
YUAN AS GLOBAL CURRENCY

China wants the yuan to replace the U.S. dollar as a global currency. The IMF designated it as a reserve currency.
That's the first step.

China still faces several hurdles in having a truly international currency. The level of trade is not the only
reason the U. It should allow the yuan to be freely traded on foreign exchange markets. That basket includes
the dollar, euro, yen, and 10 other currencies. If it deviates too far, according to some market watchers, the
Chinese central bank steps in to buy or sell the yuan, putting a lid on its daily volatility. As trade grew, so did
the yuan's popularity. Also, because it is considered a petrodollar , the Canadian dollar has only fully evolved
into a global reserve currency since the s, when it was floated against all other world currencies. The
currency's share was 2. One currency, two exchange rates Unlike other major currencies such as the U. What
would be the consequences? The PBOC stabilized the rate. Why did the IMF make this decision? Can the
Yuan Replace the Dollar? As China's economic might grows, it's taking steps to make that happen. When the
euro was introduced on 1 January , replacing the Mark, French franc and ten other European currencies, it
inherited the status of a major reserve currency from the Mark. Now, there are signs that this is about to
increase. It's pretty much still a dollarized world, Swift noted in its report, with the U. It rose from 13th place
in just three years. The central bank also manages China's complex monetary policy. To achieve this, China is,
among other things, trying to internationalize its currency. As long as the currency's market is sufficiently
liquid, the benefits of reserve diversification are strong, as it insures against large capital losses. The IMF
requires China to liberalize its capital markets. While the US has faced economic turmoil in the last forty
years, most recently with the Great Recession of , one potential economic juggernaut has started to emerge and
could possibly joust US and the dollar from its high horse; China and its Yuan. While that was lower than the
same month in and , it was not the yuan but the euro that gained over the greenback. In all actuality, the US is
in trillions of dollars of debt and that means that its greenbacks are starting to lose value in the domestic and
international market.


