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00000000 Despite the monetary policy of quantitative
easing by Japan for years, the international financial market has never
been vigorously shocked because of it. In contrast, immediately after
the Federal Reserve announced its second round of quantitative
easing (QE2), global stock market witnessed an all-round upsurge,
gold and most bulk commodities soared in price, the exchange rate
of the U.S. dollar plunged while the other currencies appreciated.
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[J Asthe domestic monetary policy of the United States, how did
QE2 manage to invoke such a radical turmoil? U [0 ,QE200 O U I
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matter of fact, the scale of QE2, accounting for about 3% of America
' s GDP this year, is smaller not only than QE1, but also than China
' s 4 trillion yuan (which made up 14% of its GDP in 2008) financial
bail-out. Compared with the hot money of several trillion U.S.



dollars flowing fast in the international financial market, QE2 is not
worth mentioning. 0 O ,QE20 O 0 0O0O0O0O0OOO0OO
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JO00000000000000 Actually, the reactions of the
international market after the release of QE2 don’ t originate in the
targets of the policy (generally, to boost investment of enterprises
and consumption of individuals through establishing a whole
environment with low interest rate in the way of lowering the
long-term interest rate by buying bonds), other than in the
international monetary system with the U.S. dollar as the standard,
which took shape after the collapse of U.S. dollar-based Bretton
WoodsSystem. 1 O 00000, 000000000000~0
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With gold as the standard and the currency anchor of the entire
International monetary system, certain price ratios existed among
currencies of different countries and commodities through trade.
Therefore, the expansion and issuance of the U.S. dollar was under
considerable constraints, and could not just satisfy the will of
America. 1 O 000000000, 00dooooodna
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DO000000000000000 Oncethe U.S. dollar was
transformed into the standard, the world economy, to some extent,
was kidnapped by the United States, because the U.S. dollar is not
only a credit currency backed by America’ s sovereignty, but also
functions as a world currency. After the break-away from the gold
standard system, the issuance amount of the U.S. dollar depends on
the demands of America’ s interests and the monetary policy of the
Fed, rather than on the supply-demand relations of the U.S. dollar in
the international market. As a result, the monetary policy of the Fed
also applies to the international financial market, and therefore, any
change of the former may exert tremendous shocks to the latter. As
another result, theoretically, the United States can maintain the
international balance of payment by adjusting the exchange rate,
while other countries can achieve the external balance by adjusting
the exchange rate between their own currencies and the U.S. dollar,
according to the needs of their interests. [ [1 [0 O LI #0000ff>0 [
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