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[ B AT B O B & EBRArmh ) R 7 B (4 i) —3—
1% RMHEZE GVE) B ORI A H g
(%)
.’EE EE 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

All countries

U.S. doliar 711 715 67.1 65.9 659 66.9 65.5 64.1 641 621 615

Japanese yen 6.1 5.0 44 3.9 3.8 36 3.1 29 31 29 3.8

Pound sterling 238 27 28 28 34 36 44 4.7 4.0 43 4.0

Swiss franc 0.3 0.3 04 02 0.2 0.1 0.2 0.2 0.1 0.1 0.1

Euro 18.3 19.2 23.8 252 248 241 25.1 26.3 264 276 26.2

Other currencies 1.5 13 16 20 1.9 1.7 1.8 1.8 22 31 44

Advanced economies

U.S. dollar 69.7 70.5 66.4 67.1 67.3 69.2 68.1 66.0 671 651 644

Japanese yen 7.3 6.1 54 52 5.0 4.7 4.2 4.0 43 39 47

Pound sterling 28 27 28 23 27 27 33 3.5 27 28 26

Swiss franc 0.3 0.3 0.5 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.1

Euro 18.4 19.0 233 231 229 212 222 242 233 254 243

Other currencies 1.5 14 16 21 21 19 1.9 21 25 26 3.9

Emerging and

Developing

economies

U.S. dollar 749 739 68.7 63.2 63.1 628 61.6 62.1 608 586 583

Japanese yen 28 24 17 1.1 1.3 1.5 13 18 1.9 18 2.8

Pound sterling 26 28 28 38 49 51 6.0 59 55 59 5.5

Swiss franc 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.1

Euro 18.0 19.6 25.1 301 291 29.0 294 28.5 299 301 282

Other currencies 1.5 1.0 1.5 1.8 14 1.5 16 15 1.9 36 51

Memorandum items:

Unallocated Reserves

All countries 216 234 254 26.5 292 342 36.9 385 426 441 447

Advanced economies 9.0 9.9 1.4 1.9 1.8 124 12.0 1.3 118 126 124

Emerging and

Developing economies 429 44 4 46.4 471 506 544 55.5 54.0 585 604 608

(W) IMPF, Annual Report 2011, Appendix p. 4.
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525 AWAMEZ A (SME) #E4i o SDR FHIGIC X 221k
(Bfz 1007 SDR)
-'EE x 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
U.S. dollar
Change in holdings 64.3 -7.0 100.3 1411 203.6 112.0 228.5 80.2 55.0 240.2
Quantity change 33.6 63.0 184.7 191.5 103.7 182.7 307.3 32.4 84.8 211.0
Price Change 30.7 -70.1 -84.4 -50.4 99.9 -70.7 -78.8 47.9 -29.8 293
Year-end value 893.1 886.1 9864 1,127.5 1,331.1 14432 16717 17519 18069 2,047.1
Japanese yen
Change in holdings -7.7 -5.5 1.5 6.6 57 3.4 8.4 9.4 -0.8 412
Quantity change -1.0 6.4 0.2 76 8.7 0.5 8.9 -12.3 1.6 26.8
Price Change 6.7 0.9 13 -1.1 -3.0 -3.9 -0.5 21.7 24 144
Year-end value 63.0 57.5 59.0 65.5 71.2 67.8 76.2 85.6 84.8 126.0
Pound sterling
Change in holdings 1.7 34 4.3 16.1 13.9 25.0 254 -12.3 14.4 8.1
Quantity change 14 25 3.8 14.5 16.1 18.0 28.9 229 4.8 10.1
Price Change 0.2 1.0 0.5 16 -2.1 7.0 -3.5 -35.2 9.6 -2.0
Year-end value 337 37.2 415 57.6 71.5 96.5 121.9 109.6 124.0 132.1
Swiss franc
Change in holdings 0.3 1.9 -2.0 -0.5 0.1 0.9 0.3 -0.3 -0.4 0.2
Quantity change 0.3 1.4 -2.1 0.7 0.2 0.8 0.1 -0.6 -0.5 -0.2
Price Change 0.0 0.5 0.1 0.1 -0.2 0.1 0.1 0.3 0.0 04
Year-end value 35 54 34 28 29 3.8 4.0 38 3.3 35
Euro
Change in holdings 26.5 74.8 62.0 47.7 54.4 74.6 131.9 37.2 79.9 68.3
Quantity change 30.2 48.5 28.4 342 81.7 4.5 92.4 59.9 67.2 115.0
Price Change 3.7 26.3 336 13.5 -27.3 30.0 395 -22.7 128 -46.7
Year-end value 239.6 3144 376.4 4241 478.5 553.1 685.0 7222 802.1 870.4
Sum of the above-
Change in holdings 85.1 67.6 166.1 211.0 277.7 209.1 394.5 114.2 148.1 358.0
Quantity change 64.5 109.0 215.0 247.2 2104 246.5 437.6 102.2 157.9 362.5
Price Change 206 414 -48.9 -36.3 67.3 374 -43.1 12.0 9.8 46
Year-end value 1,233.0 1,3005 14666 16776 19553 21644 25588 26731 28212 3,179.2
Other Currencies
Change in holdings -1.4 46 9.0 26 22 5.3 84 12.3 28.7 58.7
Year-end value 16.0 20.5 295 321 34.3 396 48.0 60.3 89.0 147.7
Unallocated
Reserves
Change in holdings 61.2 68.1 89.5 164.3 329.1 253.9 346.1 397.9 266.0 388.1
Year-end value 382.0 450.2 539.6 7039 1,033.1 1,287.0 1,633.0 2,031.0 2297.0 2,685.1
Total official
holdings
Change in holdings 144.8 1403 264.6 377.9 609.0 468.3 748.9 524.5 442.8 804.8
Year-end value 1631.0 17712 2,0358 24136 3,0226 34909 42398 47643 52071 6,012.0

(M) IMF, Annual Report 2011, Appendix p. 5.
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3% MRLEEOIE IR MY (200545 1)

B2\ & 1985 1990 1995 2000 2005 2009 2010 2&?&;?; 2;019;*'?5
ADVANCED ECONOMIES
USA 134.2 94.2 91.2 107.8 100.0 95.3 916 46 A 38
Canada 110.6 1118 88.0 82.3 100.0 96.9 105.3 A 38 8.8
Australia 96.9 97.2 84.0 80.3 100.0 100.8 1153 A 25 144
Japan 824 96.2 136.3 126.2 100.0 101.5 102.7 12.7 1.2
New Zealand 76.2 874 88.5 73.0 100.0 86.4 94.2 A 6.1 9.0
Austria 876 93.7 107.3 95.0 100.0 101.5 98.7 0.8 A 27
Belgium 90.9 97.6 106.8 918 100.0 104.3 101.0 04 A 31
Denmark 840 95.1 99.9 925 100.0 105.6 102.0 2.9 A 34
Finland 116.9 132.1 111.0 95.7 100.0 103.9 98.2 1.0 A 54
France 97.6 101.3 106.6 92.7 100.0 101.9 98.7 0.2 A 31
Germany 1124 120.3 115.4 94.3 100.0 102.3 97.3 0.7 A 49
Greece 78.6 825 93.9 88.1 100.0 106.9 106.7 1.4 A 0.1
Iceland 86.4 88.0 799 87.3 100.0 62.3 65.4 A 192 5.0
Ireland 90.2 94.2 89.8 81.1 100.0 107.4 100.2 A48 A 67
Italy 949 110.8 86.9 90.2 100.0 103.2 994 1.2 A 37
Luxembourg 95.7 97.0 105.2 94.0 100.0 104.5 101.8 1.0 A 26
Netherlands 89.0 91.6 101.5 88.8 100.0 102.8 99.0 20 A 37
Norway 979 99.2 95.3 90.1 100.0 978 102.7 A 26 5.0
Portugal 735 80.2 939 90.3 100.0 102.1 999 A 05 A 22
Spain 79.8 104.4 935 88.8 100.0 106.2 103.7 0.1 A 24
Sweden 117.2 126.9 110.4 103.3 100.0 89.5 95.8 A 95 7.1
Switzerland 87.1 95.4 1115 96.1 100.0 101.6 107.5 38 5.8
UK. 83.5 87.0 76.3 98.7 100.0 80.9 83.8 A 122 3.6
EMER.& DEVELOP. ECO.
DEVELOPING ASIA
China 199.0 116.0 92.1 108.5 100.0 1194 119.0 35 A 04
Malaysia 184.6 126.3 129.2 105.6 100.0 103.3 108.9 A 27 54
Pakistan 196.3 1229 1175 106.7 100.0 98.6 103.7 0.9 5.1
Philippines 154.4 108.8 130.7 108.6 100.0 1213 126.8 A 25 45
Singapore 1174 101.7 115.3 109.0 100.0 108.0 111.7 0.3 34
() IMF, International Financial Statistics, 201 14F- 4 J 5 X 0 VEi.
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104E K 563.5 312.0 251.5 52. 5%

oA 094E K 554. 8 288. 6 266. 2 56. 5%
A Es | 108K 333.0 187.0 146.0 44. 9%
FA 108EK 696. 4 582.2 114.2 42. 1%
AL R 104E3R 267.6 203. 1 64.5 136. 1%
&5 104K 235.0 178.5 56. 5 308. 6%
= 094K 102. 1 91.2 10.9 9. 1%
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E5#  HRKEOIMEENE (2 k<)

(19 : 10075 KIL)
2‘03 2:0’& =] 19854 19904 19954 20004 20054 20094 20104 20&8;0;$ 20;9;&1
WORLD 406,154 840,212 1,365,530 1,975,857 4,353,563 8,491,924 9,461,548 1,129,873 1,099,284
(%) 141 146 175 181 184 177 142 177 142
1 1 | China 12,728 29,586 75,377 168,278 821,514 2,416,040 2,866,080 466,780 450,040
2 2§ Japan 26,719 78,501 183,250 354,902 834,275 1,022,240 1,061,490 12,880 39,250
3 4 | Saudi Arabia 25,004 11,668 8,622 19,586 155,029 409,694 444722 A 32,555 35,028
4 3 ] Russia na. na. 14,383 24,264 175,891 416,649 443,586 4,899 26,937
5 5 | Taiwan na. na. n.a. 106,742 253,290 348,198 382,005 56,491 33,807
6 6 | Korea 2,869 14,793 32,678 96,131 210317 269,933 291,491 68,789 21,558
7 9 | Brazil 10,605 7441 49,708 32,434 53,245 237,364 287,056 44,520 49,692
8 7 | India 6,420 1,521 17,922 37.902 131,924 265,182 215,277 17,763 10,095
9 8 | Hong Kong na. 24,568 55,398 107,542 124,244 255,768 268,637 73,299 12,869
10 1 10 | Singapore 12,847 27,790 68,816 80,170 116,172 187,803 225,715 13,610 37.912
11§ 16 | Switzerland 18,016 29,223 36413 32,272 36,297 98,199 223481 53,139 125,282
12 } 12 | Thailand 2,190 13,305 35,982 32,016 50,691 135,483 167,530 26,822 32,047
13 § 11 | Algeria 2819 725 2,005 12,024 56,303 149,041 162,614 5,798 13,573
14 1 13 JUSA 32,096 72,258 74,782 56,600 54,084 119,719 121,392 §3,112 1,673
15 1 14 | Mexico 4,906 9,863 16,847 35,509 74,054 99,589 120,264 4,463 20,675
16 17 ) Malaysia 4912 9,754 23,774 28,330 69,858 95,432 104,857 4,283 9,425
17 § 15 | Libya 5,904 5,839 na. 12,461 39,508 98,725 99,645 6412 920
18 § 21 | Indonesia 4974 7.459 13,708 28,502 33,141 63,563 92,908 13,967 20,345
19 + 18 | Poland 870 4,492 14774 26,562 40,864 75,923 88,822 16,618 12,899
20 ¢ 20 § Turkey 1,056 6,050 12,442 22,488 50,579 70,874 80,713 446 9,839
21 | 19 |} Denmark 5429 10,591 11,016 15,108 32,930 74,291 73,503 33,825 A 788
22 22 | lsrael 3,680 6,275 8,119 23,281 28,059 60,611 70,807 18,098 10,296
23 § 24 JUK 12,859 35,854 42,016 38,774 38,467 55,702 68,345 11,354 12,642
24 1 23 |} Germany 44,380 67,902 85,005 56,891 45,140 59,925 62,295 16,788 2370
25 25 | Canada 2,503 17,845 15,049 32,102 32,962 54,238 56,998 10,460 2,760
26 § 27 | France 26,589 36,778 26,853 37,039 21,753 46,634 55,800 13,016 9,167
27 | 37 | Philippines 615 924 6,396 13,090 15,926 38,783 65,363 5,590 16,580
28 26 J Norway 13917 15,332 22,518 217,597 46,986 48,859 52,860 A 2,091 4,000
29 1 31 jlraq na. na. na. n.a. 12,104 44,128 50,377 A 5810 6,250
30 ! 28 | Argentina 3273 4,592 14,288 25,147 27,179 46,093 49,734 1,238 3,641

(HFE) IMPF, International Financial Statistics, 19954 Sept., 20004£ Sept., 20114F Sept. & ) 1E
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Turmoil in the International Currency System and
International Financial Risk Management

Toshinori Arima

In this thesis, I will analyze the situation in which, since the end of the convertibility of the
US dollar into gold in August 1971 and the introduction of the floating exchange rate system
in February 1973, the United States’ current account deficit and fiscal deficit have been on a
rising trend. I will also point out that the US monetary and fiscal policies, which have placed
priority on the domestic economy for decades, have been nearly stretched to their limits both
domestically and internationally, especially after the financial crisis triggered by the collapse
of Lehman Brothers in September 2008.

I will also discuss the ongoing crisis in the 27-member European Union. Of the 17 countries
that use the single currency, the debt crisis in the GIIPS (Greece, Italy, Ireland, Portugal and
Spain), most notably Greece, is shaking the foundation of the euro, the currency that has
been hailed as the second-most prominent international currency after the dollar. I will also
look into the possibility that, in the worst case, the situation could spiral into an international
financial crisis that may exceed the Lehman shock in scale.

I will then take a look at endeavors for international financial risk management in Japan, the
United States and Europe with a view to forestalling a fiscal and financial crisis, and discuss
ways to contain turmoil in the current international currency system and construct a more
stable worldwide system.

In this context, to gain an understanding of the dollar’ s current standing as a reserve
currency, I will analyze the shares of global currencies in governmental foreign exchange
reserves in three regional categories—all countries, advanced economies and emerging/
developing economies—based on data from the IMF Annual Report 2011. I will also look
into historical changes in the Special Drawing Rights, because they play an important role in
conducting analytical calculations.

Additionally, I will examine the historical movements of real effective exchange rates for
the dollar, euro, yen and yuan, policy rates in major countries, historical changes in the US
current account deficit, and historical movements in the bilateral exchange rates between the
yen and the dollar, the yen and the euro, and the euro and the dollar. In doing so, I will also
look into the history of the yen' s appreciation and factors behind the current strength of
the Japanese currency, which is hovering near its record high.

Finally, based on these analyses, I will discuss international financial risk management with
a view to containing turbulence in the international currency system, and expound on how

such a system should ideally be managed.






