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AbstractThis paper summarizes the stratifica—
tion characteristics of the US dollar liquidity market
by analyzing the balance sheets of the major partici—
pants in the liquidity market and on this basis
summarizes the risk preferences of various types of
core currency dealers in the liquidity market. It is

based on the above characteristics and risk prefer—

ences that dollar funds are realized to transfer and
nest among different balance sheets through various
types of core instruments and simultaneously form
new dollar core rates based on asset collateral. As
the long —term zero interest rate and quantitative
easing monetary environment has profoundly trans—
formed the USD liquidity system any attempt to
change this equilibrium will have an impact on liq—
uidity thus making the USD financial system pres—
ent a tight equilibrium under the aggregate easing.
Under this pattern the positive correlation between
onshore dollar liquidity and credit expansion is fur—
ther weakened while offshore dollar liquidity has a
very important impact on global credit expansion.
The analysis of the above issues has strong implica—
tions for China’s participation in the US dollar
market and the construction of a RMB liquidity
market.
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