
A co-worker recently told me I have been a little too pessimistic about the economy re-
cently. While he hasn’t disagreed with anything I have written, he thought some good news 
every now and again would be most welcome. After all, there is only so much realism one 
person can take.  

So, here goes nothing.  

There is a one hundred trillion dollar banknote from the Reserve Bank of Zimbabwe on my 
desk. I bought it this morning at a coin shop in Hoover where a client and I had gone to pur-

chase some silver bullion. The store also had a fifty tril-
lion banknote, so I bought that as well. 

When I got back to the office, I attempted to deposit the 
things into my checking account, Oh well. It was worth a 
shot, you know?  

I have to tell you; carrying around $150 trillion in bills 
makes you feel like a real Rockefeller. Rockefeller? That pauper? What an ultra-maroon! 
What an embezzle!  

In all seriousness, and I do have that banknote, I made a presentation to a group yesterday 
where someone asked me about the US dollar. What is going to happen when it is no longer 
the world’s primary reserve currency? He knew a few people who thought things would be 
a little less than pleasant when that inevitability happens.  

I have gotten this question on any number of occasions, and, you know, I am just not that 
worried about it. Why? What is going to replace it? If the dollar is going to stop being the 
world’s primary reserve currency, what currency will be? Further, does that mean interna-
tional transactions in dollars will completely cease? What about the use of US Treasury debt 
by foreign centrals as cash and near cash? What happens to it, the debt, if and when the dol-
lar completely collapses?  

The truth is pretty straight forward: the US dollar will continue to be the most widely used 
currency in the world because everyone else is in on the joke. What happens to the value of, 
say, China’s dollar-denominated holdings if the dollar collapses? Do you think Beijing 
wants that to happen? Do you think the Europeans or the Japanese want to see the value of 
their holdings plummet?  

Of course not. Besides, do you want the euro? The yen? The pound? What do you want to 
replace the dollar? Those are really your only choices. The Chinese currency currently isn’t 
convertible, so that is off the table for now. Do you feel that strongly about the Europeans or 
the Japanese? Are they that much healthier than the United States?  

Pessimism is as American as apple pie - frozen 
apple pie with a slice of processed cheese. 

 
George Will  
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If it seems like I am making the argument the US dollar will continue to be the world’s primary reserve cur-
rency for the foreseeable future because is the lesser of all evils, well, I am. What is the old expression? In the 
land of the blind, the one-eyed man is king? If not that, in case of a shark attack, you don’t need to be a fast 
swimmer, just faster than the person next to you. 

Right now, the US dollar is sluggish in absolute terms, but a real rocket by comparison. Our economy is still 
the dominant global economy, and will continue to be so for another decade, at least. As a result, the US dollar 
will continue to be the “coin of the realm.”  

But….but...hasn’t there been some talk about using some sort of basket of currencies or something? Yeah, 
there has. This from Wikipedia:  

Some have proposed the use of the International Monetary Fund's (IMF) special drawing rights 
(SDRs) as a reserve. 

China has proposed using SDRs, calculated daily from a basket of U.S. dollar, euro, Japanese yen and 
British pounds, for international payments. 

On 3 September 2009, the United Nations Conference on Trade and Development (UNCTAD) issued 
a report calling for a new reserve currency based on the SDR, managed by a new global reserve bank. 
The IMF released a report in February 2011, stating that using SDRs could help stabilize the world 
economy. 

Please note SDRs are calculated daily from a basket of US dollars, euro, yen, and British pounds. The current 
weights are: 1) US dollar = 41.9%, and; 2) euro = 37.4%, and; 3) Japanese yen = 9.4%, and; 4) British pound = 
11.3%.  

So, even in this scenario, the US dollar is STILL the dominant currency for those countries that want to trade 
in SDRs. Yes, it would weaken compared to the other three in the basket, but hell’s bells, that is what the Fed-
eral Reserve has been trying to have happen for the last several years. It has been trying to devalue and trying 
to inflate with very little success.  

I mean, our overnight lending rates are 0.25%, and the Federal Reserve has created some $2.5 trillion in new 
money over the last several years, and the value of the dollar has what? Since the end of 2007, it has actually 
GONE UP 4.5%! How can you create 2.5 trillion of anything and have its value go up?  

However, not all countries, exporters, and importers are going to want to mess around with SDRs. At some 
point, they will want a single currency. Period. That is the reason why we talk about “foreign reserve curren-
cies,” and not “foreign reserve derivatives.”  

Certainly, there are academics, bureaucrats, and financiers who would argue I am being overly simplistic. That 
I don’t know what I am talking about. Fine, fair enough. However, before I go, please riddle me this one: as-
sume I am a US exporter, and I have SDRs but want dollars. What do I get? If the value of the SDR is deter-
mined by the value of the dollar, but the number of dollars I get is relative to the strength of the SDR, wouldn’t 
that be circular? Besides, if I am exporting to, say, Mexico, do I really want to expose myself to European and 
Japanese currency risk? What do they have to do with anything in this transaction?  

In so many ways, using SDRs would be a simple way for the Chinese, and maybe the Russians, to diversify 
their foreign currency holdings without having to actually go through the trouble of doing so. It doesn’t in-
crease the number of primary reserve currencies out there; it just spreads the weights around a little bit.  

In any event, the weaker dollar would make our exporters more competitive. Further, the suddenly stronger 
euro would deliver a death blow to the Greeks, Spaniards, Portuguese, and Italians. They can’t compete with 
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the euro at its current level. How could they possibly compete if it appreciates 20-30% in a short period of 
time? In order to pay back mountains of debt, the Mediterranean economies needs to devalue and inflate, not 
appreciate and deflate. Gee whiz.   

This would probably lead to the collapse of the euro, and back to the old franc, mark, lira, peseta, drachma, etc. 
Since none of the individual economies within the Eurozone are capable of single-handedly challenging the 
US economy for global hegemony, guess what, the dollar remains the world’s primary reserve currency….and 
could end up being even stronger.  

In essence, if the dollar ceases to be the primary global currency before the Chinese yuan can take over the 
mantle, strangely enough, Europe collapses because it can’t handle the responsibility. Wow. Do you think that 
is what the Chinese really want? A collapse in a major export market?    

In the end, the US dollar is the world’s leading currency for a couple of reasons: 1) the US has the world’s 
largest economy, and; 2) all the other major economies with “reserve currencies” are arguably in worse shape 
than the US.  

Until one or both of those reasons change, there is no reason to lose a minute of sleep over the demise of the 
US dollar. However, if you do lose sleep, go out to a coin store and buy some piece of mind in the form of 
gold or silver bullion.  

While you are there, see if they have any more of these bad boys. Again, you have to trust me, it will make you 
feel like, well one hundred trillion bucks.  

 

Okay, perhaps this isn’t the most optimistic piece in the world, but the part 
about Europe falling apart made me smile a little.   
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tained in this report was obtained from sources and vendors deemed to be reliable, but it is not represented to be complete and its 
accuracy is not guaranteed.  

This report is designed to provide an insightful and entertaining commentary on the investment markets and economy. The opinions 
expressed reflect the judgment of the author as of the date of publication and are subject to change without notice; they do not repre-
sent the official opinions of the author’s employer unless clearly expressed within the document. 

The opinions expressed within this report are those of John Norris as of the date listed on the first page of the document. They are 
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