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Abstract

In today’s international monetary system, the dollar is in central position. The
dollar acts as the role of a world currency, so this creates dollar standard. The dollar
forms such circu mfluence in the global s cale: the emerging market countries and
developing ¢ ountries, esp ecially Eas t Asia co untries and th e M iddle E ast oil
countries, export goods and services to gain dollars, and then will buy dollar bonds,
including the United States government bonds and corporate bonds. So these dollars
will return to the United States, this creates the dollar circumfluence. How do the
dollar sta ndard an d do llar circum fluence lin k w ith global ec onomic im balances,
global excess li quidity, and global fin ancial crisis ? W hat are the impacts that the
dollar standard and dollar circumfluence bring to the U.S. economy? What are the
impacts that the d ollar s tandard and dollar circ umfluence bringto t he Ch ina’s
economy? This is the issue that this book attempts to explore.

The first part of this book in cludes t he first and se cond chapters, m ainly
elaborates the background and significance of the research, as well as the review of
literature in these fields. The second part includes the third, four, and five chapters,
analyzes and validates the impacts that the dollar standard and dollar circumfluence
bring to world economy, U.S. economy, and China’s economy. The third part is the
sixth chapter, the ev olution of the dollar standard and China’s countermeasures are
discussed in this part.

In term s of problem s that the dollar standard brings to the w orld economy,
based o n t he mathematical model and the empirical ana lysis method, t his book
illustrates the dollar standard and dol lar circumfluence are the im portant reason for
global economic imbalances, global excess liquidity, and global financial crisis. In
terms of the impacts that the doll ar standard brings to the U.S. economy, this b ook
illustrates th e hug e in ternational s eigniorage a nd t he indirect be nefits of i nterest
difference, in flation, a nd exchange ra te changes. T his bo ok als o si multaneously

illustrates the prob lems that t he dollar standard brings to the U.S., including debt



economy and deindustrialization. Twin deficits in current account and finance do not
hinder the economic growth of the U.S. In a great extent, twin deficits promote the
economic growth. Dollar standard plays an im portant role in the process. Through
econometric ana lysis, this book verifies the fact t hat doll ar circ umfluence is an
important reason for low interest rates of America’s long-term treasury securities. In
terms of the impacts that the dollar standard brings to the China’s e conomy, this
book i llustrates the 1 osses that do llar standard brin gs to the China, including the
losses of international seigniorage and the losses of actual purchasing power. This
book p uts fo rward th e problem of dis tortion of ¢ apital al location in fin ancial
institutions because of st erilization, incl uding: pr oportion of position for fore ign
exchange purchase is more than the contribution of net exports to GDP growth, so it
brings the distortion of ¢ apital allocation for domestic department in fina ncial
institutions; prop ortion of long-term loans is grea ter tha nt he proportion of
short-term loans and the gap is gradually widening, so it weakens the support to the
real economy by fi nancial i nstitutions; proportion of of f-balance sheet business
increases dramatically in financial institutions, so it weakens the effectiveness of the
central bank’s financial re gulation. The dynamic growth path of the ratio between
China’s international reserves and GDP is discussed. This book forecasts evolution
of the dollar standard. The do llar s tandard will be c¢ ontinue in sh ort term ; dollar
standard will be replaced gradually by multiple monetary system in the midterm; a
super-sovereign currency will implement in the long run along with the development
of globalization. The countermeasures of China are discussed, including improving
the capacity of foreign exchange reserve management, upgrading the export-oriented
strategy, promoting the internationalization of the RMB actively, and leveraging the
opportunity of “One Belt and One Road” strategy.
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