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Abstract

With the establishment, evolution, and development of the
International monetary and financial system, gold, money, and financial
security form different combinative relations in different international
monetary and financial systems, showing financial risk in various ways. The
Jamaica international monetary and financial system has been in force for
over thirty years. The international economy, market, and finance embark
on a global convergence. In particular, after China’s accession into the
World Trade Organization (WTO) , the financial and monetary system and
the gold system are pressed by a full-scale reform to coalesce with the
international systems. With the evolution of the international monetary and
financial system as the analytical backbone, this paper takes the relationships
of gold, money, and financial security in different financial systems as the
study objects, and centers on gold as the core. Through international
comparative studies, this paper aims to analyze and determine in a historical
and objective perspective the development trends of the international
monetary and financial system, highlight the objective relationships of gold,
money, and financial security, and establish an internationalized China gold

system. It is, no doubt, of critical importance for the ongoing financial
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reform and development, gold system market reform and development, and
financial risk studies and control in China.

Since China’s entry into the WTO a few years ago, the new China
financial management system, with The People’s Bank of China, China
Banking Regulatory Commission ( CBRC), China Securities Regulatory
Commission ( CSRC ), and China Insurance Regulatory Commission
(CIRC) as its cornerstones, has gradually taken shape and shows an
increasing functional integrity. The operation of the Shanghai Gold
Exchange in 2002 marked a breakthrough of the China gold system
marketization reform, and the initial establishment of the market-based gold
system. At the meantime, the reminbi exchange rate, the establishment of
the China financial system that complies with international practice and
embodies Chinese characteristics, the gold system, the economic means of
monetary and financial control, and the financial risk and financial security
management — all are issues that China has to face. In a historical flashback,
the prosperity of the British Empire and the rise of the United States were
linked closely with the internationalization of their currencies. The era of the
British Empire was the era of the Sterling, whereas the era of the United
States was the era of the Dollar. Gold, in all those eras, was indispensable
for their formation. In a similar historical vein, the correct understanding
and determination of the functions and position of gold are highly important
for both theory and practice in a number of aspects-the internationalization
process of reminbi, the establishment process of the China international
financial and monetary system, the policies of financial and monetary means
of economic adjustment, and the China financial security management. The
in-depth studies of the properties of gold, the composition and operation

laws of the gold system, and the establishment of a scientific China gold
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system that complies with international practice and also shows Chinese
characteristics are the foundation of the afore-mentioned tasks. Only a
thorough understanding of gold can lead to the better utilization of gold as
means in the China monetary and financial system reform and the financial
security management, the establishment of reasonable gold reserve to
implement the nationally sound policy of “reserving gold in people”, the
formulation of gold evaluation indices for current supply and demand
relationships and current supply scale, and the formulation of the gold
evaluation indices of financial security evaluation and financial crisis. In that
way, the issues of reminbi internationalization, monetary and financial tools
of economic control, and financial risk protection can be handled more
effectively.

Historically, the China gold system was a dualist operation system of
monetary gold and commodity gold under a stringent monetary and financial
gold management system, and adopted a planned system management of

1l

“ centralized purchase and centralized distribution’ The gold system
marketization reform broke the planned management model of “centralized
purchase and centralized distribution” with a series of measures. The
establishment of the Shanghai Gold Exchange opened up the market operation of
the commodity goid, while the independent operation of the monetary gold was
retained. The establishment of the gold investment system took shape gradually,
unleashing step by step the grip of gold and steering towards international
practice. A brand new market-based China gold system is formed. It accords
with international practice and can be infused into international operation;
and at the same time, it demonstrates Chinese characteristics. Fortunately,

as a participant of gold mining development and gold jewelry businessman in

last two decades since the 1980s of the 20th century, 1 experienced a number
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of different things. I participated in the gold mining of China, in the
production and business operation of gold jewelry under the planned
management system, in the research, mobilization, and design of the gold
system reform, in a number of related international seminars and exchanges
in which T had valuable opportunities to inspect the major gold exchanges
and production centers in the world. With all afore-mentioned episodes of
my life, I experienced in person the functions of gold in the China financial
and monetary management, the rapid development of the commodity gold,
the tough time of the China gold marketization reform, and the gap between
the China gold system and the international gold system. I went through
different arguments about the relationships of gold and money, shared the
puzzlement of the money and banking and the financial investment circles,
and gradually came to know about the unique and sophisticated role of gold
due to its natural properties, historical evolution, role as money, and
investment properties. It was enlightened to me that in-depth studies of the
gold issues was of importance and significance in discovering many a deep-
level issues in the international monetary and financial system. This paper
attempts to explore the multiplicity of gold and money, propose an
understanding of the international gold system, and guided by the gold
system theories, analyze gold thoroughly in terms of management laws and
regulations, exchange system, commodity gold system, monetary gold
system, and investment gold system. The afore-mentioned efforts help to
understand the nature of gold further. With systematic studies of finance and
the deepening of the financial investment practice, I have a sharpened
understanding of the position of gold in the international reserve, the
position of gold in investment portfolios, and the associative relationships of

gold and the monetary and financial system. The association between gold
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and monetary finance at various levels becomes heightened. Under the

guidance of my tutor Prof. Zhang Guile, I strive to condense my efforts into
a doctoral paper titled Gold, Market, and Financial Security: The China
Gold System Reform and Development, in an attempt to summarize my
achievements and work over the years. By integrating the China monetary
and financial system reform and the practice of the China gold market
marketization reform, the paper explores issues about the nature of gold.
Through the thorough studies of gold, the paper explores the fundamental
issues of finance and market, discovering the relationships of gold and the
national reserve, of gold and the reminbi credibility, of gold and the
monetary supply & demand, of gold and the exchange rate institution, and
of gold and the financial risk, and specifying the positioning of gold in the
international monetary and financial system. The paper attempts to offer a
reference and stimulation to the China monetary and financial system
reform, the China gold system reform, the reminbi internationalization, the
monetary and financial tools for economic adjustment and control, and the
establishment of gold tools for financial risk management.

Based on the nature of gold, the nature of money, the evolution of the
international monetary and financial system, and the China gold system
marketization reform, this paper explores, in the form of comparison and
selective absorption, a series of issues from the China gold system reform
model, the monetary gold system and gold reserve to the commodity gold
system and the gold industry development, and the investment gold system
and gold investment. It points out that the core of gold issues is the
properties of money, and that the core of the gold system is the gold
exchange system. It tries to specify the functions of gold in the financial

security management.
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This paper is organized into seven chapters, with a focus on the gold
system and the China gold system reform. On that basis, it discusses at
different levels the association between gold and money, reserve, financial
investment, and financial security management. Chapter One describes the
multiplicity nature of gold and money. In the framework of the international
monetary system, this chapter discusses the relationships between gold and.
money, unveils the monetary nature of gold, and sets the theoretical and
conceptual tone of this paper based on the conception that the monetary and
financial system evolves into the international gold system. Chapter Two
elaborates, in the form of comparative studies of the international gold
system, the concepts, theories, and composition of the gold system under
the current international financial situation, aiming to provide internationally
successful reference criteria and a model for the establishment of the China
gold system marketization reform. This chapter presents the content that
should be contained in the China gold system reform, and on that basis,
discusses the goals, solution, and institution establishment of the China gold
system reform with reference to the reality of the China gold system. It
offers a reflective case for the China gold system reform and the institutional
arrangement of the China gold management laws and regulations. Chapter
Three focuses on the gold exchange system, which is the core of the market-
based internationél gold system, and compares the major gold exchange
market models and institutions in the world. It presents a classified study of
multiple layers and types of the international gold exchange system, and
classifies the position of the China gold exchange market in the international
exchange system and a reasonable model for the China gold exchange
market. It provides the international model as a useful sample for the

establishment and development of the China gold exchange. Chapter Four,
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centering on monetary gold as an analytical core, studies the position and
management model of gold in the International Monetary Fund (IMF) and
the reserves of the central banks around the globe, and explores the
relationships of gold reserve scale and financial risk management, of gold
and monetary credibility, and of gold and monetary internationalization.
Based on comparison and measuring, it predicts the scale and management
model of the China gold reserve, and proposes the policy of “reserving gold
in people”. Chapter Five, based on commodity gold, analyzes the supply
and demand relationships of gold production, explores the direction and
model of gold industry development, and proposes a solution to the gold
system reform to push forward the gold industry development. It provides an
international successful model and references for the China gold industry
planning. Chapter Six analyzes the evolution of the international investment
gold system, and describes the reason why the investment gold is part of the
international financial market. On that basis, it studies the management and
operation models of different investment gold systems, and points out that
the core of the investment gold system is the gold dealers. It also studies the
operation models of different types of gold dealers in the world, and in a
further step, talks about the model of the China investment gold system and
the potential operation model of the Chinese gold dealers. It contributes
experiences to the establishment and development of the China gold
investment market. Based on the in-depth discussion of different aspects of
gold, Chapter Seven focuses on relationships between gold and wealth
management, credibility management, and financial risk, discovering the
relationships of gold and financial security.

The contributions of this paper added to previous studies are as follows

1. In the framework of the international monetary and financial system,
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this paper thoroughly researches on the associations of gold, money,
market, and financial security, points out the multiplicity of gold as
commodity , money, and investment tool and the multiplicity of money, and
explores the fundamental property of gold as money.

2. Based on the international monetary and financial system, this paper
establishes the concept and vision of the international gold system, and
based on the gold system, analyzes the history and current situation of the
international gold. Tt initially visualizes the blueprint and model of the
international gold system, and proposes the establishment of classified
research methodology and model based on the concepts of gold management
system, gold exchange system, money gold system, commodity gold
system, and investment gold.

3. This paper applies the financial comparative research methodology in
the studies of the gold system, and systematically compares and studies the
management, exchange, reserve, industrialization, and investment of the
gold system. Based on a historical summary and the objective reality, it
creates the international mature model criteria related to the fives aspects as
references for further similar studies.

4. With reference to the successful management system and institutional
arrangement of the international gold, this paper attempts to establish the
China gold system reform scheme, and points out the direction of system
establishment and implementation key points of the China gold market.

5. According to the criteria of the international monetary gold system,
and through comparative analysis and measuring, this paper predicts the
scale of the gold reserve of China and the related scheme, proposes the
concept of “reserving gold in people” , and initially constructs the principles

and methodology of measuring the scale of gold.



