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Abstract

The well-known economist Robert Mundell proposed the "optimal currency
area’ theory in 1961, which were complemented by many economists and in support
of the countries or areas cooperating in monetary integration in order to reduce trade
inconvenience and financia risks. Ralph Waldo Emerson proposed the "one market,
one money" mentality in 1992, which updated the theory of monetary integration to
a higher level. He considered that money as a tool for the exchange and value
measurement must be a real service for the market, no matter how big the market is
and how many regions involved, aslong as a single large market, the single currency
is the best choice. In addition, with the financial globalization, the trade between
countries and regions is increasingly close, and countries and regions are gradually
increased up to the outside, thus the mobility and interdependence within the
international economic and financial development are much stronger, with this
context, the issue of currency substitution becomes more prominent. Therefore, this
paper is to combine the theory of currency substitution to do some research about
monetary integration of China.

This paper is structured as followed: The first part is an introduction, which
described: the research background and significance; relevant literature review;
research ideas and research methods, main content and structure arrangements,
innovation and deficiencies. The second part is the theoretical basis of currency
substitution and monetary integration and theirs relationship, first discussed the
concept. the classification. the formation mechanism and the measurement standards
of currency substitution, then discussed the concept. the classification of monetary
integration and the theory of optimum currency areas, such as Emerson's "one
market, one currency" theory, Krugman's GG-LL model, and finally the link between
the two theories. The third part described the cost—benefits of monetary integration
by GG-LL model, studied the trade exchanges within China, reviewed the exchange
rate system of Hong Kong, Macao and Taiwan, for the fourth and the fifth part of the

empirical research and policy recommendations as a foundation; then a brief anaysis



of the obstacles of monetary integration. The fourth part is empirical anaysis of
currency substitution issues of Hong Kong, the conclusion is that Hong Kong's
linked exchange rate system, small open economies, free trade port and other
features led to the U.S. dollar is amost equal to HK dollar in circulation. The
currency substitution of Hong Kong is hybrid by supply side and demand-side, the
value of scale, means of payment, medium of exchange and store of value of the
dollar bears the same task as the Hong Kong dollar, but in recent years, the RMB has
entered Hong Kong and began to occupy a certain share of the market. Based on the
empirical analysis, we proposed Hong Kong dollar should be pegged to the RMB
Yuan at an appropriate time. The fifth part is the issue of Taiwan's currency
substitution empirical analysis, concluded that the reasons for currency substitution
in Taiwan is mainly demand-side substitution, the degree of currency substitution is
very low, the island's residents for the purpose of holding of foreign currencies
against possible risks and exchange, | believe that on this basis we should refer to

European monetary integration models to achieve cross-strait monetary union.

Key words: currency substituiion; monetary integration;

the Cross-Strait, Hong Kong and Macao.



L= 0
— I B G BN 1
T BB TER IR . 3
A 5y -~ 5
M, EERESEHREE . 6
e BT S TR R 7

F—EF KhEBRSED—EEESER. ... 8
3 EMEAREISER . 8
HoX RIS R 14
F=F HEHEBRSET—EREELZER . ... 21

EoE WROGET—ALORSERESAEMM . 23
F—T BEMEMED—EKEBBEREST. ... 23
FT AMEBRE=SMMEFEASERSEDXZFWRK............ 26
F=T BREASHICEREEMNHRESIK ... 34

F=ZE BFEEDTBERZEZFBURARMSEMRIT—&E. .. 41

F—1 EMEDBEREE. BBRRERERZETESHT................. 41
HoW ARD. BHURRITH—ALER. SBSAKERE ... 45
FOE AEETERZEBURARDEHED—KEL..... ... 50
F—T HEDTETEREE. BRREERZZEZESH .............. 50
- ARTEHETH—HLER. SEBESEMKEE ............ .. 53
MR 56
o a SR 58
B 61






INtrodUCtion ... ... ... 0
0.1 Backup and significance of theselected topic.......................... 1
0.2 LiteratUrereViewW ..o e 3
0.3 Methodology Of tRISPAPES ......cooiiieeee e e 5
0.4 Structure of thiSPAPES ......ooueeiieee e e 6
0.5 Innovations and inadequates of thiSPaPer ........ccooceererenienenienient e 7

Chapter 1 Theoretical basis of currency substitution and monetary

INtegration . ..... ... ..o 8
1.1 Theoretical basisof currency substitution............................. 8
1.2 Theoretical basisof monetary integration............................ 14
1.3 Contenetions of thesetwo theories.......... .. ... ... .ot 21

Chapter 2 The benefit-cost analysis and eocomic basis of monetary

integration of the Cross-Strait, Hong Kong and Macao . 23

2.1 Thebenefit-cost analysis . ... 23
2.2 Theeocomicbasisand currency trading ..., 26
2.3 Theexchangerate system of Hong Kong. Macaoand Taiwan ........ 34

Chapter 3 The currency subgtition of Hong Kong and the monetary

integration of RMB. HKDandMOP ...................... 41
3.1 Thecurrency substiton of HongKong ..., 4
3.2 Themonetary integration of RMB. HKDand MOP ................. 45

Chapter 4 The currency subgition of Taiwan and the monetary

integrationof RMBand NT ................................. 50

4.1 Thecurrency substiton of Taiwan. ..., 50
4.2 Themonetary integrationof RMBand NT ........................... 53



Acknowlodgements ............... . 61

Academic Achievements During Postgraduate Study ............... 62






T w

g

— BEREREEX

1997 FEFF IRV, SR THR TP AF S ¥ 1999 4 [l F#H [ (1 pR4t, 7Evdd b,
FEIRLE) YOI R T A, P R 6 B A5 % T PR A SR e N PR U
BrBt. 2003 4F 6 H 29 HN M S HHEE T (Wb S FUECT 2 RS A ]
KARZM 2 H Y, B KZKPi§ M CEPA (Closer Economic Partnership
Arrangement), JLRMAHBRE: B BB U5 2 (0] S8 5T T B 52 5
HIRBIAAR B EE 22 350 SEILIR 55 B4 23 1K) B A, 92D BSEEBUH U5 22 TA) SE
T BRI (R S BR AL R 10 017 H, A SEITIER
BHET (AT @ R A TR RN R ISR, W
HEEQRE: WA SRS S 51 E it DU G R AR = A7 1
CEPA W28 R BRI, o P SR AR 2, 2 b
LR A S AR I E S LR, A ITIERE T P Hl 5 A T 1) 22 B A U
561k,

LEPI R VU 5N T —— G, 2008 4F T3 U455 10 18 R 3o £ X HL
B TR S urE AR O A RN, AU MEBUMA AN LIk
W7 AR, BIARIA T “ AN MR, X W R A A S AR
T TACKIBOE RS, MRS S EENT AR, JCHE 2008 4F
12 J1 15 H, PRSI T PR AR 2 s B, Sis B, B
MWIRE “ K =7, PR RAREXGENT HINAR.

£ 0-1 2009 4F Py 5 IR G MO X 128 5 57 2 AR AR L

i H N b5 A R WL 5 &7
R 5 1749. 5 {2 G 21 12367t 1062. 3 {2,376
oA Hb 1662. 3 /.30 18. 5 {4370 205. 1 {2370

O RPN AL L. R 2000 AEAAEECT, SN . SEBROEFISh B RIL 2009 4T
HHN T LA



DR PR DU B 1 — R ) AU 5

P Rk 87. 1143 7T 2.5 1037t 857. 2 {037t
HEHESN T H 309321 12282 4> 80061 4>

S s ] Ah 9 3956. 4 123 C 90. 5 12 495. 4 {256
i NI AR R | 41 9% 1. 0% 5. 2%

wRYE,: T E N RILFEE S SRR ] . http://tga. mofcom. gov. cn/d/d. html .

R O0-1 WL SRR G =T S ) I 128, AL BB LUA Y,
P DY 3 R 285 52 S AR BEN T 4 (R e 55 22 i R 25 i B (HL RIS Qe
P AR A 1) — AN B, AF A — DA SR TS i K, Al
HAHEWMRGT M. AW M. WO & mE RS . fol2dm T
N IAH B d e el 380 o 855 h W 828 —F——3ufk
NAZ Gy G TR P BV S Rk L VDS Al B A 51 ) R 19 DK i 4 48
BN, AR, AR T S O AMER S R B ]

FEHATHERFAURT 1961 FEFEH T “ IRt #ig, el
ZN AT E RN FRTEE T, 35 R & 1 X2 ) I 2 B3 1 B AR AR A 57 2 AN
R AR AR R A 7 BR S RF. 1 1999 4F 1 5 1 HIKOTHERURS), A
bR BRI DE— AMERE N T — B RA ERT B, RIS DX & 22 D44
UD IR REAE S i Bt o TS, WA R B R SR HE VR . RROGIRTEA:
FEASS T R B B8 AR T 10 13 S [RJ I, A 0 X 68 M — AR S T ARG (RS AT
UeAh, ZERAST 1992 FFER I T “ Ay, — A5 iEAR, AR5 A
AR B AL 2 BB (0 — AN 2K, A B A D — M A i D HAMAE TR,
WA FIERSS T, BwiXA a2 R, W2 DAEZFAX, HE
TG R, A Bt TS S R

TS P 3t 5 R 5 — ML PR 2035 B2 2 AT 20 i SR 2R I T S AN A JeE (10 Ji 1
JEHGEAE R BUA 2T R % CasE B T IEMIHUE RN AR, BATTHE R AT D1 5L
T AOHLIE, Ok A DY BT T A ) SR B AN A TR, X R LK
Rraedt, a2l SR,

UEAt, AE 24 Gl ERAGIXFEAN nl 5 (1) [ B s g 4 1, W5 EZ
], X S [R5 5« o AR H ad 5w, % A& X [ 2 5 XA T



T w

ARG P, Bk, EPREEE. SrmhA R i s A AR A Bk
KA, ERINTFUA AR5 R T B2 &, B% Al 8 DRI i A2 7 7
I H o

P g MR, e — R i B MR, RIS —FhOE AN E R
Ji o SCATFB AT S A R R S5 77 10 43 B A AR T S — R B 1
(LS o A5 PR DY b2 50 B Dy AT R A A R RS D0, el A2 2008 41 [H 4 i
faRlZ S5, B AL T [ R AN Wi R, 67 R DY R 28 55 24 v
W2 O AR IE . tedn, fERIEHI, TR S, IR, AR
MIFARZ L bl T Wiy, Wb G R VERRER % 52 1 & ¥ ki,
NEETE A WIS BN WA, 2010 4F 3 H 16 H, AW sy R

BV 5 A R UESR IR ORES A 0N AT R SV n] A EE
R MRIZINE, KRG AT RN DE . DRI S nT BLE &
WIS, SRR R AR BT AR AR S % .

DRI, & 0 MR A, ORERTH WA DU 6 8% T — fA Ak B, Y
FLATAR ARG RTEVE BSR40 B IS e

. HMHFRICMGER

B ST PRSI G RS AH S SCHRBEAT B , 43 1) 2 B T AR AR R SOk (3
TR B AR SO 5 B AR R SOk

(=) |1, FEEEBERTEREE

I TR D e e e S AR P LA o B =1 T X%
2 1 g S S EUIR R 234D, HHERZ 8] 1) 87 2 7 s DAK AR A%, Rl s i 7
W L RUE AR, S R T oA . Bk, T
VR THL DX ) % AR, AT OFERIZ, 1999 K%, 2000 HEHEA
BAEAL, 20010, FAEH, BhEF R, 20078, FREFE, 20096125 ) IR0 SRR —
By, RN IAAAEAR R R BT MEACBLE, RIS T s
Ao XA T AR ) <l B R iR ] hcA (1 < B s h B, RIS o
FEWR T b, R A T ek 50% LA b, T T Se I R 25% 45 A0 . I
UEAEIX Gy, EE A 2 A ik



Degree papers are in the “Xiamen University Electronic Theses and Dissertations Database”. Full
texts are available in the following ways:

1. If your library is a CALIS member libraries, please log on http://etd.calis.edu.cn/ and submit
requests online, or consult the interlibrary loan department in your library.

2. For users of non-CALIS member libraries, please mail to etd@xmu.edu.cn for delivery details.



http://etd.xmu.edu.cn/
http://etd.calis.edu.cn/
mailto:etd@xmu.edu.cn

