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The Introduction of the Euro and TARGET

Many books and articles on the Euro have been published so far. Almost all books and articles
on the Euro usually refer to the European Monetary System, the Maastricht Treaty, the process to
the introduction of the Euro and the possibility of the Euro growing into an international currency.
But it is very difficult to find books which refer to the settlement system in the Euro, or the
TARGET.

However, the pattern of international settlement in Western Europe was changed thoroughly by
the integration of European currencies. Before EMU, banks settled internationally through their
correspondent banks. But after EMU, banks in EU are able to settle payments in the Euro through
TARGET arrangements.

We must not fail to point out the following; the introduction of the Euro, namely the integration
of European currencies was realized by the establishment of a unified settlement system throughout
the Euro area, i.e., TARGET.

Therefore, the first subject of this paper is to explain the structure of TARGET. Moreover,
national RTGSs which are domestic payment systems in EU countries outside the Euro area as UK,
Sweden and Denmark, were also linked through TARGET. How should we understand these links?
This point is the second subject.

Also, the London Market gained an advantageous position to trade euro-euro business, because
UK RTGS (CHAPSeuro) was linked to TARGET. UK banks can now settle payments in the Euro by
TARGET as well as by correspondent banks. The third subject is to analyze euro-euro business in
the London Market.
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