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Abstract

To measure and discuss the degree of internationalization and the influencing factors of the selected major currencies, based on the
three functions of international currencies, this paper analyzes the prerequisite requirements of currency internationalization from
the perspectives of the three functions of currency as an exchange medium, a unit of account, and a store of value, and employs
the principal component analysis method to quantify the degree of internationalization of five major currencies in the world: the
US dollar, the British pound, the Japanese yen, the euro, and the RMB. The quantitative results indicate that the degree of RMB
internationalization is not high, but it has gradually risen in recent years. To explore the impact of domestic fundamental factors
on the internationalization of a country’s currency, four domestic fundamental variables, including the CPI growth rate, the stock
turnover ratio, the GDP ratio, and the export volume ratio, were introduced to affect the internationalization of the RMB. The unit
root test was conducted, and then the ordinary least square method was utilized to construct a multiple linear regression model for
analysis. Meanwhile, after controlling for the individual effect and the fixed effect, the empirical results reveal that the share of stock
turnover and the share of GDP are conducive to promoting the internationalization of the RMB.
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