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The G10 and Reform of the Global Reserves System in the 1960s

University of Glasgow Catherine Schenk

During the 1960s and early 1970s the G10 group of countries identified through
the IMF General Agreements to Borrow led the process of reforming the international
monetary system, and in particular the global reserves system. This involved
managing the decline of sterling as a reserve currency so as to avoid precipitating a
systemic crisis that would end the Bretton Woods pegged exchange rate system as well
as devising ways to replace the use of national currencies (in particular the US dollar)
as international reserve currencies. Although the intensive and prolonged
discussions of this decade did not replace reserve currencies, the current financial
crisis has refreshed interest in this issue. During the 2000s several countries
accumulated large precautionary currency reserves mainly denominated in US dollars.
The likelihood that this will be emulated by other countries in the wake of the current
crisis has thrown the sustainability of the current global reserves system into question.

This paper explores the management of the retirement of a major reserve
currency and why the proposals of the 1960s to replace national currencies failed in

order to give perspective on similar proposals under discussion today.
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The Ascendency of Asia.
Japan and China in the International Financial System

Bank for International Settlements Piet Clement

The integration of the newly developed economies in the international financial
system, that has long been dominated by Europe and the USA, has been a theme for at
least the past half century. Historically, there seems to be an important lag between a
country acquiring the economic and financial weight that makes it 'systemically
important’, and the translation of that weight into direct influence in the international
financial and monetary arena - a place at the table. Japan and China provide two
interesting models of this process of global integration. In fact, in the field of
international monetary cooperation, Japan's integration took place over a long period
of time in stages: most importantly the 1890s, 1920s, 1960s and 1990s, while China's
ascendency has been more rapid and continuous from the 1980s onward.

This contribution will look in particular at the role both Japan and China have
played in international central bank cooperation, mainly through the BIS; and, at a
very general level, how they have been able to influence international central bank
cooperation and have been influenced by it. The focus will be on the 1960s (Japan) and

1980s-2000s (China).



18

0.430

0.434

DEA

0.112

0.777



19

Russell

Russell

2007

Russell

Russell

Data Envelopment Analysis (DEA)

DEA
DEA
CCR
DEA
CCR
Russell
Russell CCR
3
Russell
Tobit Russell CCR
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Boone (2008, Journal of Institutional and Theoretical Economics 164,

587-611)

Keywords: ; ; ; Boone Indicator
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Regional (very narrow) money-output relationship:
panel cointegration and structural breaks

This paper empirically studies the relationship between money and output
using Japanese regional (prefectural) data from 1990 to 2005. Taking account of
multiple breaks in the panel cointegration framework, we provide evidence of an
unstable relationship and point out potential breakpoints which coincide with some
historic events. However, these breaks are not the cause of the breakdown of this
relationship since even when these breaks are considered, no evidence of cointegration
is obtained from the panel data. Therefore, the standard model seems to be misspecified.
Indeed, when this simple relationship is extended to include both wealth and other
prefecture-specific factors, the model is found to be cointegrated. Finally, while our
results are sensitive to the model specification, income elasticity stays between zero and

one, and interestingly, industrial prefectures seem to raise the level of income elasticity.

JEL Classification: E41

Keywords: Money demand, panel cointegration, structural breaks
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Individual Stock Returns and Monetary Policy:
Evidence from Japanese Data
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Lai Thi Phuong Nhung
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[1]Biger, Nahum, Nam V. Nguyen, Quyen X. Hoang (2008) “The determinants of capital structure:
Evidence from Vietnam, ” International Finance Review, Volume 8, pp.307-326
[2]Nguyen, Tran Dinh Khoi. (2006) “Capital structure in small and medium-sized enterprises: the

case of Vietnam, ” ASEAN Economic Bulletin, Vol. 23, No.2, pp.192-211
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