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ABSTRACT

Based on related literature and statistic data, this book explores the inner
mechanisms, external conditions, effects of policies, political and economic re-
sults of international financial and debt crisis with theoretical models and empiri-
cal methods. This book focuses on issues involving global economic growth, in-
ternational trade frictions, interdependence among different economies, develop-
mental competition of big countries, credit risk andglobal publicgovernance, re-
gional monetary cooperation and policy choice. This book is divided into 12 chap-
ters. The main contents of the book include the following aspects.

Firstly, this book explores the evolution history, types, formational stages
and effects. International financial and debt crises are both the results of the evo-
lution of the international monetary system and the important factors which pro-
mote the evolution and reform of the international monetary system. In accordance
with international financial and debt crisis types and their characteristics in differ-
ent historical periods, China needs to make appropriate counter measures to deal
with. International financial and debt cvises weakened the western countries’ ca-
pacity and ideological foundation intervening the international affairs with finan-
cial tools and means. The international political system of the one — superpower —
and — many — powers pattern will gradually change to the multistrong — unequilib-
rium — coexist — cohabitation pattern, the trends of the group political game nor-
malization and frequent local conflicts are more significant. China should abandon
the weak — and — small country strategy based on passive adaptation mentality and
build great country international development strategy with version of dominated
core power, and should promote and guide the reform and reconstruction of inter-
national organizations.

Secondly, this book analyses the international monetary system running face



ABSTRACT

a knife — edge dilemma based on building an east — west — currency model. By
constructed the east — west commodity — currency equilibrium model, this book
explains the running principal of international monetary system and its knife -
edge dilemma based on the exchange rate regime and the price fluctua-
tions. Whether it is a fixed exchange rate system and the non — inflationary situa-
tion or a flexible exchange rate regime and inflation situation, the general equi-
librium of the international monetary system is difficult to achieve, and even if it
happens to achieve a stable situation, which still faces knife — edge dilemma, be-
cause there are currency benefit target differences and contradictions among dif-
ferent member countries of the international monetary system, as well as changes
in national economic variables related non — equilibrium and uncertainty. The in-
ternational monetary system should be resolution mechanisms of monetary contra-
dictions and benefit conflicts and must continue to improve. The international mo-
netary system reform is a monetary benefit adjustment process of large economies.
The knife — edge dilemma increases the risk and uncertainty of the international
monetary system reform, which is the main cause why the financial and debt cri-
ses happen frequently.

Thirdly, this book analyses the inner incentive micro — mechanisms and ex-
ternal conditions for the international financial and debt crises. Any type of inter-
national financial and debt crises has its inner incentive micro — mechanisms for
generation and evolution. The special assets, such as real estate, stocks, bonds
and commodities, prices decline and depreciate in short time, the fundamental
reason is that there are assets market failure risks, speculative activities and in-
formation asymmetry which leads to moral hazard and adverse selection. There are
inner incentive mechanisms of the U. S. mortgage market institutional arrange-
ments which generate subprime mortgage and financial crises. Coupled with com-
plex financial transactions, informational asymmetry, irrational expectations and
excessive speculations, the financial instruments and financial derivative products
contain the risk factors leading to assets bubbles and financial crises. The forma-
tion and spread of the financial and debt crises are based on certain conditions of
international capital flows. The Changes in the international monetary and finan-

cial environment affect international capital flows, Under three conditions, con-
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stant returns to scale, decreasing returns to scale and increasing returns to scale,
the differences of marginal return rate of capital in different countries are the mar-
ket factors leading international cross — border flows of capital. The prevention
and effective control of international capital flows should be the key measures to
prevent and control the cross — border transfer of financial crises.

Fourthly, This book explores the endogenous defects and governance issues
of financial and debt crises. The author points out that there are formation mecha-
nisms of the financial and debt crises in the western countries. The U. S. dollar
hegemony and the oligopolistic market structure of international reserve currency
bringe seigniorage income and political influences of the dollar, which stimulate
credit expansion and lead to irrational international financial and debt crisis. The
financial sector and the arms sector in the United States occupy unique oligopolis-
tic position, which lead to financialization and militarization of the national econ-
omy and destroies manufacturing and real economy. The decline of dollar hegem-
ony supplies a rare historical opportunity for the RMB internationalization. China
needs to make appropriate policy which responses to the financial risks of dollar
hegemony and virtualization risks of the national economy. Many endogenous fac-
tors, such as governments failure, the irrational expansion of welfare and related
expenditure, and the restriction of financial tools, led directly the formation of
European sovereign debt crises. The inherent defects of crisis management mecha-
nism enlarge the negative effects of European sovereign debt crisis. Many eco-
nomic phenomena, such as the widening gap between the rich and the poor, eco-
nomic development differentiation, and so on, are the direct economic conse-
quences of European sovereign debt crises. The political benefit conflicts between
developed Members and relatively underdeveloped members, political interest
group reorganization, and political deadlocks, are the immediate political conse-
quences of the European sovereign debt crisis. Construction the enter and exit
mechanisms of member countries and international relief mechanisms should be
the main directions of reconstruction and evolution.

Fifthly, this book discusses the credit risk, regulatory deficiencies and long —
term incentives for the financial and sovereign debt crises in the western coun-

tries. In the west countries, the irrational fluctuations of the governments “sover-
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