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Internationalization of the Yen
——against the Background of the Introduction of the
Euro and the Asian Currency Crises —

Chul SHIM

Summary

The promotion of the internationalization of the yen has re-emerged
as a vital issue against the background of the introduction of the euro,
the Asian Currency Crises and progress of the Big Bang. According to
the Ministry of Finance, it is most realistic to begin with efforts aimed
at boosting the use of the yen in Asia which shares very strong eco-
nomic ties with Japan. One of the options for Asian countries would be
to establish a system which stabilizes Asian currency exchange rates
against a currency basket containing the dollar, yen, euro, and other
currencies, each being assigned a weight in light of trade and other
economic factors. In this system, it would be desirable that the correla-
tion between the Asian currencies and the yen be strengthened.

The purpose of the paper is to examine the current international
status of the yen and to provide the future perspective on the interna-
tionalization of the yen. In the paper, contrary to the views expressed
by the Ministry of Finance, we conclude, by showing how sunk cost
matters to avoid the risks and costs associated with the choice of
currency, that the need to internationalize the yen is not so big as the

Ministry of Finance insists.






