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A New Choice of Trade Settlement Currency:
A Stable Basket of Currencies Based on the Analysis
on Monetary Cooperation of BRICS Members

LU Qian-jin

(Department o f International Finance , Fudan University , Shanghai 200433 ,China)

Abstract: This paper studies the possible form of monetary cooperation
among BRICS members, establishes a stable basket of currencies viewed as
the trade settlement currency,and provides policy suggestion for monetary
cooperation. Firstly, it explores the relationship among exchange rates,and
considers that the weighted geometric mean of a currency’s exchange rates
can eliminate the differences of currency values in terms of different curren-
cies; on this base,it establishes the basket-of-currencies index. Secondly, it
studies the selection of currency weights that make the smallest fluctuation
of a basket of currencies and obtains the optimal weights by the optimization
method. Finally,it computes the weights of a basket of currencies of BRICS
members by simulation, and discusses how to transform the optimal weight
of a basket of currencies into concrete currency basket; at the same time,it
provides the exchange rates of a basket of currencies against each currency.

Key words: a basket of currencies; settlement currency; BRICS mem-
bers; monetary cooperation

(iE%hHE E D)

« 102 -



