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1948-1970 1971-1980 1981-1990 1991-1999
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New Changes in International Reserve Management
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Abstract: The international reserves of the developing countries have been increasing immensely ever
since 1990s, and in the meanwhile, the exchange rate systems are also changing rapidly in a more flexible
way. The flexibility of exchange rate systems will generally reduce the nation’ s international reserve.
These contradictory phenomena aroused extensive concerns in economic circles. We believe the root cause of
the steep increase of the developing countries’ international reserve is the rapid development of economic
globalism. The influence of monetary crisis and monetary substitution plays the decisive role in the process
of financial globalism. And the influence of trade globalism cannot be neglected either. In recent years
China’ s international reserve is increasing constantly. We think it a change of active significance. At
present, the true problem caused by the constant increase of international reserve is that China’ s monetary
authorities lack sufficient hedge assets to buffer the impact of international reserve upon the basic monetary
supply quantity. It’s proposed that the fundamental method to solve the problem is to devote major efforts
to developing government bond market, especially developing the short-term government bond market
suitable to monetary policy operation. Before the short-term government bond market develops to maturity,
the monetary authorities can relax the pressure of monetary circulation by reducing the ratio of settlement of
exchange on the premise of controlling capital projects to a certain degree. In the meanwhile international
reserve should be held.
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