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PREFACE

The trend of modern finance is to link
finance with hi —technology. As most of

existing documents or books are focused on
either technical issues of hi —tech itself or
technical support to financial business, only
few from the viewpoint of finance which
probes into the profound impacts exerted by
hi —tech on financial theory, financial in-
dustry, financial innovation and financial
management, or studies the transformation
of financial theory and reform of macro and
micro financial management. With years of
personal experiences in commercial banking
reform and progress, I believe financial
hi —tech will bring forth both great chal-
lenges and crucial opportunities to the
whole financial sector in China and financial

theory.




PREFACE

Beginning from the impact on macro

and micro finance by present progress of
financial hi —tech, the thesis gives broad
and penetrating analysis and arguments on
the overlapping fields of technology and
finance while focusing on profound influ-
ence and impact on finance sector by the
changing technology. In the first part, the
paper elaborates what the worldwide tide
of knowledge economy has brought to
global economy and technology, analyzing
the shocks on financial service secter by
knowledge economy, introducing present
situation, process and main contents of
financial hi - tech in foreign countries, and
also detailing growing process and appli-
cations of hi — tech in our country’s finan-

cial sector. Then it shifts onto financial




PREFACE

instruments revolution, making deep anal-

ysis on various transformations resulting
from scientific and technological revolu-
tion, such as monetary status changing
from material to electronic, banking con-
cept from real to virtual, services from
person —to —person to person —to —ma-
chine and payment method from paper notes
to diversified electronic payment. Mean-
while a comparing analysis between bank-
ing technology progress and banking oper-
ation innovation is made to reveal the im-
manent interdependence between banking
innovation and technological upgrading,
suggesting the direct effect of information
technology on financial innovation and that
the boundary between information technol-

ogy and financial innovation become in-
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distinct because of their interaction while

financial innovation tends to be compliant
to technological upgrading. The most cre-
ative point of the paper is its elaboration on
E —money, the fifth stage of monetary
status evolution, and its future prospect.
The point is proved and expanded from E ~
money’'s features and functions to the
changes of monetary function and its im-
pact. It compares measure of value, cir-
culation method, payment and storage
function at each monetary stage and em-
phasizes on the comparison and analysis of
its function as an international currency,
stating the important effects on foreign ex-
change reserve in choosing trade currency.
Thereafter, the paper looks into the impacts

on money supply by hi—tech and states
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that financial hi —tech progress brings new
challenges to money supply theory -
which affects money supply, definition of

money, volume and multiplier of money,
and thus comes to the need as E —money
emerges to adjust the definition of Mo, M,
M., which is defined by the liquidity of
money. It further explains the financial
hi —tech’ s impact on monetary multiplier
through positive analysis and specifies its
impact on China’s money supply, the need
to re —define money while suggesting to
strengthen the management of hi —tech fi-
nancial instruments. The paper then com-
ments on how financial hi - tech influences
and controls international capital flow and
states that the time —space boundary for

capital flow has been broken by frequently
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upgrading financial hi — tech and that tech-

nical revolution of trade is promoting fi-
nancial project renovation while pushing
world financial market towards tremendous
scale and liquidity, which is accompanied
by some unstable elements. Based on u-
nique features of hi —tech finance, the pa-
per puts forward correspondingly specific
measures of space monitor, scale monitor,
time monitor, information monitor and
integrated monitor for multi — national
capital flow. The last chapter is about the
challenges to banking operation and man-
agement by banking hi -~tech, which dis-
cusses the way that bank’s technological
investment affects its intensive operation
and according to China’s reality points out

a re —engineering way for China’s finance
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