purchase ability e-
ven though they seem to have a lot of money on hand. This will have a series of
bad impact on domestic investment, consumption, foreign trade, stock and
property markets and the people 's life at all levels. In addition, China paid in-

sufficient attention to the real economy when it comes to RMB, and researchers
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seem to forget the basic point that the finance should serve for the real
economy. Therefore, this study would propose strategies from the aspects of gov-
ernment, firms and ordinary people. it is not enough to solve the problem that we
just depend on the government 's currency policy adjustment. The key to RMB is
to rely on the China's economic restructuring and RMB steady internationaliza-
tion from the point of great power rising.

The history of sterling, U. S. dollars and other international currencies tells
us the international monetary system, sovereign credit-based, is not very stable
and has inherent flaws. The world 's major financial crisis occurring recent dec-
ades are all caused by the credit crisis because of the collapse of the credit sys-
tem. It would make a country's currency more likely to be replaced if it loses its
credibility. The fight against the international monetary hegemony will exist a very
long period. It is the competition of great nations’ integrated strength behind the
finance war, with the character of currency competition. The only way for Asian
countries to get rid of the US dollar's potential impact is to be independent on it
and strengthen the trades within the Asian region. Meanwhile, it is also very im-
portant to build and improve their own credit systems in order to fight against the
complex and volatile international economic and political environment. What is
the most important during this process is the internationalization of the RMB.

The rise of RMB, the sign of the rise of China, will be the only choice for
China to occupy one polar in the global politics and economy. To be one repre-
sentative of Asian and emerging economies, the rise of China and RMB has been
increasingly challenged the global interest of the established powers-US and Eu-
rope. The competition between US and China about influence within the Asian-
Pacific, among which RMB is the critical issue, will definitely intensify and pos-
sibly lead to a new cold war between the two countries. The key issue of the ques-

tion how RMB should be dealt with focuses on whether China can develop and




strengthen its power and take a positive position in the new circle of great
powers 'game, rather than RMB should appreciate or not.

The globalization of RMB is the main trend nowadays, but its road will pre-
cisely be rugged. Hence, China should encompass the key strategy of globaliza-
tion of RMB and actively prepare for it in economical and political and cultural
terms. Facing the pressure and criticism on exchange rates from US, We think
China should stick to its fundamental policies and carry along its stable currency
polices to maintain the stability of exchange rates; meanwhile, actively further
the reformation in exchange rates to realize the free flow of capital and free ex-
change of RMB, and lead to the revival of China and the rise of Asia.

There are six parts in this book. The first part " Are we ready for apprecia-
tion of the RMB™" discusses the impact of RMB appreciation on China's econo-
my. The second part " Start from how the central bank manages the RMB" talks
about how the RMB policies will impact the macroeconomic trend. The third part
of " The ultimate key to RMB code" explains why China's economic transforma-
tion and its big rise is the fundamental way to solve the currency issue. The fourth
part " Investment situation behind the RMB" analyzes how to deal with the pre-
dicament of " rising abroad but falling at home" respectively from the point of
government, firms and individuals. By reviewing the rising and falling alternately
history of the International Monetary, the fifth part " The past and present of the
world currency" proposes that it is the game of great powers behind the currency

war and discusses the possible pattern of world monetary system in the future.

_Abstract
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