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Abstract

Among the most crucial issues, currency internationalization cannot be ignored. Analyzing the in-
fluencing factors of currency internationalization is of great significance in promoting the process
of currency internationalization. In this paper, currency internationalization is divided into three
regimes by cluster analysis: germination stage, development stage and maturity stage. We further
explore the determinants of currency internationalization in each stage by using FGLS panel re-
gressions. The research shows that the higher the degree of currency internationalization, the
more attention should be paid to economic strength; Maintaining a trade deficit is more conducive
to currency internationalization; Capital account opening can promote the three stages, and the
degree increases in turn; Maintaining the stability of the financial market is conducive to the in-
ternationalization of currency in the periods of development and maturity; The inflation rate should
be controlled in the germination stage, while in the development and mature stage, the inflation
rate is regarded as a normal phenomenon of the change of the value of the currency; The appro-
priate fluctuation of exchange rate in the germination and development stage is conducive to cur-
rency internationalization, and the exchange rate should remain stable in the mature stage; Net-
work externality can promote the three stages. Combined with the research conclusions, this pa-
per puts forward policy suggestions on RMB internationalization.
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Figure 1. The dendrogram of Ward’s method for hierar-
chical clustering of 16 currencies
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Table 1. The division results of germination, development and maturity periods of currency internationalization
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Table 2. The importance of components
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Table 3. Loadings
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Table 4. The measurement indexes of variables and their data sources
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Table 5. The empirical results of the factors influencing the germination, de-
velopment and maturity periods of currency internationalization
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A curinl curin2 curin3

d 0.013" 0.026™" 0.871™
gdp (1.86) (3.34) (10.56)
ox -0.002™ -0.033™" -0.102""

P (-2.40) (—6.56) (-2.58)
- 0.002 0.026™" 0.034
P (1.63) (6.45) (0.90)

i 0.006™" 0.061™" 0.534™"
P (4.68) (4.19) (9.38)

fin -0.000 -0.003"™" -0.107"™
(-0.64) (-2.63) (-8.01)
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Prob > chi2 0.0000 0.0000 0.0000
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Table 6. The results of robustness test

6. REMREER
TemE bRl TemE bRt UIHES N

CEE R R
A curinl curin2 curin3
q 0.031 0.014 0.775™"
gdp (1.34) (0.63) (13.86)
ox ~0.003" -0.033"" -0.193""
P (-1.94) (-8.26) (-7.72)
im 0.001 0.029™" 0.089""
P (0.52) (9.52) (3.48)
. 0.019™ 0.045™" 0.550™"
P (5.57) (2.89) (17.14)
fin -0.001™" -0.006™" -0.104™"
(-2.64) (-5.68) (-10.76)
inf -0.004" -0.062™" -0.016
(-1.80) (-3.48) (—0.47)
exch -0.005™" 0.041™" -0.228"™"
(=3.65) (3.09) (-9.76)
back 0.584™" 0.819™ 0.830™"
(8.86) (18.09) (56.55)
Constant 0.423™ 1.696"" 13596
(6.40) (7.39) (11.45)
Wald chi2 1169.41 4071.90 926272.58
Prob > chi2 0.0000 0.0000 0.0000
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