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Status Quo and Impact of RMB Internationalization and Orientation of
the Future Monetary Policy

WANG Hong —fei

Abstract: The current status of the RMB internationalization lies in two aspects: the favorable con—
ditions include the expansion of the economy of scale and foreign exchange reserves the stabili-
ty of the currency the perfection of the financial market and the adverse conditions include the
extensive mode of economic development capital controls dollars” inertia. RMB internationaliza—
tion may have various impacts to China’s monetary policy. Because of the spillover effect and the
liberalization of interest rate the independence of monetary policy will be impacted a lot. As to the
impact to the transmission mechanism of monetary policy the transmission mechanism converts
from the traditional credit transmission mechanism to exchange rate transmission mechanism the
pathways will be further developed. Because of currency substitution effect the currency demand
will become complicated and the monetary flow will be more difficult to monitor. As to the impact
to he transmitting tool the reserve and rediscount policies will be weakened and open market
operations will be strengthened. In order to deal with the possible impacts after RMB international—
ization countermeasures need to be taken such as to strength the supervision of RMB en-
hance the mechanism of interest and exchange promote the opening of the market of capital
and address reasonable policies.

Key words: internationalization of RMB; exchange rate system; foreign exchange reserves; mo-

netary policy
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