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:%ABSTRACT

This book aims to study the path of RMB internationalization and the
policy options during the period, including the following seven chapters.

In Chapter One, The Evolution of the International Monetary System
and International Currency, the author makes a detailed analysis on the
history and trend of financial globalization, features and conditions of in-
ternational currency and the evolution of international monetary system,
and comes up with following conclusions :

I. Financial globalization has become a major momentum of eco-
nomic globalization. Acting as both the inner demand and driving force of
economic globalization, financial globalization promotes the development of
world economy and international finance in general, and leads economic
globalization towards an unprecedented width and depth.

Il. There are four major features for a hard currency or a hard inter-
national currency. First, it embodies the nature of or is closely associated
with precious metal. At the early stage of coinage in particular, a hard
currency was always affected by the content and purity of the precious met-
al it contains. Second, it is acknowledged by dominant powers or closely
related to hegemony, even becoming a major channel for hegemony in
some countries. Third, instead of being confined to certain regions, it is
used in a wide range of areas, and can be acknowledged and accepted by
different countries. Fourth, it is able to maintain a relatively constant val-

ue.



IM. One country must meet the following conditions if its currency is
to be internationalized. First and foremost, it must have a considerable e-
conomic size and an open environment, which is basic for the internation-
alization of its currency. Second, it must be capable of performing interna-
tional payment in various ways. In other words, its government should
have abundant gold and foreign exchange reserves as well as the capability
of raising fund in overseas markets to satisfy remittance and fund transfer
requirements at any time, and maintain stability of both the exchange rate
and foreign exchange market. Third, its macroeconomy must be under ef-
fective control and remain stable. Its fiscal and monetary policies should
be able to create a favorable macroeconomic environment for the interna-
tionalization of its currency, adapt itself to the changes of economic cycle
home and abroad, and maintain a relatively constant value. Fourth, it
must have a comprehensive market economy mechanism, which includes
the establishment of and improvement on markets of commodity, human re-
sources, capital, information and finance, the establishment of price sys-
tem that reflects the law of value, and the smooth operation of micro — en-
terprise management mechanism. Fifth, an appropriate exchange rate
mechanism should be in place. The exchange rate should be able to objec-
tively reflect the relationship between supply and demand in foreign ex-
change market and help to guide the rational allocation of foreign exchan-
ges. A managed floating exchange rate system should be adopted. Last but
not the least, convertibility is the prerequisite and another character of
currency internationalization. Without convertibility, a currency cannot be
accepted widely.

IV. When a currency is not made of gold or cannot be changed into
gold freely, the entity credit which insures the purchase power of a curren-
cy, is replaced by a superior credit — sovereign credit, which constitutes
the fundamental basis of all currencies nowadays.

In Chapter Two , Theory of Currency Internationalization and RMB



