











salt trade to merchants to implement the so-called “free trade” and then rented the certificates in private to monopolize the

salt trade. They established Changli Company as a new monopolist for the salt business to exploit profits from the trade.

The Expectation of Mild Inflation; the Introduction of the Fabi Policy in 1935
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The Fabi policy in 1935 carried out the currency reform that had been discussed for decades, so it has remarkable
significance in the Chinese financial history. The currency reform evolved from an ideal, a blueprint, to a detailed plan,
and eventually was put into practice, due to various stimulations. The economic crisis in the middle 1930s, especially the
silver crisis after American banks adopted silver policy, was the direct catalyst for the Fabi policy. The increcasing mismatch
between the Chinese currency system and the outside world stimulated the demand for the reform. Furthermore, this article
argues that the implementation of the Fabi reform was also related to the more and more solid foundation of the Chinese
economy. A flexible currency policy was expected to meet the demand of the growing economy, which was the necessary

condition of the currency reform.

The Debate on the Rate of Currency Exchange in the Currency Reform in Guangdong in 1936—
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The Fabi reform promulgated by the Nanjing Nationalist government in November 1935 is regarded a landmark in the
unification of national currency, but the implementation of the policy was actually varying nationwide. The local military
regime of Chen Jitang was the largest obstacle to carry out this policy in Guangdong. The Ministry of Finance tried to
negotiate with it for several times but made no progress. After Guangdong came back into the control of the central
government in July 1936, the Nationalist government once again sent high officials to deal with the financial problems and
reform the currency system in Guangdong. How to determine the exchange rate invoked many debates between local
businessmen and the Ministry of Finance. After January 1937, with the support of the Guangdong local authority, the
Guangdong businessmen eventually forced the central government to change the exchange rate in favor of the local people in
June 1937. The final exchange rate embodied the balance between the national and local interests after repeatedly
bargaining and negotiation. It illustrated that in the situation of the centralization of power and monopoly of finance of the

Nationalist government, the local still had some space to fight for their interests.
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