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The Demand on the Foreign Exchange Reserve
for the Convertibility of RMB

LIU Bin

(Peoplés Bunk of China . Shunghai Branch . Shanghai, Chaina, 200120)

Abstract: This article argues that the adequate criterion for foreign exchange reserve is
to see whether or not it’s sufficient to cope with the foreign exchange shock. Based on the
monetary theory of balance of payments. this article has analyzed various factors that have
impact on foreign exchange demand in the Chinese economy. Through the comparison of
China with those Asian countries and areas that had experienced financial crises in 1997, it
gives out index and margin of safety in assessing the adequacy of foreign exchange reserve.
Conclusion has been found out that our foreign exchange reserve is far below sufficiency, and
can hardly reach the adequate level in the foreseeing future. Starting from this point, several
policy suggestions have been made here in terms of the convertibility of RMB.

Key words: foreign exchange reserve; financial crises; foreign exchange demand

.« 64 o

Y TR



	03
	04
	05
	06
	07
	08
	09
	10
	11
	12
	13
	14
	15
	16
	17
	18
	19
	20
	21
	22
	23
	24
	25
	26
	27
	28
	29
	30
	31
	32
	33
	34
	35
	36
	37
	38
	39
	40
	41
	42
	43
	44
	45
	46
	47
	48
	49
	50
	51
	52
	53
	54
	55
	56
	57
	58
	59
	60
	61
	62
	63
	64



