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An Empirical Analysis on Influential Factors and Mechanism of

Currency Internationalization

Abstract: Basing on an overall measuring the degree of currency internationalization in
accordance with three functions of international currency, we estimate determinants of currency
internationalization by adopting GMM method. After that Bootstrap Granger Causality Test is
used to explore the mechanisms of interaction between currency internationalization and its
determinants. We find that the upgrade of currency internationalization relies heavily on the
exertion of a certain function in a specific phase and the policies in each phase should be different.
Currency internationalization has great causality relation with its determinants. Domestic
economic factors can be more dramatically influenced by leading currencies. In the long term the
internationalization of Renminbi will make a significant contribution to domestic financial market
and economic growth.
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