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Yen-ization, Euro-ization . . . Is the

world converging to a few currency

blocs?

Dollarization,

Not so long ago, countries guarded the
independence of their currencies with the
zeal generally reserved for national flags,
national airlines and other symbols of sov-
ereignty. But currency crises, starting with
Mexico in 1995 and ending who-knows-
where have left finance ministers running
for cover. And the apparent success of the
euro (well… nothing disastrous has hap-
pened yet) has put a positive spin on a pol-
icy of formally acknowledging the econom-
ic suzerainty of Washington, Brussels or
Tokyo.

But getting from here to there would not
necessarily be easy. One problem is that
countries joining a currency bloc give up all
leverage over their domestic money sup-
plies and interest rates. Another is that
Europe, the United States and Japan would
inherit a not-entirely-welcome power to
influence output and prices in their vassals.
But the most immediate issue would be
scraping together the requisite supply of
dollars, yen and euros to substitute for
national currencies.

How much money would be involved?
Glad you asked. Here’s a chart showing the
relative size of national money supplies at
the end of 1998.

—Tom Hall
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Absorbing Economies:
Can the Three Cores Swallow Their Peripheries?

c h a r t i c l e

EURO-ZONE: 6,040,000

UNITED STATES: 5,285,490

JAPAN: 5,211,116

UNITED KINGDOM: 1,496,508
SWITZERLAND: 409,114

DENMARK: 107,439
SWEDEN: 100,831

NORWAY: 78,682
TURKEY: 65,104
POLAND: 63,008
GREECE: 58,959

CZECH REPUBLIC: 40,674
RUSSIA: 30,443
MOROCCO: 26,462

SLOVAK REPUBLIC: 12,673

All money supply figures converted to dollars at 1998 exchange rates.
M2 (in billions of US$) = currency + checking + money market account
balances + short term savings deposits.

CANADA: 365,886
BRAZIL: 232,016

MEXICO: 108,882
ARGENTINA: 85,694

CHILE: 32,478
COLOMBIA: 22,791
VENEZUELA: 17,539
PERU: 16,619

CHINA: 1,275,081
TAIWAN: 508,651

HONG KONG: 327,219
AUSTRALIA: 236,910

SOUTH KOREA : 214,733
INDIA: 204,020

THAILAND: 129,804
SINGAPORE: 96,829

MALAYSIA: 71,333
INDONESIA: 70,860
NEW ZEALAND: 48,021

PHILIPPINES: 41,443


