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Global Imbalances and Reform of the International

Monetary System

Shoichi KUSANO

This year marks the fortieth year since the shift to the floating exchange
rate system. Under this system exchange rates may be far removed from
economic realities, and at times they may fluctuate wildly. The floating
exchange rate system has also been in the background of many economic and
financial crises. A more stable international monetary system has long been
sought, but so far none has been realized. In the 2000s, international current
account imbalances entered a new phase. Imbalances have moved from being
a bilateral problem or a problem among developed countries, to being a
problem involving the entire world. We have entered a time of global
imbalances. Discussion about reform of the international monetary system is
again on the rise. Japan is the greatest victim of the floating exchange rate
system, and is also the world’s largest creditor nation. This paper will
consider what is critically necessary in order to take the initiative in currency

system reform.
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