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You may be hearing that the dollar has outlived its usefulness as the world’s reserve currency
and that recent events (the recent threat in Congress of defaulting on U.S. debt, the U.S.
summarily seizing assets (of Russian oligarchs) without due process) are contributing to the
decline. Other options have been proposed, like Bitcoin, euros, or the Chinese renminbi.

The truth is, it’s highly unlikely that the dollar will be replaced in the foreseeable future. The
dollar currently represents more than half of the world’s foreign exchange holdings (58% as of
the end of December), and more than 90% of global trade occurs in greenbacks. People prefer
transactions in dollars because the U.S. economic system employs a strong rule of law that
protects property rights and enforces contracts—another way of saying that foreigners are
protected when they transact in dollars, something they cannot say with certainty if they’re
buying or selling in crypto or renminbi. Another reason the dollar dominates is that the U.S.
bond market, which is denominated in dollars, is by far the largest in the world, which means
international trade is provided with immense liquidity.
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But a currency’s life as the world’s favorite can be limited, as you can see on the accompanying
chart. We no longer transact in the Florin and haven’t since the 1400s. The Dutch Guilder
hasn’t been the global standard since the late 1600s, and Britain’s pound sterling gave up the
reserve mantle in the 1920s. It won’t happen soon, but history suggests that something will
come along eventually to become the new reserve currency, and history suggests that whatever
the country issues it will finally replace the U.S. as the next economic superpower.

Sources:

https://www.advisorperspectives.com/articles/2023/04/21/larry-summers-says-the-dollar-isnt-
losing-its-dominance-in-global-economy

https://www.advisorperspectives.com/articles/2023/04/19/four-reasons-why-the-dollar-will-
remain-the-reserve-currency-part-ii

https://www.advisorperspectives.com/articles/2023/04/12/the-dollars-death-not-so-fast-part-one

If you have any questions about this article or want to discuss your family finances, investment
portfolio, or financial planning advice, please call on me anytime at my number (215) 325-1595
or you can click here to schedule a meeting.

Please feel free to forward this article and offer to anyone you know who might have financial
questions or need some unbiased advice. Most financial advice is sales advice. In stark contrast,
we are fee-only (non-commissioned) fiduciary advisors. We just provide truthful, unbiased
advice to our clients.
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This message is intended only for the individual or entity to which it is addressed and may
contain information that is privileged, confidential, or exempt from disclosure under applicable
federal or state law. You are hereby notified that any dissemination, distribution, or copying of
this communication, except in accordance with its intended purpose, is strictly prohibited.
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