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Preface

International finance is a kind of world economic activity. It
deals mainly with the turnover and circulation of international
monetary capital. Since the World War 1 , especially in recent
two decades, the framework of international monetary capital
movement has been increasingly expanded, its scope rapidly
enlarged and its content greatly enriched. International finance
has been playing a vital role in the world economic development.

Under the “open to the world” policy, Chinese people have
undertaken to construct the socialist market economy, especially
since the 90s. It is required that the structure of Chinese
economic development be in agreement with that of the world
economic movement. Due to the said requirement. it is necessary
to bridge the gap between our domestic financial market and the
international financial market. In addition, China now must
participate in the international monetary capital movement
attentively. Practice calls for theory. Strengthening the research

of International Finance has a primary significance to China.
(—)

International finance is a discipline, which studies the
pattern, the channel and the mode of the monetary capital in
international turnover and circulation. Its research objects have
been constantly changed and greatly enriched with the
development of world economy and the evolution of international
economic relations. Meanwhile, because of the complication of
activities of international finance and various viewpoints of
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different theories, the controversy over the objects that
international finance studies still exists. We are, however, of
the opinion that the choice of the objects for studying
international finance must rest upon the following points:
Firstly. it must help display the [aw of turnover and circulation
ol international monetary capital. Secondly, it should be
favorable to reflect the significant change and innovation emerged
in the field of international finance. Thirdly. it should be helpful
in guiding the practice to each country as well as to the world
economy. Based on the above ideas., this book covers;
international payments, foreign exchange &. foreign exchange
transactions, the determination & adjustment of foreign
exchange rate, foreign exchange control, international reserves,
international financial markets, international capital movement,
international banking &. management, the innovation of
international finance, the management of country risk,
international monetary system, international finance mechanism,
and China’s foreign financial practice, etc.

Quite different from international trade which covers the
transnational circulation of commodities, services and
technology, international finance studies international money
payment and capital movement. It is also different from the
money &. banking, which describes the law and regulation of
monetary capital movement in the field of circulation and
distribution. International finance in the early times had been
established and developed on the basis of the international trade
and money & banking. However, with the internationalization of
production and capital, the movement of international monetary
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capital gradually divorced from the international trade and money
& banking. It has developed itz own style of movement. 1t is for
the research of this uniqueness that international {inance as a
discipline is created. International finance has its own specific
field. concepts. rules and its increasingly-mature theoretical
system.

In the field of international finance. the relation among
various factors is rather complicated and changeable. The
opinions on what has happened in the field of international
finance are quite different. This is caused by different social and
culture background. As an independent discipline. international
finance has only about 30 years’ history. Because of the stated
reasons . this discipline has not yet established a strict structure
or a compact theoretical system.

Since 1978, with further development of economic reform
and open door policy. Chinese financial market has been growing
rapidly. More and more foreign monetary activities have emerged
in our market. In order to adapt to the new situation, the
academic circle has begun to pay attention to the research in the
relevant field and has now made some achievements. However,
these achievements. to some extent. remain on the level of a
mere introduction to western international financial theories and
practices, and appear somewhat out of date. A new. scientific
system that conforms to the law of the market-economy and
reflects the general conditions of China has not been created.
Western international financial theories and practices have
presupposed the market-economy on the foundation of private

ownership, which reflects the law of market-economy movement
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to some degree. Compared with the western. Chinese economy
has its own features: we have tried to develop the socialist
market economy on the basis of state ownership. However. our
socialist economic structure must adhere to the law of the
market-oriented economy. Therelore, we must neither accept
western international financial theories and practices completely
nor reject them totally. The right attitude to the matter should
be scientific: reject the dross but assimilate the essence. While
referring to the experience of other countries. we have to
establish and develop international finance with our own socialist

market-economy characteristics.
()

In writing the text., we have not bcen limited on the
prevailing literature on international finance and the established
theories and practices. We try to add the latest developments and
our own ideas. The main characteristics of this book are as
follows ;s

1. Strengthen the logic of the text. Since the contents of
international finance theories are complex and variable. there is
na well-established theoretical system. In most of the books
concerned. the structure and arrangement are rather out of order
and unsystematic, and their chapters lack organic connections.
To avoid these problems. we have arranged the diiferent
chapters of this book in following order; {from macro-aspects to
micro-aspects. {rom national foreign financial relationship to
global international {inancial relationship. The details are as
follows : we take the balance of payments. which is the origin of
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international financial activities, as the f{irst chapter; then
foreign  exchange and its transactions. exchange-rate
determination and adjustment. {oreign exchange control,
international reserves. development and reform of Chinese
exchange-rate  system. international  financial  market:
international capital movement. international banking and
management . interpational f{inance innovation. country risk
management . and international finance system. At the end of the
text. we introduce and comment on international financial
institutions.  Such arrangements, we think. are compact and
logical.

2. Advance the academic level of the text. Under the open
policy . Chinese economic movements are market-oriented and
export-oriented. With further reform. especially the expansion
of {oreign investment, the increase of the quantity of foreign
exchange transactions. the penetration of foreign banks into our
market. the issue of off-shore bonds. and the development of
domestic financial markets, Chinese people have become more
and more familiar with international finance. Under such
situation. cursory introduction cannot meet the needs of readers
and financial practice in our country. To raise the academic level
of the text. we have extensively studied and discussed some of
the most important topics such as balance of payments,
exchange-rate determination and adjustment. international
financial market. international capital movement. international
financial innovation. integration of regional currencies and
foreign financial practice of China.

3. Make use of advanced analytical method in the text. For



a long time. the international finance studies in China have
invariably emphasized on qualitative analysis. and the method of
literal description has been widely used. The method of
quantitative analysis using mathematical operation. econometric
models. and geometric figures, etec. is seldom used to make the
description of the said subjects more accurate, Karl Marx once
said. only by using mathematics successfully can a science be
developed and perfected. Modern western economists usually
skillfully and accurately adopt mathematics to international
finance theories and practices, and many of the results they made
are valuable in application. Therefore. we have made use of
mathematical operation. econometric models and geometric
figures to illustrate the arguments in the text.

4. Reflect the new developments in the field of international
finance. In recent years. international finance studies have been
unprecedentedly active. Many countries try to strengthen the
adjustment of international payments, international financial
innovation. securitization of international investment, expansion
of multinational banks. country risk management. etc. All these
activities have enriched the theories and practices of international
finance. To reflect the recent developments of international
theories and practices sufficiently, we have added several
chapters, and do our best 10 use up-to-date data and materials in
our discussion.

5. Contact Chinese foreign financial practice. In contempo-
rary China. internationalization of national financial market has
become very pressing. and various foreign financial businesses
are emerging. These developments have greatly enriched
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international finance theories and practices. However. they also
caused a large number of problems. In writing the text. we have
paid attention to our own foreign financial practics. especially
some important issues such as Chinese exchange-rate system
reform, etc.

Although we work hard in writing the text. the contents or
views of the text need 1o be perfected. We sincerely hope that
the readers will give us some critical suggestions. we also expect
that more and more people will engage in international finance

studies.



’ g,% @ﬁ%iﬂ45@h%i$ﬂx%
9
g ¥ B h—%i}i%.... ( 24)
jgi J\ék crrsrransciinracscessieees (59 )
g ¥ AL 5L E- crresscesnicnieses (6] )
% = :ﬁ SR A B ereerreecvsoninnaninnnicnes (186 )
EKENE B N G [ 72
s m$m&ﬁﬁxm-mmmmm<mm
- LTERBARE- cereseresisnsies (109)
Bo% LRBEH e (118)
gz 4 Wﬁ£$ﬁﬁﬁﬁmmmmm(wm
XE N veresssecnisnienes (156)
$yiE ﬂ.i[:gﬁ tesererearcisvarasasesaesarns (]158)

1



-4 SLEHABAEEF - (158
By AHLEHAEF A e (163)
BoY AMLAEHGF - e (173)
By ShLEE e (184)
zkﬁ/.]\/n... veses eeee (193)
BUE EERES- sereseesens (195)
E-% ERFEEHBAPER e (19D
EZW ERRENRLSGER- (200

Y BRI E R
ceeeee (220)

By ER#esswER-

(210

gﬂﬂﬁ B PR AR R erernemrereerennnanes (224)
K FE ' e (233)
e A&mm$ﬁ§mﬁz%u$
- (235
B % ART LR e (235)
EoF ARBLEFHEHFL 0 (240
F-H #—-FPEUARTLEHE
E}ki cecssnensaneences (251)
K F D cecerssissesanssansseses (256)
HtE @%ﬁmm%(n - (258)
% EReBTHMA-- - (258)
BV BRHRT A e (269)
F-¥ HEESBTHNEARHRR
(281)

ABE NG et
e (302
¥ Y% ERBERAH e

BAE EFESEBATHI )

2

(292
(300)

(302)



E-% EREEHETH- o (314)
g% HRELETH-- seeeesenes (322)
KE NG crverrersraasneneeasaese (33])
FhE EEREARRS - - (333)
g% ERALAAHEA- - (333)
B LRERARRSEHEM '
o seresseseneiinn (344)
F=v Ehﬁ$ﬁ@ﬁ%ﬁm - (355)
KENGE cerueiens (372)
Bt+E BEHBTEHE- - (37
g% BERKITHE-- s (374)
g% AEMBERAHEE (388
g ﬁ@ﬁﬁ%lﬁ%ﬁ&% ------ (394)
KENG - e (408)
#Ht+—E ERESBLH-- - (409)
g% ERLRUFBOBRA- e (409)
-4 EReBAFHFEE--e 41D
g% ERABAUAFHEF AT (419
By @ﬁﬁﬂﬂﬁ%i&%%&ﬁ
R0 seeer (445)
KENE teevenensennsanssnssases (453)
A ] ERERREE LA - (456)
g% BERARWRB5FERHKS
|5]ﬁ teraeaneensees (460)
E-¥ BRI (469)
g BERABHFEEGCR - (482)
' *i/]‘ﬁf"""'"""""""'"'""""'“" (488)

3



" Ow oW +
o
< =

1

%E%
A F P
%F@ﬁ
B
[
FZH
L3l

@%ﬁmwgmm““m"m
< (491
< (496)

B R % A (L ] o orereserennens
HEWAKREE-
FE w0y E R R
h B eveeea
B4 4 — K Tk

E RS R
EfrfdEean.

Eie.... seretesesrssensscasotnast e

(490)

cena ( 10)
- (522)
- (534)
« (536)
- (537)

Y RABFTEE revereorermnsersanns

R B PR A LA eeeeeeeeee

FESERLBRAR MK R

(344)
(556)

: o+ (562)
AT PN EE oo e s e,

B2 Tk - = [RSUUTOU R
+ (574)

(568)
(570)



LR 2 — o S 0 2 B 0 2 6 B o
T e 0 L 5 W L 3 — O KRR AR BRI 20 43K L IR
1 5 75 2 7 o 0 RO R UM S BB B A S E
3 EL R A R G0 R R A T B A R A

70 GEAOK 1L SRR R e B — B AR b 0
AR A o LA B T o (BB B el L
TRBM LN THER ML LA EHA MBS, K
FRMEA B EERRESFESHA T SFETOMNM,
3309 6 0T AL 14 41 2 T 50 0 BB OB L BB B 5 IR D 5% 7
B ) B ¥ 5 O |

SR PENR S . B M B S E R R R B R
W% OB 5L

(—)

Elr&MERARAK TR EEEREFESRERN LR E
HMAFAN-THEESLFRERGHN¥FR. EHHRTHREHH
MALFRHGHERNERZFXROREMABEL T KM,
BIEF .k F R SRMFEFIENRFRERKIE . BRITAN, B
& Bh2E TR FE X R0 8% B F T o B B 1) 58 7 B A R 4 45 B

1



o

MR AHTREERSBIB AN ERES/IH . FHT
ESEENZERHSHEERTER. B FIRNEE FBiIERM
HEEER: BBFRKREAMCSIMNCRS CRARE SES. 4
LEH BREES BERemTsn BREARDS . HEBITER.
EHEFLMoF BRAKRER BERERETAR . BEFERIATR
HEemLBRES.

HiE&RMEER\ASH M ERE FHCELERE N
V¥R, SHREREAES. FFAERARENVERFRAS ¥4
M, BRFEeMFHRAMEEREE X TATARE. SETEEHR
Wil RSBRARTRA S - BMARNEMRTFEFLAR B
FemrrERrERERD FH BT REHEERRANREKL
BAVEHANBHNEREMECREERT S MR HRITEE
26k BRI MY 8 iy T A 7 M B A Y [ BR AL, B B ] B¢ T B
ANMBZESBETERRS FEATHCHBNES R E
Rt xfpmisssh F KM RERL T ERSMFE . B fEX—1]
W FRNERS BReBELE A ENER. . BS U
BRSNS R,

B ERSBMOEIHETLLGAMS 13—14 HEERKK
HHNEMETASHO LB, BT 20 HE 60 £, BRREM
¥ABANIR—TTHINEN SEFRAER¥ . RRBTEER
BERHL . BRSMEEBHERATERAR. —BAN, NE
BEXFHREGAEF I BH AN ENEFESRER, EHR
KEE LR TERASESMETETRies X 26, me
HRBEEFHAERNY REAPHRLS. A 19 HELEEHEF
20 fib40 30 4EA . ERRM TR AN MEFHEAERA IR
SrE ik L RS A BRAER, MEET A8
¥WEHE. AHFEREFRMNERSRNOBIEMELRHJIT T LEL
W EABHHR . BREBTAKREREGMRR, FAER R

2




TARBEIR . W T B IR A X — i 35 B U 9 2 A Y
BE T EBRERFEE T 2R IS R . T H X E 8
HReMIBEAEFEENEREL BT RKER NG MELE™
5 B B B4l iR AR . B BrE] o T A SO RLE 18 B R R R R
BARS EREFHURKK—LFTENE, LR LR LN
Fike URGERET MRS TR B 60 FR L EREMBMR
CRPRARR.XE . EXE HAMEEFENERFHFLIRT X
BEEI R RER SR MELF N EE R CHNBH  UXELF
¥FRERFRAETENERSBEENMTE ERSRM¥ETM
[ B 9 5 % F 5 TR AT E BB AE SR P BT B — [T %
SOk VAE L S

HTEESRISPEHEOHEERRGRE L . TER
A AR R o At ) BE O SCAG SR SUME AT X BB B O & F
FYRREAEMAAREARAER. M HERERF KN —
R R 30 AL & . Bl & B¥ E 4 ¥ RE - F 128
HEHWMTBOESER JIE N, B SREXT#R R E N
REFRBRHERMEBENSY ERTIHFBREBRENLRE
EXEHITRLMEE.

KR bt AR XBTERRTEYGE T 2RT
BREAERNYIERESINTR. BEREMFEREILFRE LR
BRI MR, 1978 5, MELETFRHEA RENSRT
BRI, B EMIERH SIS . SHEGEN REFRF GO
FHREREREBFMPFR. L TALPRR. HEEREMBIR. R
TR BF 58 T4 K 5 6 B 7 0 4 VG O [ B & R R 90 I S R B K F
L EEEFHERBERAAMUNEAOE BEERNFEEREENHR
AFEE ABEREESEHOREEERR NTERSMOEIL
HSEBRRUMARAEMY THEF RN HEERKEER
ERBTHGLFBITH—BAR. RIRRUALH TN ERMY

3



