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• There is much with which to agree in this fine 
paper.

• But rather than rehash its arguments, I will try to 
keep things lively by highlighting a few aspects 
where I disagree.
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Eswar writes:

• “By some measures…the primacy of the dollar has 
hardly been affected by U.S. economic policies and 
political dysfunction, the erosion of U.S. 
institutions, or the weaponization of the dollar 
through financial sanctions.”

• True, but past performance is no guarantee of 
future returns (as they say in the advisory 
business).

• There is a tremendous amount of history 
suggesting that international currency status does 
not remain immune from such factors indefinitely.
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Reasons to worry

• Share of global reserves held in dollars has declined from a 
bit more than 70% at the turn of the century to a bit less 
than 60% today.

• Share of U.S. Treasuries held abroad has fallen since the 
Global Financial Crisis.

• Convenience yield on U.S. Treasuries has fallen.
• (Convenience yield on other dollar-denominated assets 

hasn’t fallen, but reserve managers and others don’t hold 
these other assets.)

• That there have been continued financial inflows into the 
U.S. (into AI-related companies) tells us something about 
the U.S. economy, but it doesn’t obviously tell us anything 
about the international monetary system.

• And the dollar’s safe haven status has experienced hiccups.

4



Moreover, TINA provides no 
reassurance
• Just because there is no 

alternative at scale 
does not preclude a 
crisis of confidence in 
the dollar.

• We have seen this 
scenario before, in the 
1930s.

• Globalization as we 
know it would then be 
at risk.
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As diversification alternatives to 
the dollar:
• The paper says almost nothing about the euro.

• Perhaps appropriately for a conference focused on Asia?

• It downplays the role of the RMB.
• As alternatives it emphasizes gold and stablecoins.
• This exaggerates the risk from stablecoins, in my 

view.
• And it underplays other alternatives (nontraditional 

reserve currencies, linked fast payment systems, 
tokenized bank deposits, CBDCs).
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The euro

• Created to provide an 
international 
alternative to the dollar, 
but it has been 
something of a damp 
squib.

• Existential doubts.
• Shortage of safe assets.
• Markets in these safe 

assets are illiquid.
• Little ability to project 

power internationally.
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This might now change
• Plenty of proposals out there for 

the EU (European Commission) 
to issue safe assets.

• Though national governments 
continue to resist.

• Capital markets union project is 
being pursued.

• Though it is resisted by special 
interests (in inter alia Ireland and 
Luxembourg) that seek to keep 
regulation at home.

• There is a new sense of urgency 
around creating a defense union.

• Though EU countries continue to 
produce 11 national varieties of 
tanks. 

• Will anything happen?  
• Maybe, but not quickly.
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On gold

• “Central bank 
accumulation of gold 
creates risk of a price fall 
in a financial crisis when 
central banks need 
foreign currency 
liquidity.”  I agree.

• But that’s not all:
• Awkward for use in 

payments.
• Can’t be lent, used as 

collateral when vaulted at 
home.
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On the RMB

• It’s share of global reserves 
has been falling since 2022 
Q1.

• Much of its reserve share is 
accounted for by one 
country, Russia.

• Payments through CIPS 
were stagnant in 2025.

• And as Eswar notes, most 
payments through CIPS are 
picked up by SWIFT data, 
since most CIPS participants 
still use SWIFT messaging.
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On the interesting recent 
behavior of CIPS

11



On nontraditional reserve 
currencies
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• Figure at right is for end-
2024.  

• These account for ¾ of the 
global reserve share lost by 
the dollar in the last 25 
years.

• Digital technology makes 
holding and using these 
non-traditional alternatives 
more economical.

• Evident in bid/ask spreads.

• Though they lack the scale 
to fully replace the dollar.
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But they are coming in the 
payments sphere as well

14



On stablecoins

• “Stablecoins backed by major corporations such as 
Amazon and Facebook are likely to gain traction as 
means of payment.”

• I agree with this…..except I would change “likely” to 
“unlikely.”

• Stablecoins may not be stable.
• Stablecoins may not be fungible (may violate the principle of 

“singleness of money”).
• There is a lack of recourse.

• In addition, where Eswar emphasizes the risk to EMDEs, 
I would emphasize the risk to the U.S. Treasury market.
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Eswar writes:

• “National currencies 
issued by EMDEs could 
lose ground to private 
stablecoins and perhaps 
also to CBDCs issued by 
major economies.”

• Ignores direct local 
currency settlement 
initiatives for retail 
transactions.

• Ignores direct local 
currency settlement 
initiatives for wholesale 
transactions.
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Finally, on reserve pooling or 
global liquidity insurance
• That holding large foreign 

reserves is costly has been on 
the international community’s 
mind since reserve 
accumulation following the 
Asian Financial Crisis.

• There have been various 
reserve-pooling initiatives.

• But govs in practice have been 
reluctant to actually pool a 
significant fraction of their 
reserves and to actually utilize 
these mechanisms (CMIM).

• Lack of confidence in their 
partners?  Would they have 
greater confidence in the BIS?
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• “I conclude by discussing the two unsavory alternatives the 
world faces: continued dollar dominance versus a 
fragmented currency system.”

• Should we say “fragmented” or (more positively) 
“multipolar”?  Also more positively, how about 
“diversified”?

• Advantages of an overlapping, diversified set of global 
liquidity providers are equivalent to the advantages to 
Planet Earth of a diverse ecosystem.

• Will such a system be unstable?  We have seen instances of 
both stability and instability.

• The answer depends on underlying policies.
• And the outcome will depend also on whether the transition 

is gradual or abrupt.
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• Thank you.
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