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 Objectives: 
◦ Main goal: Analyze current IMS hierarchy 
◦ Associated goals:  
 analyze the possible determinants of the international 

usage of national currencies 
 analyze the effects of the global financial crisis over 

the IMS configuration  

 
 

Vorführender
Präsentationsnotizen
Talvez mencionar pontos da Introdução: não há uma moeda propriamente internacional, mas as moedas nacionais adquirem esse uso. Poderia haver uma dispersão, mas há uma concentração



Outline 
 1) Introduction: money functions at the 

international level 
 

 2) Currencies’ international usage 
 

 3) Currency internationalization 
determinants 
 

 4) Final remarks 



1) Introduction: money functions at the 
international level 

Function Private usage Public usage 

Means of payment Means of payment/vehicle 
currency 

Intervention currency 

Unit of account Price setting/invoice 
currency 

Reference currency 
(anchor) 

Reserve of value Investment and finance 
currency 

Reserve currency 

Source: Cohen (1971) 



2) Currencies international usage 
 

• Methodology:  

• Data from different sources 
• Three country groups:  

• Central: US, Euro area (or Germany), UK, 
Japan and Switzerland 

• Latin America: Argentina, Brazil, Chile and 
Mexico 

• Asia: China, India, South Korea and Malaysia 



 
Means of payment function – private usage 
Means of payment / Vehicle currency 
 



Means of payment function – private usage 
Means of payment / Vehicle currency 

 

Vorführender
Präsentationsnotizen
Colocar os nomes dados pelo cohen



Means of payment function – private usage 
Means of payment / Vehicle currency 

 



Unit of account function – private usage 
Price setting / Invoice currency 

External debt composition (%) 

Source: World Development Indicators, World Bank. Authors’ elaboration. 
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Unit of account function – private usage 
Price setting / Invoice currency 

External debt composition (%) 

Source: World Development Indicators, World Bank. Authors’ elaboration. 
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Unit of account function – private usage 
Price setting / Invoice currency 

 
 

 Guttmann and Plihon (2011):  
 
◦ US dollar’s share is between 40 and 45% 

 
◦ Euro’s share is within the range of 15 and 20%  



Means of payment and Unit of account – public usage 
Intervention currency and reference currency (anchor) 

 

Source: Annual report on exchange arrangement 2014, IMF 

Exchange Rate Arrangements and Monetary Policy Frameworks, 2014 
Number of countries 

Vorführender
Präsentationsnotizen
Mas: subestima as âncoras; Brasil está como free floating



Means of payment and Unit of account – public usage 
Intervention currency and reference currency (anchor) 

 
 Cartapanis (2009): among the countries with any kind of 

exchange rate administration: 
◦ about 2/3: US dollar 
◦ about 1/3: euro 
 

 Goldberg (2010): US dollar as the reference currency 
for 104 over 207 analysed countries 



Store of value function – private usage 
Investment and finance currency 

Banks: Cross border assets and 
liabilities, in foreign currency (%) 

Source: Authors’ elaboration based in BIS Reports (Foreign exchange and derivatives market activity 2010 and 2013). 
Note: the reference to the definition of "foreign currency" is the country of location of the bank in question.  

Banks: Local assets and liabilities, in foreign 
currencies (%) 



Store of value function – private usage 
Investment and finance currency 

International money market instruments 

Obs: mainly commercial papers 
Source: Authors’ elaboration based in BIS Reports (Foreign exchange and derivatives market activity 2001, 2004, 2007, 2010 
and 2013).  



Store of value function – private usage 
Investment and finance currency 

 
Derivatives: foreign exchange 

Source: Authors’ elaboration based in BIS Reports (Foreign exchange and derivatives market activity 2010 and 2013).  



Store of value function – private usage 
Investment and finance currency 

 

Source: BIS, Foreign exchange and derivatives market activity 2013. 
Authors’ elaboration. 
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Store of value – public usage 
Reserve currency 

 

Source: IMF, Currency Composition of Official Foreign Exchange Reserves 

Official foreign exchange reserves 



IMS Hierarchy 

US Dollar 

Euro 

Other central currencies (yen, 
pound, CHF, etc.) 

Peripheral currencies (Brazilian 
real, Chinese yuan, etc.) 

Source: De Conti (2011), based in Prates (2002) and Carneiro (2002) 



3) Currency internationalization 
determinants 

 
 What determines currencies’ usage? 

 
◦ National sphere: National State 

 
◦ International level: ??? 



a. Economy dimension and integration 

 



a. Economy dimension and integration 

 



a. Economy dimension and integration 



a. Economy dimension and integration 



b. Geopolitical power 

G7 UN Security 
Council 

NATO OECD G20 

USA USA USA USA USA 

UK UK UK UK UK 

Germany China Germany Germany Germany 

Japan Japan Japan 

Switzerland Switzerland 

South Korea South Korea 

Mexico Mexico 

Chile China 

India 

Brazil 

Argentina 



b. Geopolitical power 

Source: IMF 



b. Geopolitical power 



c. Political will 

 “Political will” is conditionated to political 
power 
 
 

 Facing the possibility of internationalizing the 
usage of its national currency, countries may 
choose between a: 
◦ Positive position: USA and UK 
◦ Neutral position: EU and Japan 
◦ Negative position: China (so far, but changing) 

 



Final remarks 

 Dynamic context, but subject to inertia and hysteresis 
 

 In the long term, IMS hierarchy may be changed. 
However: it is the outcome of transformations in the 
geoeconomic and geopolitical context and not merely 
the outcome of national policies 
 

 Hence: financial oppeness and forex market 
liberalization are not policies that may enable currency 
internationalization by themselves; on the contrary, they 
may weaken the domestic usage of this currency 



Final remarks 

 i) the US dollar has kept its role as the key-currency of 
the IMS, in spite of the crisis originated in the American 
subprime markets;  

 ii) although the euro’s role as the second most used 
currency in the world is still not threatened, its 
importance has diminished in the last year as a 
consequence of the eurozone crisis;  

 iii) the Chinese yuan’s importance in the IMS is 
increasing in a relatively sustained pace; although its role 
is still not comparable to the one played by the central 
currencies, the evolution of the indicators presented 
here suggest that the Chinese currency will change its 
status in a near future.  



 
 
Thank you very much for your attention! 

 
 

brunodeconti@eco.unicamp.br 
 

daniprates@eco.unicamp.br  
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