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The dominant dollar - still

0 Dominant position across most dimensions of the international role of currencies.
0 Broadly stable, but reduction in some dimensions.
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ECB (2025) «The international role of the euro». https://www.ecb.europa.eu/press/other-publications/ire/html/ecb.ire202506.en.html




Changing reserves

2 Gradual reduction of the dollar share of foreign exchange reserves...

: FIGURE 2.1 CURRENT COMPOSITION OF OFFICIAL FOREIGN EXCHANGE RESERVES (%
a Increasing, but small role (%)
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a ...towards a range of smaller currencies.
of RMB. e
2 Rising role of yen.
2 Rising role of Australia »
and «others»: Nordics, 0
Korea, New Zealand. 20
2 Minimal role of the Swiss 0
franc (lack of a deep

bond market).
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Chari, Converse, Mehl, Milesi-Ferretti, and Vansteenkiste (2025) «Geopolitical Tensions and International Fragmentation: Evidence and Implications», Geneva report on the
world economy 28. https://cepr.org/publications/books-and-reports/geneva-28-geopolitical-tensions-and-international-fragmentation
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Rising role of geopolitics

2 Evidence that FDI is moving towards distinct blocs (Chari et al. 2025).
2 Evidence of rising role of geopolitics in trade invoicing (Boz. et al. 2025).
2 The dollar (and euro) account for the bulk of trade invoicing.
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Boz, Briiggen, Casas, Georgiadis, Gopinath, and Mehl (2025) «Patterns of Invoicing Currency in Global Trade in a Fragmenting World Economy», IMF working paper 25/178.
https://www.imf.org/en/publications/wp/issues/2025/09/12/patterns-of-invoicing-currency-in-global-trade-in-a-fragmenting-world-economy-570297




Renminbi rising

0 China is a major destination market (10-20% of exports).
0 RMB invoicing is on the rise.

o First in Asia, then in Europe and Latin America.
o But the magnitude remains small.

Figure 5: Zooming in on exports to China and renminbi invoicing
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Boz, Briiggen, Casas, Georgiadis, Gopinath, and Mehl (2025) «Patterns of Invoicing Currency in Global Trade in a Fragmenting World Economy», IMF working paper 25/178.
https://www.imf.org/en/publications/wp/issues/2025/09/12/patterns-of-invoicing-currency-in-global-trade-in-a-fragmenting-world-economy-570297




Geopolitics and invoicing

a Invoicing reflects fundamentals: use the currency of the destination, also the
dollar for commodities.

Table 3: Panel regressions for export invoicing shares and geopolitical distance
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Boz, Briiggen, Casas, Georgiadis, Gopinath, and Mehl (2025) «Patterns of Invoicing Currency in Global Trade in a Fragmenting World Economy», IMF working paper 25/178.
https://www.imf.org/en/publications/wp/issues/2025/09/12/patterns-of-invoicing-currency-in-global-trade-in-a-fragmenting-world-economy-570297




US capital flows remain robust

2 Inflows into the U.S. (and out of) remain large.

2 Focusing on inflows:

o FDI is steady.

o Equity has surged.
o Bonds have remained steady at a high

level, including Treasury.
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What are we likely to see?

What underpins the international role?
o Size and liquidity: U.S. solid.
o Rule of law and institutional predictability: U.S. challenged.
But where to go?
o RMB: even more challenged.
o Euro: good fundamentals, but fragmented markets.
Possibility of moving depends on dimension.
nvoicing: can use one’s own currency.
~inance: move more limited by above fundamentals.
o Quantity vs price: still invest in the U.S., but on different terms.
o Sharp depreciation of the dollar since April, esp. against Europe.
o Possible reduction of convenience yield looking forward.




