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Conclusion

- Unlikely to replace the
USD as the world's
reserve cutrency, at least
not in the near future

« Likely to become Asia's
main regional currency

- Reasonably likely 1o
become a currency used
in SDRs
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) - wu, Pan and Wang 2010
- emphasis on demand
= triple A concept
+ size of economy — warld GDFP - China
at 4.6%, US at 28 5k
- accepiabllity - share of world Fx
tumover — US at 16.1%, China at
0.32%
« stahility of currency — imflation — US
average 2.8%, China at 1.1%
+ conwertahility —-RMB less convertible
= Backed by Chay 2013
+ political stahility, low inflation, good
reputation for laws and property rights,
financial markets
- Aglietta 2011
= emphasis on power
« Chey 2012
- emphasis on intermaionsl poliical power
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‘ Desired impacts: China

+ improve thee market in Hang Kong
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+ ‘People’s currency' in Chinese

- The official currency of China.

« The yuan is the basic unit of the renminbi ¥

- One yuan is subdivided into 10 jiao, and 1 jiao
subdivided into 10 fen.

- Official users: Mainland China (but not Hong Kong
nor Macau), Zimbabwe

+ -1 Chinese Yuan = 0.11 British Pound = 0.15 US
Dollar

china and
e —simnalication







China and
Internationalisation

Should China want an international
currency?

» Frankel (2011)
- The Internationalisation of three currencies
+ US Dollar
- Deutsche Mark
- Japanese Yen
- None pushed for the internationalisation of the
currency.
- The costs of issuing an internationalised currency
- Competitiveness
- When foreigners buy and hold currency, they
increase its value.
+ This harms the competitiveness of the country’s
exports.
- The control of the financial system
+ An internationalised RMB means that the
China’s financial market must be free and
deregulated to allow free movement of capital.
- The loss of cheap capital.



