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Analysis of Currency Internationalization in the Background of Digital Currency:
Basic Facts, Model Settings and Simulations
ZHANG Jingsi' LI Feng®
(1.Green Development Strategy Institute of Western China » Guizhou University of Finance and Economics ,
Guiyang 550025, China ;2.Business School s Nanjfang College Guangzhou sGuangzhou 510970, China)

Abstract: Based on the digital characteristics of international currency competition, this paper
creates a function between currency digitization and currency internationalization, then constructs a
two-country model of international currency competition and simulates the competition and coopera-
tion between CBDC and cryptocurrency. We find that:the potential level of network externalities of a
digital currency is the main factor that determines its internationalization benefits. The ability to im-
prove the level of currency digitization will constitute a first-mover advantage in digital currency in-
ternationalization, but it cannot be maintained in the long term or even negative . Therefore, the
function expansion of digital currency cannot be achieved overnight, reducing the risk of currency
digitization and using currency digitization to promote currency internationalization prudently will
be a wise choice.In addition, central bank digital currencies pegged to strong international currencies
will have an absolute advantage in the competition with private cryptocurrencies,while weak CBDC
will face fierce competition from cryptocurrencies or even be replaced.

Key words: Digital Currency; International Currency Competition; Currency Internationalization;

Model Settings;Simulation
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