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International Currency

Hitoshi KOJIMA

Since the conversion of the dollar into gold was suspended in 1971,
the United States would not guarantee the link of one unit of the
dollar with certain volume of gold. We formerly believed that the
convertibility of the dollar was the only reason why dollar bills of
exchange could be international currencies. Now we must explain
the reason by another cause. In this paper this new—although not
literally new—explaination is discussed.

(1) Before I talk about the foreign bills of exchange, the position of
gold must be discussed. The conclusion in chapter 2 is that gold now
maintains just the role of the measure of value.

{2) In chapter 3 I discuss where are errors in the doctrines which
have treated the concept of ‘international currency’. The main fault
in the old doctrines is they neglect the foreign exchange rate.

(3} In chapter 4 I examine the doctrine about the foreign bills of
exchange and form the independent judgement about this problem.
Buy and sell of foreign bills of exchange is certainly the mutual
conversion of home bills and foreign bills. But on the whole of the
society it also means the mutual conversion of trade hills and bank
hills. When the exchange rate becomes a national one, the bank
credit is the absolute necessity in this course. A foreign bill of
exchange which will be an international currency must be a bank hill
that a foreign exchange bank issued.

(4) Any tradesmen cannot have dealings with foreign bills of
exchange without the assistance of exchange banks. In chapter 51
compare exchange banks and home banks and pick up the business
teatures of the former, The main features of exchange banks are as
follows ;
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They have their foreign currency reserves abroad.

2. Their special way of business is dealings in either side of par, e.
g. the hedge against possible losses in future rates on their
balances held in foreign currencies.

3. They convert home bills to foreign bills and to the contrary.

(5) When we talk about the basic character of foreign exchange

banks, we have to neglect the international differences of money

rates. In fact, in chapter 5, 1 exclude this factor from the problem.

But in chapter 6 I explain the way in which exchange banks cope with

this factor.
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