The Issue of Using the USD as the Standard Currency

The use of the United States Dollar (USD) as the standard currency has been a longstanding practice in international trade and finance. While the USD's dominance has brought stability and convenience to global transactions, it has also raised concerns and challenges for various stakeholders. 

The USD became the dominant global reserve currency after the Bretton Woods Agreement in 1944, backed by the gold standard. However, the decoupling of the USD from gold in 1971 and subsequent economic shifts solidified its role as the world's primary reserve currency. Today, approximately 60% of global foreign exchange reserves and 40% of international transactions are denominated in USD.

There are various advantages to having the USD as the standard currency, such as its stability and ability to be trusted. The USD's stability has been a key factor in its widespread use. The United States has a robust and resilient economy, and the USD is considered a safe-haven currency in times of global economic uncertainty. It is also a currency of convenience and liquidity. The widespread acceptance of the USD simplifies international trade and finance, reducing transaction costs. The liquidity of the USD makes it an easily tradable and convertible currency. The globalisation and standardisation of the USD is a great benefit to having it as the standard currency. The use of a common currency facilitates international business, investment, and financial activities, contributing to the globalisation of the economy.

However, it must be remembered that there are also various concerns and disadvantages to having the USD as the standard currency. Reliance on a single currency exposes the global economy to the economic policies and vulnerabilities of the United States. Economic downturns in the U.S. can have cascading effects on the global economy. Some nations view the dominance of the USD as a challenge to their economic sovereignty. They argue that a single country should not have disproportionate influence over the global financial system.
The exorbitant privilege of issuing the world's primary reserve currency has led to concerns about the potential for currency manipulation and trade imbalances, as the U.S. can run persistent trade deficits without facing the same consequences as other nations. Several countries and international organizations have advocated for a more diversified international monetary system to reduce dependence on the USD. Proposals include the increased use of alternative reserve currencies or the creation of a new global reserve currency.

While the USD's status as the standard currency is deeply entrenched, the global economic landscape is evolving. The rise of emerging economies and discussions around the need for a more balanced and inclusive international monetary system suggest that the issue of the USD's dominance will continue to be a topic of debate and consideration in the years to come.

In conclusion, while the USD's role as the standard currency has brought undeniable benefits, it is essential to address the associated challenges and consider avenues for reform to create a more resilient and equitable global monetary system.
Points to consider: 
· Does the standardisation of the USD threaten the sovereignty of national economies? 
· Is the stability of the USD great enough to be trusted as the standardised currency?

Useful links: 
https://www.cfr.org/backgrounder/dollar-worlds-reserve-currency

https://www.wionews.com/business-economy/is-the-dollars-status-as-a-global-reserve-currency-at-risk-673035

https://en.wikipedia.org/wiki/International_use_of_the_U.S._dollar







