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1990 | 0.248 0. 241 0. 368 0. 051 0. 438 0. 086 0.273 0.124
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1999 | 0.334 0. 239 0. 436 0.071 0. 189 0.215 0. 042 0.118
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Sustainability of Currency Board in Hong Kong

DING Jian-ping' , CHEN Wei-xue®

(1. Modern Financial Study Center Shanghai University of Finance and Economics ;
2. School of Finance Shanghai University of Finance and Economics,Shanghai 200433, China)

Abstract: Comparison is made between the two cases of the currency board. Although
similar in form, Hong Kong distinguishes itself by its strong backing from the Mainland of
China, such support may not be found in other countries which adopt currency board. After fail-
ure in maintaining the currency board, many emerging market economies are prone to dollariza-
tion with the hope to get rid of currency crises once and for all. However,it makes no difference
in the case of Hong Kong SAR. The cointegration test is conducted to examine the possibility of
dollarization and yuanization, which is measured by the existence of cointegratien. The results
indicate that owing to SAR itself, some economic variables of Hong Kong have strong cointe-
gration with those of the United States, but it is impracticable in reality. for Hong Kong SAR to
dollarize the currency. While it is possible for Hong Kong dollar to be yuanized, the cointegra-
tion between Hong Kong and the Mainland of China is weak.

Key words: Hong Kong dollar; currency board; dollarization; yuanization; cointegration

test
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