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US Dollar Dominance: Fundamentals, Nature, and Present Structure
BEEZRHT X BZ

US dollar standard system

Since the Global Financial Crisis (GFC) of 2007-
09, there has been increasing discussion on why
the US dollar standard system has been
maintained since the demise of Bretton Woods
(BW) system in the early 1970s. Among other
things, the money view, which has become
increasingly common in heterodox academics,
provides a systematic analysis of the dollar
standard that has three distinguishing features.
First, the dollar standard system can be taken for
granted, in the sense that the contemporary
international monetary system is inherently
viewed as an international currency hierarchy
where the dollar has been at the top and all other
major currencies have been pushed down to
peripheral positions. Second, the intuitional
development in the hierarchical structure of the
global dollar supply allows the dollar standard to
have ‘systemic nature , despite no defined and
agreed official frameworks for stabilizing the
dollar-centric international monetary system in
the post-BW system period. And last, evolution of
the US Federal Reserve (Fed) as an international
lender of last resort (LLR) since the GFC
contributes to the ‘status quo dollar standard
system where the dollar is dominant in the 2010s.

Our questions

However, what has emerged as the dollar
standard cannot be regarded as an ‘invincible’
system. First, it is incorrect that the US dollar’ s
staying power has always been unrivaled. The
emergence of the euro was the first time since the
collapse of the BW system that the US dollar
standard system faced real currency competition
in the 2000s. Second, the dollar standard system
has essentially entailed global financial instability.
Looking historically at the dollar standard system
since the 1970s, we can see that unfettered global
capital flows triggered the recurrence of an
international currency and monetary crisis that
climaxed as the GFC of 2007-09, which had its
very epicenter in the US. Finally, the
extraordinary sell-off in the US Treasury markets

as the largest, deepest, most liquid financial
markets in the world, at the height of the
COVID-19 financial meltdown in March 2020, led
to unprecedented pressure on global dollar
funding, which would have destabilized the dollar
standard system even more than the GFC if it had
been allowed to develop. Taking these limping
aspects of the dollar standard into account, an in-
depth analysis of the fundamentals, nature and
present structure of the contemporary dollar
standard system since the 2000s must be
conducted.

In doing so, we raise three critical questions, which
are largely unanswered by the money view: First,
what enabled the US dollar to revive its dominance
in the 2000s, despite the currency competition with
the euro? Second, what drove the US dollar
standard system to build up global financial
fragility in the 2000s that climaxed with the GFC
of 2007-09 being called ‘the most severe financial
crisis in a century? And last, what caused the
unprecedented sell-off in US Treasury markets in
March 2020, precipitating extraordinary strain on
global dollar funding, though a global financial
crisis was averted?

Our main arguments

Contrary to the main arguments of the money
view, we make new arguments that the US dollar
standard system has developed around shadow
banking in the 2000s that proved ultimately
destructive in the face of the GFC of 2007-09. It
then explores how the dollar standard system
underwent a kind of watershed at the height of
the COVID-19 financial meltdown in March 2020.

My book

The article is drawn from my book: Junji
Tokunaga (2026) , Dollar Dominance:
Fundamentals, Nature, and Present Structure,
London; New York: Routledge. Gerald Epstein,
Professor of Economics and Co-Director Political
Economy Research Institute (PERI), University of
Massachusetts Amherst, USA, contributes a
forward to this book.
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