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The future of the Chinese yuan in the international monetary system

The current global financial crisis has lead to rethinking of the need to reform the
international monetary and financial system. An important part of that reform will
be the future place of the Chinese yuan. That place should be large, by virtue of
the actual data of the Chinese economy, like the size of the GDP of China as a
proportion of world GDP, in addition the size of China's trade and foreign direct
investment flow. As a part of this review of the Chinese economy it’s important to
recognize the developments that happened in the internal Chinese monetary system
in order to convert the yuan to an important international currency, and then
identify the arrangements signed by China with its important commercial and
political partners to make that conversion.

The researcher concluded that China is now a major economic power in the
world. China's economy developed rapidly since the second half of the twentieth
century .The development of the Chinese economy both at the level of production
or foreign trade and foreign direct investment flows are factors which support
putting the Chinese yuan nearer to the center of attention of the international
monetary system .Perhaps the most striking proof of that yuan will be an
international currency soon is that statement issued by the Ministerial Meeting of
the Group of Twenty on October 23, 2010, which refers to the existence of
fundamental reform in the governance system of the International Monetary Fund
in favor of the emerging countries, including China .Ministers of industrial and
emerging markets economies in a twenty agreed on the redistribution of quotas, As
a result of the quota rebalancing, the large, dynamic emerging market countries
Brazil, China, India, and Russia move up to be among the top 10 shareholders of
the IMF. But China has to participate more in the development of financial markets
and the services markets to turn the yuan into an international currency soon.

At the end the research shows that the international monetary system is on the
verge of many changes, which require the reshaping of the rules in favor of
countries with emerging economies and China .The Chinese yuan will be in the
near future a major international currency, benefitting from the strong position and
of the Chinese economy and the latest arrangements, and the stability of the yuan's
value when it is compared to other major currencies during the past ten years . It
remains necessary for China to complete its reforms and restructuring of its
financial markets, and give more freedom to deal on the yuan.

Research key words:
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