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An Economic Analysis of Trade Clearing in RM B
between China and ASEAN

Li Sheorong and Li Sguang
(School of Ecoromics, Peking University)

Abgract : This pgoer condructs a trade modd of three entities to invedigate the potentid welfare efect of the forthcoming currency
union between China and ASEAN on the world’ s main ecoromiesfrom the pergoective of reducing trading cogs. Through andys's,
we come to the folloning conclusons: Frdly , the currency union between China and ASEAN will improve the welfare of the main
ecoromies in the world; Secondly , ASEAN will experience a larger decline in trading loss and a higher growth in output owing to
its lower overal techrology leve ; What’ s nore, enploying RVB in trade clearing between China and ASEAN is a Pareto
improvement , because it satigies the generd principle of incentive corpdtibility for the main ecoromies; Lagly , the superiority of
the currency union liesin its geogrgohic advantages and the dmilar production techrolog es employed by China and ASEAN.
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