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The Essence of Currency and Finance and the Thinking Method of Finance

WANG Qichang
( School of Finance Shanghai University of International Business and Economics Shanghai 200620 China)

Abstract: Currency and finance embody the contractual relationship between people which is game and com-
mitment. The nature of currency is trust which is the purchasing power and purchasing power stable commitment.
Finance is generated by the currency. As a mechanism finance is the allocation of other natural and social resources
through financial resources. The nature of finance is also trust that is expectations commitments and the realization
of net cash flow in the future. Finance is the transaction between the terminal value and the present value the object
of the transaction is the rights and obligations to achieve the future cash flow as the core. Realization of net cash flow
in the future lies in the production of goods and services in enterprises which will result in economic value added.
Therefore in the financial thinking method we should not toward the past; we should consider factors that we can af—
fect cash inflows and outflows for the future. The core issue of financial risk management should also be based on the
realization of net cash flow in the future.

Key words: the essence of currency; the essence of finance; the thinking method of finance
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