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Abstract 
In this paper, through the investigation of relevant information about the international 
status of the U.S. dollar before the epidemic, the impact of the epidemic on the 
international status of the U.S. dollar, as well as the trend of the U.S. dollar's status after 
the epidemic, we also considered the changes of other currencies: including RMB, Euro, 
yen and other currencies. 
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1. Introduction 

By consulting and analyzing the relevant data, we can get a further understanding of the status 
of the US dollar, so as to help us analyze the impact of the epidemic on the US dollar. 

2. The internal and external support of American debt economy 

2.1. The dominate position of dollar in international monetary system 
After the collapse of the Bretton Woods system, the U.S. dollar's international monetary status 
has been affected to a certain extent, but it still occupies a dominant position in the international 
monetary system. In August 1971, in order to restore full employment and maintain the current 
account balance, US President Nixon announced that the US dollar was decoupled from gold, 
which led to the collapse of the Bretton Woods system [1]. After the collapse of the Bretton 
Woods system, the Jamaican system began to form. The Jamaica agreement abandons the 
"double pegged" exchange rate system, recognizes the legalization of the floating exchange rate 
system, and weakening the international status of the US dollar. However, the Jamaica 
agreement is only a reform of the Bretton Woods system, and has not fundamentally changed 
the nature of the international monetary system [2]. The transition from Bretton Woods system 
to Jamaica system is actually a process from "dollar gold standard" to "quasi dollar standard" 
or even "dollar standard". 
 

 
Figure 1. The transfer of dollars 
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The dollar standard did not change the asymmetry under the Bretton Woods system, with the 
US still at the center and other countries on the edge. US became a "financial nation", enjoying 
global financial hegemony, while other countries became "trading nations" [3]. Under this 
pattern, US has shifted its focus to the financial sector, developed the virtual economy, 
experienced major changes in its industrial structure and form a highly developed financial 
market. Other "trading nations", mainly East Asia and particularly China, have developed. 
As show in figure 1, since the issuance of dollar is not restricted, and thanks to its wide 
acceptance.US can purchase commodities from other countries simply by printing money 
(outflow of dollar). Other countries use their dollar reserve to purchase various financial assets 
from US (inflow of dollar) in consideration of asset security and return rate, forming a backflow 
of US dollars, which then finance the budget deficit thus drives economic growth. 
The dominate position of dollar is the basis to keep this model of circulation of dollar to work 
effectivity, in other words, the dollars standard the foundation of the US debt economy. 

2.2. Supported by trade surplus countries 
Countries with trade surplus export commodities and provide capital inflow to the US. 
The reason why the US debt economy can last for many years depends on the support of trade 
surplus countries. Trade surplus countries with large foreign exchange reserves have become 
"hostages" of the United States. In order to keep their US dollar reserves from devaluing, they 
must purchase a large amount of US Treasury bonds and other financial assets which then 
provide continuous capital inflow for the US economy [4]. 
 

 
Figure 2. www.statista.com for major foreign holders of US. Treasury securities as of March 

2020. 
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Large surplus on US financial account effectively offset the current account deficit, making 
capital inflow provides a lot of financing for the current account deficit, on the other hand, it 
reduces the cost of borrowing by lowering the level of interest rates together with QE.As show 
in figure 2, the countries that provide capital for the United States are mainly East Asian 
countries, oil exporting countries, this year is importing large number of ventilators from China 
which further enlarge the deficit. 
Developing economies such as China, Brazil, India, oil exporting countries and Caribbean 
countries are the main external holders of US Treasury bonds which together accounts for more 
than 30%. It is the existence of these economies that enables the long-term operation of the US 
debt economy. As a result, Americans can continue to consume foreign products and finance 
their deficit through borrowing from surplus countries, and the only thing the US needs to do 
is print money. 

3. The definition of debt sustainability 

3.1. The understanding of sustainable government debt 
How economists define debt sustainability: 
“If a country can borrow from abroad without limit, then the external deficit is sustainable.” 
- Oscar Bajo Rubio (2011) 
“A sustainable current account would neither change domestic economic behavior, such as 
savings and investment, nor cause changes in interest rates and exchange rates through the 
reallocation of international securities assets.” 
-Mussa (2002) 
How we define sustainability in this article: 
There will be no significant adjustment of external positions in the short term. Adjustment 
refers to some important economic variables (such as interest rate, exchange rate, etc.), which 
can then change the state of external equilibrium. 
In the long run, debtor countries can borrow from rest of the world continuously (FA surplus, 
CA deficit). 

3.2. The understanding of unsustainable government debt 
When a country's current account deficit accounts for a large proportion of GDP, foreign 
investors may worry about the safety of their assets. If the deficit continues to expand, they may 
sell some of them, which will lead to an increase in interest rates and pressure on the exchange 
rate to depreciate. When a country's currency depreciates, the price of the country's export will 
fall, thus the current account deficit can be easily reserved, and the debt economy will not be 
sustainable [5]. 
However, if a country has strong economic development, even if there is a huge current account 
deficit, it is not necessarily unsustainable. 

4. Analysis of the sustainability of US government debt 

4.1. The international status of the dollar Factors undermining the 
international status of dollar during the pandemic 

4.1.1. The Revived Bretton Woods system cannot be sustained. 
After World War II, the world economic structure gradually evolved into a so-called Revived 
Bretton Woods system (Garber, Dooley and Folkerts Landau, 2003). Under this system, the 
international economic order is divided into three major economic areas: one core area - the 
United States; one trade account area - Asia; and one capital account area - Europe. But what 
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these three regions have formed is an unprecedented economic interdependence, rather than 
the relationship between leading and being dominated. In my opinion the Revived Bretton 
Woods system is also unstable, there are number of reasons for this. 
Frist, Triffin's dilemma cannot be eliminated. Most economist think that the failure to solve the 
Triffin dilemma is the cause of the collapse of the Bretton Woods system. In today's Revived 
Bretton Woods system, the US dollar is still in the center. Although the US dollar can no longer 
be freely exchanged for gold, in order to meet the demand for us dollar in international 
economic and trade exchanges, the United States must maintain a trade deficit or outflow of US 
dollars. When the U.S. balance of payments deficit reaches a certain degree, the international 
community's confidence in the US dollar will be shaken, so a large number of US dollar assets 
will be sold, resulting in the depreciation of the US dollar. On the contrary, if the United States 
is to maintain its balance of payments, the demand for us dollars in the world will not be met, 
which will lead to worldwide deflation. It has been decades since the collapse of the Bretton 
Woods system, and the US dollar still cannot get out of this predicament [6]. In 2005, the current 
account deficit accounted for 5.9% of GDP, and in 2006, it reached 6.0%, and then evolved into 
the subprime mortgage crisis in 2007. Now the pandemic further shakes the confidence of 
international investors, leading to the decline of the international status of the dollar, so the 
revived Bretton Woods system will eventually be unsustainable, thus the debt economy model 
of "CA deficit + FA surplus" is difficult to sustain for a long time [7]. 
4.1.2. Spillover effect (QE) 
On April 16, the Federal Reserve cut interest rates by 100 basis points, then lowered the target 
range of the federal funds rate to 0% to 0.25%. At the same time, it announced that it would 
launch a $700 billion QE program. and said that it would purchase the necessary scale of 
treasury bonds and institutional mortgage Loan backed securities are used to support the 
operation of the market and the effective transmission of monetary policy. Although these 
stimulus measures eased the liquidity problem of the dollar to some extent, they also brought 
potential threat to other economies. 
 

 
Figure 3. www.statista.com for size of the federal reserve’s balance sheet quantitative easing 

measures were introduced from March to June 2020. 
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Potential threat brought by QE and other stimulus measures: 
As show in figure 3, firstly, it slows down the global economic recovery in the long term. A large 
amount of liquidity injected into the market will lead to the depreciation of the US dollar, and 
the “liquidity spillover” may lead to the subsequent appreciation of other countries‘ currencies, 
which will hit the export-oriented countries, some of them may have no choice but to issue 
excess domestic currency in order to hedge the liquidity spillover, which may lead to serious 
import inflation, and damage the credit of dollar. Although spending lavishly is necessary for 
the demand to recover, but covid-19 is an extraordinary circumstance which the. employment 
will not fully recover without a vaccine, so the demand will remain tepid since people are in 
quarantine and they are likely to spend less, as a result, the costs of spending ruthlessly are 
likely to outweigh the benefits brought to different economies. 
Second, as show in the figure 4, due to the consideration of financial risk prevention, some 
countries start to accelerate the process of "de dollarization". Recently, in Cambodia there has 
been an increase in call for “de dollarization” and use their own currency Riel again since 
Cambodia's central bank has been unable to carry out expansionary policies to support 
domestic enterprises. 
 

 
Figure 4. The process of de-dollarization. 

 
4.1.3. The trend of de-dollarization (reduce the exposure to dollar) might accelerate. 
The Federal Reserve chose to deploy unconventional monetary policy. QE is urgently needed to 
alleviate the liquidity risk in the short term, but in the long run, it transfers the risk to rest of 
the world, especially for the country which its currency is linked to dollar. Some are already 
overburdened. In the post epidemic era, it is likely to lead to global liquidity spillover, form 
asset bubbles, which will then affect confidence in the dollar standard regime and accelerate 
the global trend of "de dollarization". 
Considering the economic, financial and geopolitical factors, Russia, Iran, Venezuela and other 
countries have reduced the proportion of dollar in their foreign exchange reserves and 
implemented diversified international reserve investment policies. Russia has accelerated the 
process of "de dollarization" since it has experienced US sanctions in 2014 and 2018. 
According to the data of Russia's central bank, the proportion of US dollar in its foreign 
exchange reserves has rapidly decreased from 43.7% in March 2018 to 23.6% in March 2019. 
At the same time, Iran, Venezuela and other countries have officially used RMB and other 
currencies as the main foreign exchange currencies, gradually get rid of the dependence on the 
US dollar. 
4.1.4. The collapsing oil prices. 
As show in the figure 5 and 6, the global economic activities have been greatly affected by the 
pandemic, which directly leads to a significant reduction in oil demand. Due to geopolitical 
reasons, Russia, a big oil exporting country, and Saudi Arabia initiate a price war in order to 
seize the market, leading to the global oil price diving from more than $60 / barrel at the 
beginning of the year to $20 / barrel at the end of March. Global oil prices continued to fall 
sharply in April, and the US WTI crude oil price even set a negative price for the first time in 
history. Even oil exporting countries already started to reduce its production, the oil price is 
still far below the pre- pandemic level. 
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Figure 5. www.statista.com for weekly brent, OPEC basket, and Wit crude oil prices in 2019. 

 

 
Figure 6. The way for undermining the international status of dollar. 

 
Due to the existence of petrol dollar system, other countries must hold a large amount of US 
dollars as foreign exchange reserves. Therefore, the sharp drop of oil prices will greatly reduce 
the use of US dollars in the world. As the virus still rages, the global demand for oil will remain 
tepid. When global oil supply exceeds demand, it is very likely to form a buyer's market. Once 
the buyer's market is formed, the buyer will have greater bargaining power and discourse 
power, which may lead to the situation of using local currency instead of US dollar to carry out 
oil trade. This will have a huge impact on the petrol dollar system, and the global hegemony of 
the US dollar will inevitably be affected. 

4.2. The economic performance of large fiscal deficit 
The Federal Reserve will use a variety of tools to support the U.S. Since March, the Fed has 
injected liquidity into the market through QE, and has provided loans to businesses, Due to the 
launch of these stimulus programs, the US budget deficit in April reached a record $738 billion. 
According to a report released by the U.S. Treasury on the 12th, the federal government spent 
$980 billion in April, 2.5 times that of April last year, while revenue was only $242 billion, down 
55% year-on-year. 
As show in the figure7, the budget deficit can normally be reduced in two ways, raise taxes and 
spending cuts, both ways are not possible to achieve during the pandemic and even after that. 
Apart from the stimulus activity, people may want more on spend on healthcare and pensions, 
also large amount of money will go into unemployment insurance. In the past ten weeks, more 
than 40 million Americans have applied for unemployment benefits, which is a huge amount of 
spending, government’s revenue in income taxes will decrease subsequently [8]. Nancy Vanden 
Houten, an economist at the Oxford Institute for economic research, said in a report that 
although the US federal deficit in May fell from last month, it was still at an all-time high. Taking 
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into account that the U.S. Congress will continue to launch stimulus plans, the size of the U.S. 
federal deficit is expected to reach $3.1 trillion this fiscal year. Moreover, people may want 
government to spend more on healthcare in the coming decades, which also increase the 
burden of debt. 
There are many difficulties in raising taxes, mainly because the US economy is in the process of 
recovery, the U.S. Congress has enacted some new tax cuts to help businesses survive through 
the pandemic, and launch paycheck protection program to perverse jobs, so the space for US 
fiscal expenditure reduction is also very limited, and most of the expenditure cannot be reduced. 
 

 
Figure 7. The result of huge budget deficit. 

 
The growing deficit problem has caused many people's concern. Jeffrey Gundlach recently said 
that "double deficit" (fiscal deficit and foreign trade deficit) is a difficult problem for the United 
States. Due to the adoption of radical policies, the "double deficit" of the United States is 
expanding rapidly, which will threaten the stability of the US debt economy. 
Gundlach stressed that he has long been opposed to the growing federal budget deficit of the 
United States. Although the most important thing at present is to win the battle of the covid-19, 
it is difficult to sustain such a large amount of debt anyway. 
In, reality, large-scale deficit reduction will be toxic to the economy. According to the report of 
the U.S. Congressional Budget Office, the government's fiscal stimulus has made a considerable 
contribution to the growth of the U.S. economy after the financial crisis. This time will be the 
same. reducing 100 billion spending will directly lead to a 0.6 percent decline in economic 
growth. Thus, the current US fiscal deficit has brought the US economy into a dilemma. 

4.3. The economic performance of small chance of inflation 
Moderate inflation is a less harmful way to ease the debt burden, which erode the real value of 
debt overtime, while reducing unemployment. 
 

 
Figure 8. www.CEICDATA.com for united states consumer price index CPI growth. 
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As show in figure 8, normally continuous stimulus measures will push up the price level, CPI 
peaked in January this year. But inflation started to ease in the next few months, CPI fell to a 
moderate level in May and April. Although the United States implemented a lot of monetary 
easing, its core CPI annual interest rate fell by 0.4% in April, which shows that most of the 
money released did not goes into the real economy. 
As show in figure 9 and 10, many central banks around the world have undershoot their 
inflation target, even rounds of expansionary policy cannot help the demand to recover, 
especially when then unemployment rate is surging, and the oil price has collapse, there is 
unlikely to be an inflation. 
 

 
Figure 9. The economist for US unemployment rate. 

 

 
Figure 10. The way of small chance of inflation. 

 

4.4. The economic performance of economic recovery and the bull market 
As show in figure 11, today's economic situation is very extreme, central banks around the 
world launch rounds of expansionary policy try to stop the economy slip into recession. 
According to a report released by the world bank, the global economy is expected to decline by 
5.2% in 2020, which will be the worst economic recession since World War II, and the growth 
rate of US GDP will drop by 10.8%. 
In terms of PPI, it has been declining since the beginning of this year. It can be seen that a large 
number of domestic manufacturing enterprises have closed down, but the prices of many 
industrial products began to rise in late April. Crude oil prices have rebounded. The prices of 
iron ore, rebar and other industrial products have risen sharply since mid-April. 
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Figure 11. Tradingeconomics.com for united states producer prices. 

 

 
Figure 12. Tradingeconomics.com. 

 
These data show that the panic caused by the pandemic has gradually subsided, but is it really 
cause by rising demand or the idle cash? I think both sides count. 
As show in figure 12, first of all, although government launch round of expansionary policy, the 
demand is still declining, factories suspend their production, which damage the supply chain, 
resulting in the unwillingness of funds to enter the real economy. 
Secondly, the US Dow Jones index has been rising from 18200 at the end of March. Now it has 
risen by 35%, and Hong Kong's Hang Seng Index has also risen by 10%. The global stock market 
is booming, and the share prices of apple, Tencent have reached new highs. 
However, the profits of these enterprises did not improve. On the contrary, the economic 
downturn brought more pessimistic earnings expectations. 
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Figure 13. DOW JONES PRICE CHART. 

 

 
Figure 14. U.S. Bureau of economic analysis. 

 
As show in figure 13 and 14, at the same time, the U.S. savings rate also hit a record of 33% this 
year, which shows that the money released by QE has not flow into the real economy. A lot of 
money goes into the financial market and bank savings, led to a booming stock and property 
market, which then attract more foreign capital, but economic fundamentals can't support an 
asset bull market, when large amount of funds flow into the financial market to speculate and 
make money. It will undoubtedly be a bull market, but bull market is not economic boom. 
In the financial market, the price will continue be pushed up when more funds enter the market, 
until the debt reaches a certain level, the bubble will burst. The latest data show that household 
debt accounts for 75.4% of GDP in the United States, in the subprime crisis the ratio was 98.6%. 
There is no bubble that will never break. It's just a matter of time. The massive stimulus 
measures will only delay the crisis, the reason why the bubble can be sustained, is because of 
the confidence of worldwide investors in dollars, but the endless QE may damage the credit of 
dollar, when people loos trust in dollars, they tend to convert it into commodity and gold that 
the Fed can't print. 
The current U.S. economic recovery has great instability, the pandemic may cause the world 
economy stuck in long term recession, only robust development of the economy can improve 
the credit level and financing capacity of the U.S. government and reduce financing costs which 
ease the debt burden to some extent. When people loose trust a in US economy and dollar, this 
"debt economy" model which relying on new debt to repay old debt may not be a long-term 
solution [9]. 
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4.5. Confidence of foreign investor 
4.5.1. Downward trend in US dollar index and US bond yield. 
Devaluation of the US dollar would bring huge losses to countries with dollar reserve. 
The dollar is the world's main reserve currency, when the burden of liabilities is heavy, it can 
shake off the burden legally and painlessly only through the devaluation of the currency, and 
due to the implementation of QE, dollar is likely to remain weak for the next few years [10]. 
As show in figure 15 and 16, after 2009, in order to deal with the global financial crisis, the 
Federal Reserve has implemented QE policy for about six years, resulting in a long-term slump 
in the value of dollar [11]. This situation did not end until the second half of 2015 when the 
Federal Reserve officially started to withdraw from quantitative easing. 
 

 
Figure 15. Trading view for the dollar index. 

 

 
Figure 16. Trading economics for the interest rate of 10-year treasury bond. 

 
This time it will not be an exception, from March 9 to 20, 2020, the US dollar index once rose 
strongly. However, after the Federal Reserve deployed QE on March 23, the dollar index began 
to go down all the way [12]. It can be considered that although there will be fluctuations in the 
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short term in the future, as long as the quantitative easing policy does not change, the US dollar 
will be generally weak, it also keeps the interest rate at a very low level. 
4.5.2. Countries began to reduce their holdings of US Treasury bonds: 
The key to maintaining the US debt economy is the attitude of other economies. The pandemic 
has damaged confidence in the U.S. economy and the credit of dollar. and is becoming more 
reluctant to provide permanent financing for the country's large current account deficit it [13]. 
The main buyers of US Treasury bonds are more cautious about holding or increasing their 
holdings of US Treasury bonds. Due to the expectation of dollar devaluation and the goal of 
diversification of foreign exchange reserve investment, many countries have begun to reduce 
their holdings of US Treasury bonds. 
Although US Federal Reserve Chairman Colin Powell made it clear last week that it is impossible 
to implement negative interest rates, the federal fund futures show that the market has begun 
to bet on negative interest rates policy, because after the implementation of the endless 
quantitative easing measures the economy still remain weak , except for negative interest rates, 
it seems that it is difficult to find more vigorous easing measures, and the low interest rates will 
be less attractive to investors, which can also be explained by the extent to which multiple 
monetary authorities around the world have reduced their holdings of US debt and increased 
their holdings of gold. 
Then, the US Treasury Department's auction of 145 billion 20-year and 10-year Treasury bonds 
in the past three weeks was unsalable [14]. According to the latest report released by the US 
Treasury on June 16 (the US bond position report will be delayed for two months), April 
included 27 major US debt creditors including China, Japan, Russia, Germany, India, France and 
Saudi Arabia Overall, the global central banks sold 177.3 billion U.S. Treasury bonds in March, 
and in the long run, the global central banks have sold 926.3 billion U.S. Treasury bonds for 23 
consecutive months in the past 24 months. 
At present, the trend of global central banks moving away from US dollar assets or losing trust 
in the US dollar, and begun to seek to eliminate or reduce their dependence on US dollar assets. 
At the same time, although the global central banks' purchase of gold has slowed down in the 
last month or two, the trend of these US bond investors to reduce their holdings of US debt and 
replace gold continues [15]. In the past six months, Poland, Slovakia, Romania and Italy have 
announced or completed the process of transporting gold stored in the Federal Reserve or the 
Bank of England. In recent years, nine countries, including Germany, Hungary, France, Belgium, 
Switzerland, Turkey, Austria, Venezuela and the Netherlands, have completed or plan to send 
gold back to China. All these have happened all over the world, which is an indirect indication 
that global central banks are considering making their own currencies and gold assets play a 
greater role. More than 40 years after the collapse of the Bretton Woods system, gold, gold still 
acts as an anchor of trust in the monetary systems, but the US dollar cannot do this in the long 
run. 
When major holder of the treasury bond reduces their holding, it can reflect that they are 
gradually losing confidence in US economy, which might inhibit US global financing ability in 
the long term, thus affect the sustainability of US debt economy. 

5. The impact of US government debt on China’s economy and its 
countermeasures 

5.1. Potential threat it brings to China’s economy 
Once the devaluation of the dollar is not enough to ease the debt burden, the U.S. will either 
default or turn its trade deficit into surplus. None of these two situations will bring benefit to 
China's economy. 
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The potential threat of debt default is obvious. At present, China has more than 200 billion US 
dollars in assets, and the number is increasing. If the U.S. economic turmoil leads to the inability 
to repay external debt, it will be hard to imagine how much damage it will bring to us. 
A large part of China's current account surplus comes from its trade surplus with the United 
States, Most of China's exports to the United States are labor-intensive products, which requires 
low level of technology thus leave little space to added value. 
Therefore, once the huge U.S. consumer market shrinks, or the U.S. dollar exchange rate 
fluctuates substantially, it will undoubtedly hit the China's export sector, and the 
unemployment rate will reach a really high level especially when the job prospect for graduates 
is already bad. 

5.2. China’s countermeasures (internationalization of RMB) 
5.2.1. The opportunity brought by pandemic to internationalization of RMB. 
(a) The pandemic weakens the dollar. 
As a result of the implementation of the super quantitative easing policy, the probability of the 
dollar weakening in the next few years will be significantly increased. 
The weakening of US dollar is an opportunity for RMB internationalization to a certain extent. 
From July 2009 to the end of 2014, RMB internationalization has experienced rapid 
development for more than five years. By the end of 2014, RMB cross-border trade reached 
6.55 trillion yuan, equivalent to 25% of China's cross-border trade. In the world's major 
offshore markets, the scale of RMB deposits is as high as 2 trillion yuan (half of which is in Hong 
Kong), reaching a historic peak (people's Bank of China, 2015). There are many reasons for the 
rapid development of RMB internationalization in recent years, but one of the important 
reasons is the weak performance of US dollar and the continuous appreciation of RMB. Basically 
speaking, the internationalization of RMB is a process of international currency competition, 
and similar situations will not be ruled out in the next few years. 
(b) RMB assets becomes more attractive. 
Faced with the challenge of the pandemic, US fall back on zero interest rate and unlimited 
quantitative easing, which damage to credit of dollar. Meanwhile, the stable performance of 
China has enhanced the attractiveness of RMB assets to a certain extent. Especially in the bond 
market, the inflow of foreign capital continued to grow rapidly during the pandemic, which will 
bring certain development opportunities to enhance the international attractiveness of RMB 
assets thus the RMB internationalization. 
As show in figure 17, the P / E ratio in China stays relatively high, so it is more attractive to 
international portfolio investors. China already emerges from the lockdown, so the economy 
will enter a strong rebound period. Which might attract large capital inflow to stock and bond 
market 
 

 
Figure 17. Wind for a share P/E ratio since 2019. 
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As a result, the RMB assets held by foreign investors will increase, which will promote the 
internationalization of RMB. 
However, we should be aware that under the severe impact of the cv=ovid-19, it will also bring 
great challenges to China's economic operation, which is not conducive to the further 
development of RMB internationalization. 
(c) Currency swap. 
Since 2008, the People's Bank of China has steadily promoted the position of RMB in 
international reserve currency by actively promoting currency swap. By the end of the first 
quarter of 2020, the people's Bank of China has signed bilateral local currency swap agreements 
with 39 countries and regions (28 of which are still valid), with a total scale of RMB 3.411 
trillion. 
Moreover, the spread of the covid-19, the collapse of oil prices and the fluctuation of global 
financial markets may lead some countries with relatively weak macro-economy, such as Latin 
America, Southeast Asia and southern Europe, into financial turmoil and even currency crisis. 
China is the second largest economy in the world, with relatively stable financial system and 
abundant foreign exchange reserves. For emerging market economies that have been hit by the 
pandemic, liquidity support can be provided by RMB currency swaps. This will promote the 
international use of and the internationalization of RMB. 

6. Conclusion 

In the work, we did analysis and researches on this report first explains the two major forces 
supporting the US debt economy: the first is the dominant international status of dollar; the 
second is the support of countries with trade surplus. These supporting forces will not change 
in the short term, so the US debt economy can be sustained in the short term. 
In the long run, the U.S. debt economy is unsustainable, because in the long run, the 
international monetary status of the US dollar will be damaged, the domestic economic 
situation in the United States will not be optimistic, and the confidence of foreign investors will 
also decline, current account deficit might be reserved, the U.S. debt economy is likely to be 
unstainable. 
No matter whether the debt economy of the United States can be sustained, it has brought many 
negative effects to China. However, the pandemic and the weakening status of dollar also 
brought opportunity to China. If China can continue to maintain steady growth, the 
international competitiveness of Chinese enterprises will continue to enhance, the market itself 
will actively promote the internationalization of RMB, but this is only a possibility in the long 
term. 
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