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Legal Analysis and Policy Thinking about the Currency Swap Agreement between
China and the EU

Li Renzhen (Professor, Wuhan University)

Yang Xinyi (Doctoral Candidate, Wuhan University)

Abstract: The bilateral currency swap agreement between China and the European Union (EU) is the latest legal practice
between the People’s Bank of China (PBOC) and the European Central Bank (ECB) in the field of monetary and financial
cooperation, Besides general features of currency swap agreements between the governments, it also has its own
characteristics: it reflects the official will of monetary cooperation between China and the EU;the swap line is between RMB
and euro; it relates with the mutual liquidity assistance mechanism between China and all member countries of the euro
system. The swap arrangement has been established in the context of the international monetary system reform in post-crisis
era,changes of the world economic pattern,rapidly growing bilateral trade and investment between the euro area and China
and the competition to build offshore RMB centre in Europe. This agreement could be beneficial to bilateral trade and
investment facilitation between China and the EU, enhancing the stability of financial markets and contributing to
internationalization of RMB, but it will bring a series of challenges to China as well. China should face the challenges, try to
deepen the reform of the monetary system, perfect the financial market construction, strengthen the supervision of financial
risks and promote the construction of an offshore RMB centre.
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