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ExecuAve Summery  
The United States dollar has long been the dominant global currency, and it s7ll is, but for the last two 
decades, de-dollariza7on has not only started but is accelera7ng during the past several years. Once the 
only superpower, the United States, now faces the rise of authoritarian regimes across globe and in face 
of BRICS, they try to create and develop some kind of league for authoritarian regimes. 

The hegemony of the U.S. dollar had several key drivers, one of which was a long history of sound 
monetary policy, star7ng with the Gold Standard and con7nuing through the BreFon Woods system. Since 
then, global events have helped the U.S. maintain its dominant currency status for an extended period. 
The primary reason for this dominance has been the right monetary policies, complemented by factors 
such as conserva7ve fiscal policies, economic freedom, and strong foreign policy. 

However, recent geopoli7cal tensions—such as Russia’s war in Ukraine, terrorist aFacks on Israel, and 
other global conflicts—have accelerated an7-Western ac7ons, including the de-dollariza7on efforts led by 
China, Russia, Iran, and other authoritarian states. BRICS countries are ac7vely promo7ng the use of 
alterna7ve currencies like the Chinese renminbi to reduce their reliance on the U.S. dollar. There is even 
ongoing discussion about crea7ng a BRICS currency that could serve as a subs7tute for the U.S. dollar. 

For a currency to achieve global usage as a reserve and trade currency, several factors are essen7al: 
historical posi7ve experience, poli7cal will, fiscal strength, unity in the case of a common currency, strong 
property rights, and more. BRICS and its allies currently lack fiscal unity and property rights. To make their 
currency a viable compe7tor to the U.S. dollar, they may need to anchor it to gold. If this happens, the 
process of de-dollariza7on could rapidly progress, leading to a mul7polar monetary system, a 
development that could signal the end of Pax Americana. 

For U.S. policymakers, this shiS presents a significant challenge. A decline in dollar dominance would 
reduce U.S. economic leverage globally, complicate foreign policy tools like sanc7ons, raise borrowing 
costs, and limit U.S. influence in ins7tu7ons like the IMF and World Bank. Most importantly, it would 
diminish the United States' posi7on as a global superpower. In response, the Federal Reserve and U.S. 
government must adapt their strategies to maintain leadership in a changing financial and monetary 
landscape. This may include reforming monetary policy, cuVng taxes, balancing the budget, deeper 
engagement with emerging markets and mul7lateral ins7tu7ons. Addressing these trends is essen7al to 
preserving the long-term strength of the U.S. economy and its global influence. 
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Key Points 
• The dominance of the U.S. dollar has its roots in the Gold Standard. 
• The process of de-dollariza8on has begun and is accelera8ng over 8me. 
• BRICS countries and their allies are determined to reduce U.S. dominance both poli8cally 

and economically. 
• BRICS na8ons may introduce a new monetary regime with several realis8c scenarios on 

the table. 
• It will be very difficult for the United States to slow, and even more challenging to 

reverse, the current trend of de-dollariza8on. 
• U.S. policymakers must priori8ze reforms in monetary policy and take necessary ac8ons 

to ensure the U.S. dollar maintains its global dominance. 
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IntroducAon 
 

Recent years in world poli7cs have been marked by significant changes. The COVID-19 pandemic and 
Russia’s war in Ukraine have accelerated the polariza7on among na7ons worldwide. While Western 
countries previously viewed Russia as a bully-stubborn but s7ll a poten7al ally, Pu7n's decision to invade 
a sovereign na7on (the first instance being Georgia in 2008, followed by Crimea in 2014) fundamentally 
altered this percep7on. The invasion was going to change European borders for the first 7me since World 
War II, solidifying Russia and, alongside China, as a top and imminent geopoli7cal foe for the West. 

This polariza7on, coupled with poorly managed Western sanc7ons and delayed, inadequate and late aid 
to Ukraine, has prolonged the conflict

1. At the same 7me, authoritarian regimes have sought to form or expand various alliances. A prime 
example is BRICS, which includes China, Russia, India, Brazil, South Africa, Iran, Egypt, Ethiopia, and the 
UAE. While Egypt and the UAE are considered U.S. allies, the other members view Western countries as 
adversaries.   

Today, the U.S. dollar cons7tutes about 58% of all foreign currency reserves and 54% of export invoicing. 
The euro ranks second, accoun7ng for 20% of currency reserves and 30% of export invoicing2. These 
figures indicate that the U.S. and the European Union are the leading economies in terms of currencies, 
collec7vely holding more than 80% of global reserves. However, this situa7on has evolved over 7me, and 
it is essen7al to consider these changes in context. For example, since the onset of the war in Ukraine, the 
renminbi has overtaken the dollar as Russia’s most traded currency. Currently, the renminbi and gold are 
Russia’s primary reserve assets. Over the past two years, China and Russia have established currency swaps 
to facilitate trade between them. Addi7onally, Russia has increasingly u7lized the CIPS3 following the 
SWIFT4 ban. 

A similar trend is emerging between China and Brazil. De-dollariza7on has become a key focus for BRICS 
countries. For instance, in 2013, over 95% of Russia’s exports were denominated in U.S. dollars; by 2022, 
this figure had dropped to less than 40%. Since 2016, the share of U.S. dollars in the global composi7on of 
official foreign exchange reserves has declined from 65.5% to 58.2%, down from 72% in 1999. While there 
has been a slight increase in the euro's share over the past nine years, the last four years have not been 
favorable for the euro in terms of its share of global currency reserves. Our primary focus will be on the 
U.S. dollar and its poten7al compe7tors, not from tradi7onal poli7cal allies like European Union, United 
Kingdom, Japan and others, but from geopoli7cal adversaries such as China, Russia, and Iran. We will 
explore how these na7ons are working to challenge the dominance of the U.S. dollar in global trade and 
finance. This analysis will include examining their strategies for reducing reliance on the dollar, such as 
promo7ng alterna7ve currencies and forming economic alliances. By understanding the mo7va7ons and 
ac7ons of these countries, we can gain a clearer picture of the evolving landscape of global economic 
power and the poten7al threats to the dollar's long-standing hegemony. 
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Figure 1: US dollar and Other Currencies Share of Global Foreign Exchange Reserves (Allocated Reserves), %. 1995-20245 

 
Figure 1 shows only allocated reserves, and it is important to men7on, that unallocated reserves from 
1995 to 2024 decreased from 26% to 7%. Unallocated reserves refer to the por7on of global foreign 
reserves that countries hold without repor7ng the specific currency breakdown to the IMF. This 
classifica7on can have several explana7ons, such as: (1) confiden7ality – some countries may choose not 
to disclose their detailed currency composi7on for economic or poli7cal reasons; (2) incomplete data – 
the repor7ng process may not be standardized across countries, leading to the classifica7on of reserves 
as unallocated; and (3) diverse holdings – some countries hold a mix of reserve currencies in various 
accounts that are not reflected in the IMF's allocated sta7s7cs. 

It is reasonable to assume that, in most cases, the currency composi7on of unallocated reserves closely 
mirrors that of allocated reserves. Therefore, the significant decrease from 26% to 7% suggests a much 
higher rate of de-dollariza7on than what is depicted in Figure 1. 

An increasing number of countries are moving away from the US dollar in favor of trading in other 
currencies. China is ac7vely promo7ng the use of the yuan in trade, especially with countries in Asia and 
Africa. Iran, due to sanc7ons, has sought to conduct trade in euros or other currencies. The same applies 
to Venezuela. Not only have China and Russia begun using their own currencies, but countries such as Iran 
and Russia, Venezuela and China, Brazil and China, Bolivia and China, Turkey, Ghana, India, Malaysia, Saudi 
Arabia, and others are following suit. Countries leading the push for de-dollariza7on are either members 
of BRICS or are in the process of joining the alliance. 

In this paper our first objec7ve is to evaluate the hegemony of the U.S. dollar (USD), it is crucial to conduct 
a historical analysis. Currency strength largely depends on monetary policy, so we will examine the policies 
of the U.S. Federal Reserve over the past 20 years. This period has been par7cularly challenging for the 
U.S. dollar, and analyzing global events that have impacted Federal Reserve policy—and therefore the 
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dollar—is essen7al. Such events may include U.S. involvement in wars, the 2008 Global Financial Crisis, 
the COVID-19 pandemic, and Russia’s conflicts with independent states. 

Our third objec7ve focuses on BRICS. It is important to assess the group's poten7al for expansion, the size 
of its collec7ve economy, and its stance toward Western countries, par7cularly the United States. 

The final objec7ve is to explore poten7al policy responses from the U.S. government and the Federal 
Reserve to maintain the dollar's dominance in the face of rising an7-Western rhetoric, policies, and 
compe77on from BRICS na7ons. 

Historical Context of the US Dollar Hegemony 
The ini7al founda7on for the U.S. dollar becoming a global currency predates the shiSs in global power 
during World War I and World War II. The gold standard was a key factor in making the U.S. dollar one of 
the most stable and successful currencies for decades. 

Star7ng formally in 1870, both Great Britain and, later, the United States adopted the gold standard—a 
monetary system where every unit of currency was backed by a fixed amount of gold held in reserve. This 
meant that the money supply was directly 7ed to the amount of gold reserves, preven7ng central banks 
from prin7ng more money arbitrarily. The gold standard was known for crea7ng a sound and stable 
currency. For example, between 1870 and 1913, the average infla7on rate was -0.75%, meaning the value 
of the U.S. dollar increased over that period, so that by 1913, a dollar was worth the equivalent of 75 cents 
in 1870. As a result, average prices in the U.S. decreased significantly during this 7me. In contrast, in just 
the last five years (2020–2024), prices have risen by 21%, highligh7ng the stability of the gold standard era 
compared to more recent infla7on trends. 

Figure 2: US inflaKon rate. 1870-19136 
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Figure 3: US dollar value during 1870-1913 (1870 prices)7 

 

By the onset of World War I, the U.S. dollar had emerged as the world's most stable currency, with the 
United States posi7oned as the fastest-growing global power. ASer both World Wars, poli7cal and military 
dominance further solidified the U.S. dollar's status, as it became the primary currency for interna7onal 
trade. In 1933, The United States along with other countries, officially moved away from the gold standard. 
There were several formal, but very controversial arguments coming from the government and the main 
one was to fight defla7on with execu7ve order 6102 which prohibited private ownership of gold coins, 
bullion and cer7ficates. Keynesian economic model needed to increase the public spending.   

The next pivotal moment in its rise to becoming the world's dominant currency came with the BreFon 
Woods Agreement in 1944. Under this agreement, the U.S. dollar was backed by gold, and other currencies 
were pegged to the dollar. While this ini7ally resembled a gold standard, the U.S. government soon began 
expanding the money supply, which ul7mately contributed to the collapse of the BreFon Woods system 
in the long term. 

Nevertheless, this system formalized the U.S. dollar's global dominance. The final step in its ascent was 
marked by the collapse of the Soviet Union and the decline of communism, leaving the United States as 
the world's sole superpower. This ushered in an era oSen referred to as "Pax Americana." However, this 
global order now faces significant challenges, primarily from authoritarian governments led by China, 
Russia and Iran8. 
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Figure 4: Nominal Broad Dollar Index (Goods Only) – Monthly Index9 

 

ASer the BreFon Woods system ended, the U.S. dollar remained the world’s dominant currency, but it 
experienced higher infla7on and increased vola7lity compared to earlier periods. Despite this, the Dollar 
Index con7nued to rise un7l the early 2000s, as the dollar remained the key global reserve currency. 

In the 1980s, under Reaganomics, the Federal Reserve raised interest rates, and alongside other economic 
reforms, the U.S. aFracted significant investment and experienced strong economic growth that lasted 
nearly two decades. These years John B. Taylor calls the Rules-Based Era during 1985-2003, when the 
primary goal of the monetary policy was price stability and predictable systemic approach with high 
economic performance. Contrary to the so-called Ad Hoc Era, when monetary policy has been set by the 
“discre7on of authori7es10” and that contributed to much poorer economic performance. Mainly it was 
due to Federal Reserve chairman Paul Volcker star7ng his job in 1979 who conducted the policies of price 
stability and reversed decades long monetary policy of infla7on and later stagfla7on11.  

During the years that followed Reagan era, the dollar began to lose value compared to other currencies 
due to the Fed's low interest rates and expansionary monetary policies. ASer 2014, dollar regained 
strength for a short 7me as the U.S. economy began to recover from the global financial crisis, aided by 
slightly higher interest rates, but then again de-dollariza7on process con7nued. 

Economic Factors Influencing Dollar Hegemony  
OSen economists or other observers forget that the most important thing affec7ng currency is monetary 
policy and talk only about trade and poli7cal events, but as Milton Friedman stated, “infla7on is 
everywhere and always a monetary phenomenon”. So is currency exchange rate, because change in prices 
is the determinant in forma7on of exchange rate. There are two opinions about how the US dollar became 
hegemon currency.  
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In the fiat money era, the Federal Reserve uses several tools to manage the money supply. These include 
Open Market Opera7ons, seVng Interest Rates, and establishing Reserve Requirements, each of which 
has its own specific mechanisms. One of the most prominent tools influencing monetary policy is the 
Effec7ve Federal Funds Rate (EFFR), which has been calculated since 1973. The EFFR represents the cost 
of borrowing for depository ins7tu7ons and government-sponsored enterprises. A lower EFFR encourages 
greater borrowing from the Federal Reserve, which in turn expands the monetary base, ul7mately 
affec7ng the infla7on rate. 

Figure 5: Federal Funds EffecKve Rate, Percent, Monthly, Not Seasonally Adjusted. 1973-202412 

 

Star7ng in 1978, the United States implemented a strict monetary policy and maintained high interest 
rates. ASer 1989, the Federal Reserve gradually lowered these rates, and by 2009, they had nearly reached 
zero. Another tool at the Federal Reserve’s disposal is the Required Reserve Rate, which mandates that 
depository ins7tu7ons hold a specified percentage of each deposit. Since 2020, the interest rate on 
required reserves has been close to zero, indica7ng that the Federal Reserve has chosen not to u7lize this 
tool in its monetary policy. 

Figure 6: Interest Rates on Required Reserves (IORR Rate). 2008-202413 

 

Following the Global Financial Crisis, it became common for governments to implement large economic 
s7mulus packages during 7mes of crisis. This was also the case in 2020, leading to the largest monetary 
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expansion in the na7on’s history. Between 2020 and 2021, M0 increased by 86%, M1 by 414%, and M2 by 
40%. 

Figure 7: Broad Money Aggregates. 1959-202414 

 

The significant expansion of the monetary base led to the highest infla7on rate since the stagfla7on of the 
1970s. Infla7on peaked in 2022, reaching 8%, and 2023 saw the second-highest infla7on rate in the past 
33 years. However, in 2024, infla7on began to decline, dropping to 3.6% in the first half of the year and 
further to 3.2% in August. 

Figure 8: Annual InflaKon, Consumer Prices for the United States, Percent. 1960-202315 

 

The reason for the Federal Reserve infla7onary monetary policy lies in its low level of independence. Not 
only Taylor, but also Allan H. Melzer states that the Fed independence has varied over the years and in 
recent decades under poli7cal pressure, it was reac7ng to short-term developments. Monetary policy 
should be about long-term policies and not short-term interest rates. Also, it is clear that from the crea7ng 
of the Federal Reserve in 1913, its power grows exponen7ally and aSer every financial crisis, new 
regula7ons and monetary tools for interven7on are adopted16. 
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While monetary policy is the most direct and important factor in discussions of the US dollar's strength 
and global dominance, economic growth and stability are also crucial for the United States' status as a 
world superpower. It is important to note that monetary policy influences GDP growth in the medium and 
long term, but other factors also contribute to economic expansion. One of the most cri7cal factors is 
property rights. Without democra7c ins7tu7ons, strong and independent courts, and checks and balances, 
it is impossible to achieve stable, long-term economic growth and societal prosperity. For example, 
although China has experienced rapid economic growth in recent decades, it is difficult to argue that its 
ci7zens enjoy security and prosperity. 

One of the key milestones occurred in February 2022, when, aSer Russia began its war in Ukraine, the 
United States employed the U.S. dollar as a poli7cal tool. In conjunc7on with other trade, fiscal, and 
monetary sanc7ons, the U.S. restricted Russia’s access to the Society for Worldwide Interbank Financial 
Telecommunica7ons (SWIFT). These ac7ons highlight the conflic7ng roles between governments, even 
democra7c ones, and markets. Governments oSen exercise monopoly and coercion, while markets are 
driven by voluntary exchange and decisions based on supply and demand17. 

Another important aspect is general economic freedom. According to the Index of Economic Freedom 
published by the Heritage Founda7on, the United States ranks 10th in terms of property rights and 16th 
in business freedom. In recent years, the US has lost its leading posi7on in economic freedom, although it 
s7ll holds the longest record of freedom globally. For instance, before the COVID-19 pandemic, the 
country’s freedom score was 76.8, but by 2024, it had dropped to 70.1. In 2006, the score was 81.2, placing 
the US 5th. In 1995, the United States ranked 3rd, behind Hong Kong and Singapore. These figures indicate 
that the US has fallen behind other countries in property rights and overall economic freedom for the past 
decades. This decline in economic freedom has contributed to weaker GDP growth. Since 2000, only one 
year—2020—saw the US GDP perform as well as or beFer than the global average, compared to several 
periods between 1961 and 2000 when the US economy outperformed the global average. Before 1961, 
the country’s performance was even stronger. 

Figure 9: Real GDP growth rate. USA vs the World Average. 1961-202318 
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No surprise that with these numbers and less successful performance, United States Dollar lost some 
por7on of hegemony around the world. The lesson from the history is that monetary policy is always a 
crucial component in a long-term na7on development and wrong policy may result in catastrophic 
consequences. Throughout history there are many countries who made such mistakes like Weimar 
Republic aSer WW1, Hungary aSer WW2, Russia and other post-soviet and eastern bloc countries in early 
1990s.  

The U.S. dollar plays a central role in global finance, being used for borrowing, interna7onal payments, 
and trade. As of 2023, 64% of global debt, 58% of interna7onal payments, 54% of trade invoices, and 88% 
of foreign exchange transac7ons are denominated in U.S. dollars. Most interna7onal trade is seFled in 
dollars, even when the United States is not a party to the transac7on. However, in recent years, some 
countries have begun to move away from trading in dollars. For example, in 2023, China and Brazil 
completed their first commercial transac7on using their local currencies—renminbi (RMB) and reals. That 
same year, the RMB surpassed the dollar to become the dominant currency in China's cross-border 
payments. Although the RMB's global market share was only 2.5% in 2023, it grew by 127% over the last 
decade, which may be a point of concern for the United States. 

According to the Atlan7c Council, several factors are necessary for a currency to achieve global hegemony: 
(1) a sizable domes7c economy, (2) importance of the economy in interna7onal trade, (3) size, depth, 
openness of the financial markets, (4) conver7bility of the currency, (5) use of the currency as a currency 
peg or anchor and (5) stable domes7c macroeconomic condi7ons and policies. The United States has 
fulfilled all these criteria for decades and is expected to con7nue doing so. However, rising concerns about 
the RMB and other currencies from BRICS na7ons (Brazil, Russia, India, China, and South Africa), as well 
as countries seeking BRICS membership, present a challenge. For instance, China has a large domes7c 
economy, and when combined with other BRICS na7ons, their collec7ve economic size could surpass that 
of the U.S. Similarly, the importance of these economies in global trade is increasing, with more countries 
op7ng to conduct trade without using U.S. dollars. This has led to growing demand for an alterna7ve, 
"neutral" single currency. 

The benchmarks for currency dominance: conver7bility, use as a peg, and open financial markets—remain 
largely the domain of Western na7ons, posing significant challenges for BRICS countries. Another 
challenge is maintaining stable macroeconomic condi7ons, which can be difficult for authoritarian 
regimes. However, there is specula7on that these countries may aFempt to overcome these hurdles 
through ini7a7ves let’s call an "Asian Gold Standard," where BRICS na7ons could issue a currency backed 
by gold, or an "Asian BreFon Woods system," in which the RMB could be backed by gold and used as a 
reserve currency by other countries. 

De-dollariza7on has already begun, with many authoritarian na7ons in Asia and Africa seriously pursuing 
geopoli7cal unity as an alterna7ve to the Western order. For them, it is a maFer of survival, as history 
shows that Western countries consistently support democracy and human rights, making authoritarian 
regimes vulnerable in the long run. As Peter C. Earle states: “The dollar, in some shape or form, will likely 
be around for a long 7me. Perhaps very long. But by weaponizing dollar dominance and permiVng 
expanding mandates to disorient US monetary policy, the dollar’s fate as the lingua franca of world 
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commerce over the long haul may already be sealed.” Russia's invasion of Ukraine accelerated this process, 
serving as a wake-up call for European na7ons and the United States. Poorly managed sanc7ons on Russia 
had minimal impact on its economy but contributed significantly to the de-dollariza7on and an7-western 
movement19. 

GeopoliAcal Dynamics and the US Dollar 
As previously men7oned, U.S. dollar hegemony must be understood through the lens of free-market 
forces, the government's role in fostering economic stability, and its promo7on of interna7onal poli7cal 
and economic coopera7on. Economic freedom, individual rights, and sound money, underpinned by the 
gold standard, propelled the United States to become the world’s leading economy and superpower. The 
U.S.'s pivotal role in winning World War II, followed by the BreFon Woods Agreement and the global 
collapse of communism, cemented the dollar’s dominance on the world stage. 

In recent years, the second key driver of de-dollariza7on—aSer monetary policy—has been geopoli7cal 
dynamics. ASer the collapse of the Soviet Union, it appeared, as Fukuyama suggested, that “history was 
over”20 and the United States would remain the global hegemon for an extended period. However, by the 
early 2000s, it became clear that Western civiliza7on was facing new threats. These threats included 
terrorism and the rise of authoritarian regimes, led by the Russian Federa7on and China. Vladimir Pu7n's 
ambi7on to rebuild the Soviet Union21, coupled with China's growing economic influence and aspira7ons 
in Asia and Africa, signaled significant challenges to U.S. global leadership. 

Figure 10: GDP of China, United States, European Union, Russian FederaKon and Japan. PPP (Constant InternaKonal $). 1990-
202322 

 

China's growth since the 1990s has been remarkable. In 2001, it surpassed Japan, and by 2017, it overtook 
the United States in terms of purchasing power parity (PPP). While the U.S. economy remains 54% larger 
in nominal terms23, comparing economies based on PPP provides a more accurate measure of their rela7ve 
size. 
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It is important to note that per capita GDP differs significantly between the two countries. In terms of PPP, 
the U.S. per capita GDP stands at $81,695, whereas China's is $24,557. The gap is even wider in nominal 
terms, with the U.S. at $81,695 compared to China’s $12,614. However, GDP per capita alone is not a 
sufficient metric to evaluate the quality of life for the average ci7zen. Other factors, such as the rule of 
law, property rights, and access to goods and services, must also be considered. 

The Chinese economy is undeniably large. While the country may lack key elements such as property 
rights, ins7tu7onal checks and balances, and other factors essen7al for aFrac7ng investment and 
immigrants, these are primarily vital for democra7c na7ons. In authoritarian systems, there is no true 
concept of private investment, as the state controls businesses, and consequently, every currency unit is 
subject to government control. This allows authoritarian regimes to cooperate economically and support 
each other whenever needed. 

Although, like communist systems, this model is inherently inefficient, costly, and unstable in the long run, 
history has shown that authoritarian leaders can not only maintain their power but also expand their 
influence on other countries. Therefore, it is unwise to rely solely on the assump7on that inefficient forms 
of government will collapse on their own. 

The first major geopoli7cal shiS is linked to China’s rise as a global power. In the economic compe77on 
between the United States and China, becoming the world’s largest economy is a symbolic milestone. 
While it is widely acknowledged as inevitable—given that China's popula7on is 4.2 7mes larger than that 
of the U.S.—the moment when China surpasses the U.S. economy for the first 7me in modern history is 
s7ll noteworthy. 

Addi7onally, China’s Belt and Road Ini7a7ve (BRI) is a massive undertaking that will further solidify its 
posi7on as an economic superpower and hegemon in Asia and Africa. The BRI encompasses extensive 
infrastructure projects, such as the New Eurasian Landbridge, the China-Mongolia-Russia Corridor, the 
China-Indochina Corridor, the China-Bangladesh-India Corridor, the China-Pakistan Corridor, the China-
Central Asia-West Asia Corridor, and the Mari7me Silk Road. These projects will significantly increase trade 
and coopera7on among Asian countries. 

While increased trade typically leads to greater prosperity and peace among na7ons, it also grants China 
considerable influence, furthering its hegemonic power. China's dominance has also expanded through 
technological compe77on. Companies like Huawei and TikTok exemplify China’s growing influence in many 
parts of the world. 

The second event that shaped global geopoli7cal dynamics was U.S. foreign policy. Under President 
Obama, several ini7a7ves had far-reaching consequences. Efforts such as the "Reset" with Russia and the 
withdrawal from the Middle East contributed to the rise of ISIS, the Syrian crisis, and allowed Russia and 
China to expand their influence in the region. Iran also grew stronger following the Iran Deal. During 
Obama’s tenure, countries like Hungary, Greece, and Italy, among others, fostered closer 7es with 
authoritarian Russia. Meanwhile, Germany, France, and much of Europe became increasingly dependent 
on Russian oil and gas. Pro-Russian forces even won elec7ons in Ukraine and Georgia. 
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The Trump administra7on con7nued this trajectory, though its focus shiSed more towards confron7ng 
China rather than Russia. The U.S.-China trade war during this period further weakened the U.S.'s global 
economic dominance and contributed to a gradual erosion of its hegemony. 

Another significant geopoli7cal shiS, as men7oned above, was the resurgence of Russia. In the early 
2000s, Russia implemented strict monetary policies, maintained low taxes, and followed fiscal 
conserva7sm. Addi7onally, the country expanded its oil and gas exports, not only to Europe but to other 
regions as well. These policies facilitated stable economic growth, a military revival, and, in 2008, Pu7n 
launched a full-scale war in Georgia. Russia s7ll occupies over 20% of Georgian territory. With a weak U.S. 
response and Obama’s "Reset" policy, Russia was emboldened to annex Crimea in 2014. Even this did not 
serve as a sufficient wake-up call for Western countries, and the severity of the situa7on became evident 
when Pu7n ini7ated another full-scale war, this 7me in the heart of Europe—Ukraine. 

The United States and its Western allies responded with sanc7ons against Russia and military aid to 
Ukraine. However, both were poorly managed, largely due to bureaucracy and poli7cal polariza7on in 
elites within the U.S. and the EU. Military assistance oSen arrived late, aSer Russia had already made 
significant advances, and the same was true for sanc7ons. Furthermore, in many cases, sanc7ons proved 
ineffec7ve. Russia con7nued to procure goods and services through non-sanc7oned countries, par7cularly 
China. This situa7on has only strengthened the rela7onship between Russia and China, turning China into 
Russia's closest partner. 

Since 2022, numerous sanc7ons have been imposed on the Russian Federa7on. The United States, 
European Union, and other Western allies introduced a wide range of sanc7ons, targe7ng Russian 
oligarchs and poli7cians, and placing trade bans on certain materials, electronics, and related goods that 
could be used in the war against Ukraine. In 2022, the Central Bank of Russia lost access to over $400 
billion in foreign reserves. Addi7onally, in 2023, G7 countries froze more than $335 billion in Russian assets 
held abroad. Russia was also banned from the SWIFT interna7onal payment system. The only significant 
reserve commodity Russia retained was its gold reserves, totaling $130 billion. 

The United States and Canada banned all oil and gas imports from Russia, while the European Union 
significantly reduced its dependence on Russian energy. Hungary, which is considered a key Russian ally 
by many poli7cal authors, was the primary reason the EU did not fully halt energy trade with Russia. 
However, the EU plans to completely end its reliance on Russian energy by 2030. One of the most impactul 
sanc7ons appeared to be the G7’s decision to cap the price of Russian oil. This measure ini7ally worked, 
maintaining oil prices around the cap and reducing Russia's oil revenues in 2023. Unfortunately, by 2024, 
the trend had reversed24. 

China, India, and Turkey are the primary buyers of Russian coal, crude oil, and oil products. Within the 
European Union, Hungary and Slovakia are the main consumers of Russian pipeline gas and crude oil. 
These countries are considered Russian allies within the EU due to their pro-Russian and an7-Western 
governments25. 
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The sanc7ons imposed on Russia have pushed it closer to other authoritarian regimes, such as China and 
Iran. BRICS countries have become increasingly ac7ve in transforming their geopoli7cal alignment into a 
more pragma7c unity, aimed at countering Western influence. 

The sanc7ons also underscored the cri7cal importance of gold as the most reliable and stable commodity 
a country can hold as a reserve. ASer Western na7ons imposed sanc7ons on Russia, freezing assets like 
foreign currency reserves and blocking access to interna7onal financial systems, gold stood out as the only 
asset they could neither seize nor prevent Russia from u7lizing. This demonstrated gold’s unparalleled 
value as a hedge against sanc7ons and geopoli7cal risks, offering financial security in 7mes of heightened 
global tension. 

As a result, many authoritarian regimes, par7cularly BRICS countries, have increasingly turned to gold, 
bolstering their reserves as part of a broader strategy to insulate their economies from poten7al external 
pressures. The move reflects a growing realiza7on that in a world where economic sanc7ons are 
increasingly used as a geopoli7cal tool, holding substan7al gold reserves provides a form of economic 
sovereignty. Countries are, therefore, priori7zing gold to reduce reliance on the U.S. dollar-dominated 
financial system and to safeguard their financial stability in the face of poten7al future sanc7ons or global 
market disrup7ons. 

Figure 11: Gold Holdings. 2018=10026 

 
Source: AtlanKc Council, World Gold Council 

On its own, gold has many advantages. First of all, it guarantees stable currency and low or no infla7on. 
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Under gold standard, countries cannot manipulate currency and also their trade deficit and surplus tend 
to decrease in a medium and long run. Another very important advantage is that gold standard leads to a 
global standardiza7on. It is the perfect way out for example for BRICS countries to adjust their currencies 
to each-other, introduce single currency backed by gold or use Renminbi as an anchor currency therefore 
significantly reduce their dependence on U.S. dollar.  

China is a dominant gold reserve holder from 2005, when it surpassed Japan. Currently China holds 
approximately 23% of world’s gold reserves, while in 2001 it held less than 8%. In 2000 Japan had 17% of 
the world gold reserves, while current EU countries about 21% and now they have 9% and 13% 
respec7vely. Saudi Arabia more than tripled its share, Russia quadrupled, and India doubled their share in 
global gold holdings. China, Russia, Saudi Arabia and India are BRICS countries and in total they have 35% 
of total global gold reserves, with Brazil and Hong Kong – 40%, while EU, Japan and the United States have 
only 27%.  

Figure 12: Global Share of Gold Reserves (from Total Reserves (US$ Millions). Top 10.  2000-202327 

 

In recent years, BRICS countries have not only been ac7vely purchasing gold, but they are also considering 
adop7ng gold as a reserve currency. For instance, the Atlan7c Council notes that Russia and China are 
moving toward gold-backed currencies28. De-dollariza7on was one of the key topics discussed at the 2023 
BRICS Summit in South Africa. However, differences among the countries delayed the crea7on of a single 
currency. During the summit, Brazil’s President Luiz Inacio Lula da Silva stated, “The crea7on of a currency 
for trade and investment transac7ons between BRICS members increases our payment op7ons and 
reduces our vulnerabili7es.”29 During a visit to China, he also remarked, “Why can’t we conduct trade using 
our own currencies? Who decided that the dollar should be the dominant currency aSer the 
disappearance of the gold standard?”30 This clearly signals that Brazil, alongside Russia, supports the idea 
of a single currency. Russian embassy in Kenya also declared that “the BRICS countries are planning to 
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introduce a new trading currency, which will be backed by gold”.31 Alexander Babakov, deputy chairman 
of Russia’s State Duma said in Delhi that Russia is now spearheading the development of a new currency 
under BRICS umbrella32. During 2024 BRICS summit in Kazan, Russia, Indian Prime Minister Narendra Modi 
welcomed the efforts to increase financial integra7on among BRICS countries, trade in local currencies 
and smooth cross-border payments will strengthen our economic coopera7on33. During the summit, 
Russian State Duma Speaker Vyachaslav Volodin also wrote in his Telegram channel that “The 7me of 
hegemony of Washington and Brussels is passing”34.  

In contrast, South Africa’s Finance Minister pointed out that establishing a single currency would require 
a unified central bank, which would result in a loss of monetary independence—something no country is 
ready for.  

These differing perspec7ves underscore the challenges BRICS countries face in adop7ng a unified currency. 
The poli7cal and economic coordina7on required, alongside concerns over losing monetary 
independence, means that a single currency remains a distant goal. In the mean7me, more prac7cal 
alterna7ves could include individual countries re-adop7ng the gold standard, linking their currencies to 
gold, or pegging their currencies to the Renminbi, which could itself be backed by gold. These op7ons 
would provide a gradual shiS toward a more gold-based system without the complexi7es of crea7ng a 
shared BRICS currency. 

While South Africa’s Finance Minister’s concerns are valid, it’s important to note that not all BRICS 
countries and poten7al members have floa7ng exchange rates and, therefore, independent monetary 
policies. For example, the United Arab Emirates’ currency is pegged to the U.S. dollar, as are the currencies 
of Cameroon, the Central African Republic, Senegal, Iraq, Saudi Arabia, Yemen, and others. Addi7onally, El 
Salvador and Zimbabwe are dollarized, which goes beyond lacking independent monetary policy—they 
are directly dependent on the Federal Reserve’s monetary policy. 

Figure 13: Currency Regimes for BRICS member and countries that expressed interest or officially applied for joining the Alliance35.   
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Figure 13 shows that only 35% of countries have an independent monetary policy. The majority of other 
countries have currencies that are either fully pegged or managed according to global basket currencies 
like U.S. dollar, euro, Swiss franc, etc. This suggests that most countries would likely be willing to either 
peg their currency to the Renminbi or gold or adopt a new BRICS single currency if they are considering 
joining BRICS and reduce their economic dependency on western countries.  

BRICS Na)ons and Their Poten)al 
BRICS, founded in 2009, is an acronym for its five ini7al member countries: Brazil, Russia, India, China, and 
South Africa. Ini7ally, BRICS represented na7ons with emerging economies, large territories, substan7al 
popula7ons, and significant market poten7al. Over 7me, the organiza7on has come to symbolize an 
alliance of authoritarian governments aimed at reducing Western hegemony and promo7ng a mul7polar 
world order. 

The BRICS countries represent 45% of the world’s popula7on and 45% of its land area. In terms of global 
wealth, their combined GDP amounts to $27.4 trillion (in current U.S. dollars), accoun7ng for 26% of global 
GDP. When measured by purchasing power parity, BRICS' GDP rises to nearly $66 trillion, represen7ng 
35.7% of the global economy. These figures are significant, and BRICS has substan7al poten7al to challenge 
the unipolar world order, poten7ally crea7ng greater geopoli7cal issues than those posed by individual 
na7ons such as Russia, China, and Iran. 

Many countries have expressed interest in or have already applied to join BRICS. One notable example is 
Turkey, a NATO member that has recently adopted an increasingly an7-Western stance. Turkey's accession 
to BRICS would represent a significant setback for Western allied forces due to its geopoli7cal, economic, 
and military implica7ons. The other countries are mainly from Africa, South America and Asia. Only one 
country – Belarus is from the European con7nent which is Russia’s closest ally for many years. By 2024, 19 
countries have applied to join BRICS while another 21 expressed interests.  

Table 1: Countries that expressed interest or officially applied for joining into BRICS36 

# Expressed Interest Region # Officially Applied Region 
1 Angola Africa 25 Algeria Africa 
2 Cameroon Africa 26 Senegal Africa 
3 Central African Republic Africa 27 Zimbabwe Africa 
4 Congo Africa 28 Bolivia Americas 
5 DR Congo Africa 29 Cuba Americas 
6 Ghana Africa 30 Venezuela Americas 
7 Libya Africa 31 Azerbaijan Asia 
8 Nigeria Africa 32 Bahrain Asia 
9 South Sudan Africa 33 Bangladesh Asia 

10 Sudan Africa 34 Kazakhstan Asia 
11 Tunisia Africa 35 Kuwait Asia 
12 Uganda Africa 36 Malaysia Asia 
13 Colombia Americas 37 Pakistan Asia 
14 El Salvador Americas 38 Pales7ne Asia 
15 Nicaragua Americas 39 Saudi Arabia Asia 
16 Peru Americas 40 Turkey Asia 
17 Afghanistan Asia 41 Thailand Asia 
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18 Indonesia Asia 42 Yemen Asia 
19 Iraq Asia 43 Belarus Europe 
20 Laos Asia    
21 Myanmar Asia    
22 Sri Lanka Asia    
23 Syria Asia    
24 Vietnam Asia    

If all the proposed countries were to join BRICS tomorrow, it would become the largest poli7cal and 
economic bloc in the world. This expanded BRICS coali7on would control more than 50% of global GDP 
when measured by purchasing power parity (PPP, Interna7onal $) and encompass approximately 71% of 
the world’s popula7on. Such an en7ty would not only dominate global economic output but also wield 
substan7al poli7cal influence, poten7ally reshaping the global balance of power and challenging exis7ng 
interna7onal ins7tu7ons and alliances. The sheer scale of this group could significantly alter the dynamics 
of global governance, trade, and diplomacy. 

Figure 14: GDP Current US dollars and GDP PPP Current InternaKonal dollars, Trillion. BRICS, U.S. & Allies37, PotenKal BRICS38. 
202339 
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harmful monetary policies that have contributed to reduced wealth crea7on, no7ceable deteriora7on in 
the demographic environment, marked by declining birth rates, aging popula7ons, and increasing 
migra7on challenges. As a result, the world appears to be returning to a bipolar dynamic, not between 
capitalism and socialism, but between authoritarianism and democracy. Today, many BRICS countries have 
extremely different geopoli7cal interests in general, but against the western dominance, authoritarian 
model of government can be the key connec7on between BRICS na7ons40.  

World Map: NATO, EU and allied countries (blue) vs BRICS and potenKal BRICS countries 

 

There are s7ll numerous challenges facing the BRICS countries, including poli7cal instability, lack of 
property rights in some regions, varying poli7cal systems, and internal compe77on—most notably 
between China and India. Despite these issues, BRICS na7ons have demonstrated significant resilience, 
managing to maintain growth in the face of Western sanc7ons. Economically, demographically, and 
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further exploring regional trade agreements and the possibility of conduc7ng transac7ons in local 
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themselves from global economic vola7lity and external poli7cal pressures. 

While challenges persist, BRICS countries are successfully building alterna7ves to tradi7onal financial 
systems and increasing their global influence through economic growth and strategic partnerships. The 
crea7on and strengthening of ini7a7ves like the NDB and de-dollariza7on ini7a7ves showcase their 
determina7on to shape a new global financial order, which reflects their interests and priori7es. 

In the long run, if BRICS con7nues to strengthen its poli7cal, economic, and military coopera7on, it could 
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present a significant challenge to the Western-dominated world order. One of the most discussed topics 
among BRICS countries is the poten7al introduc7on of a new single currency to replace the U.S. dollar and 
reduce U.S. economic influence. Some member states, including Iran, Russia, and China, have already 
finalized agreements to trade with each other using their local currencies instead of the dollar. 

For today, adop7ng a common currency may seem impossible in recent years, but it is essen7al to conduct 
deeper research into the subject to assess how realis7c the monetary threat from the East is and what 
steps the United States can take to prevent the deglobaliza7on of its currency. 

Prospects for the Future 

In economics, discussing the future is often considered unwise due to the numerous variables and 
uncertainties, making it impossible to predict outcomes with precision. This is why economics tends to 
focus more on evaluating the past than predicting the future. The same is in political science41. However, 
there are instances when exploring various future scenarios still may be appropriate. When it comes to 
the hegemony of the US dollar and its potential challenges, there are only three possible outcomes: 

1. A gradual loss of dominance 
2. A more rapid decline 
3. Maintaining the dominance 

Gradual loss of dominance 
The gradual erosion of a currency's dominance is closely 7ed to the diminishing economic strength and 
declining poli7cal power of a na7on42. Most historical examples of global powers demonstrate that 
currency issues were among the most significant factors in their loss of global dominance, ul7mately 
leading to either the collapse of the hegemon or substan7al weakening. 

For instance, aSer Augustus' monetary reforms in the Roman Empire, the purity of silver coins was around 
97-98%43. However, over 7me, to fund rising fiscal demands, waste, and military campaigns, subsequent 
emperors reduced the silver content, which caused infla7on. By around 300 A.D., the silver content of the 
Roman denarius had fallen to just 2%44. Infla7on skyrocketed, and the Roman Empire soon fell. 

A similar situa7on occurred in the Bri7sh Empire. In 1717, the pound sterling was fixed to gold, which kept 
infla7on low. However, during the Napoleonic Wars in the early 1800s, the retail price index rose from 100 
to 400. In addi7on to infla7on, the na7onal debt exceeded the size of the en7re Bri7sh economy. Another 
significant surge in infla7on occurred during World War I, when the average annual infla7on rate was 
15.3%, with a total infla7on rate of 75% during the war. 

ASer abandoning the gold standard, high infla7on became a persistent issue in the United Kingdom. The 
history of decoloniza7on and the decline of the Bri7sh Empire aligns closely with high infla7on and the 
devalua7on of the pound sterling. Before abandoning the gold standard, Britain had lower infla7on than 
countries like France, Germany, Italy, and Japan. However, between 1950 and 1993, Britain faced higher 
infla7on levels than many of these na7ons45. 
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Figure 15: Great Britain inflaKon from 1900 to 1993. Geometric averages46. 

 

Infla7on was the biggest problem faced by the Weimar Republic in the 1920s, par7cularly between 1919 
and 1923. It contributed to the destruc7on of democracy in Germany and paved the way for the rise of a 
totalitarian regime, which ul7mately culminated in Nazi rule47. From 1919 to 1921, infla7on was in the 
double digits, but by January 1923, annual infla7on had soared to 2,685%, and by November, it had 
reached a staggering 750 billion%. Inappropriate monetary policy led Germany into extreme economic 
depression and facilitated the rise of Hitler and na7onalist-socialists within the country. 

The first and most realistic, though undesirable, scenario for the US dollar is a gradual loss of its hegemony 
over time, as has been happening in recent decades. For instance, over the past 25 years, from 1999 to 
2024, the average rate of de-dollarization has been -0.51 percentage points per year. This suggests that 
by 2074, the US dollar’s share in global currency reserves could fall below 36%, compared to today’s 58% 
and with wrong monetary, fiscal, trade and foreign policies, political and military dominance also will be 
downgraded. 

Figure 16: U.S. dollar share in the world currency composiKon for the last 25 years. From 1999 to 2023, and future trend based on 
a 25-year average growth rate, %48. 
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With a 36% share in global reserve composi7on, the United States would s7ll hold the top posi7on. 
However, this is not just about being first on the list; it’s about maintaining hegemony and how widely the 
currency is used across the world. If current trends con7nue, and the Federal Reserve and U.S. government 
maintain the same monetary, economic, and public policies as they have over the past decade, the U.S. 
dollar will no longer be the dominant global currency within two decades. 

To see a clear perspec7ve, we must zoom out and view global events on a larger scale. The United States, 
a global power, has experienced high infla7on rates during various periods, especially aSer the COVID-19 
pandemic and aSermath, which has gradually eroded its dominance. De-dollariza7on is occurring in a high 
pace that has not only economic, but mainly poli7cal reasons, and without a solid, long-term monetary 
reform, this concerning trend will persist. In just four or five decades, the United States could not only fall 
behind many countries economically but also lose its posi7on as a central financial leader. 

A more rapid decline 
Another poten7al future for the U.S. dollar is the loss of its hegemony in the medium term, for example, 
over a 20 to 25-year period. In recent years, unfriendly countries have made efforts to reduce and 
eventually eliminate their dependence on the U.S. dollar and the U.S. economy as a whole. This trend will 
likely accelerate the process of de-dollariza7on, but it is impossible to quan7fy and translate into numbers 
this accelera7on process or predict the exact rate at which it will occur, and thus, how many years the U.S. 
dollar has leS as the world's leading currency. Poli7cal posi7ons and future developments are not easily 
measurable, and no one can accurately predict the future, especially in economics and par7cularly with 
specific numbers. Therefore, it would be more appropriate to examine the past eight years of U.S. dollar 
hegemony decline and use that as a basis for forecas7ng the next 20 to 25 years, as this period already 
contains an observable accelera7on rate and trend. From that perspec7ve, by 2050, the U.S. dollar's share 
of global currency composi7on could fall to 32%, which is nearly half of today’s figure. 

Figure 17: U.S. dollar share in the world currency composiKon for the last 8 years. From 2016 to 2023, and future trend based on 
an 8-year average growth rate, %49. 
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As men7oned above, COVID-19 and the war in Ukraine have accelerated the process of de-dollariza7on, 
as more authoritarian countries are pushing back against the U.S. dollar. Currently, 43 addi7onal countries 
have expressed interest in joining BRICS, including some whose currencies are pegged to the U.S. dollar. 
In addi7on, in the list of these countries is Turkey, an authoritarian state and a current NATO member. This 
represents a significant poli7cal statement regarding geopoli7cal shiSs, even though there has been no 
men7on of Turkey leaving the North Atlan7c Treaty Organiza7on. 

OSen cataclysmic changes are not a subject of evolu7on but some bold events that change rules of the 
game. In our scenario it may be some monetary ac7on from the United States geopoli7cal foes and 
economic compe7tors. To create a strong monetary compe7tor for the U.S. dollar, several factors must be 
given into considera7on50.  

First and foremost, a currency can exist for poli7cal reasons, not just economic ones. The euro is a prime 
example. The European Union was formed not only to promote free trade but also for poli7cal reasons, 
par7cularly to prevent future wars on the European con7nent. This poli7cal mo7va7on was arguably the 
most important factor. In 1999, the euro was introduced as a single currency, and today, the Eurozone 
comprises 20 European member states. Currently, the euro accounts for nearly 20% of global currency 
reserves, making it the second most-held reserve currency aSer the U.S. dollar. The euro reached its peak 
in 2009, when it represented 28% of global reserves. Since then, over the past decade, it has maintained 
a stable rate of around 20% on average.  

The second and third essen7al factors are having of a fiscal union and trust, which comes from an economy 
with strong property rights. These elements contribute to currency stability and foster trust, making it 
suitable for use as a reserve by various countries. For example, the EU, while moving slowly, is progressing 
toward a fiscal union and has a long-standing tradi7on of property rights and economic coopera7on. In 
contrast, for BRICS, forming a fiscal union is nearly impossible due to a range of factors, from geographical 
reasons to differing government systems. Addi7onally, many of these authoritarian regimes have ignored 
property rights for decades, undermining economic freedoms. What liFle economic freedom exists oSen 
relies on basic bureaucra7c procedures, low tax rates, controlled monetary policies, and fiscal discipline 
that that western countries lack for the last decades.  

In recent decades, and especially following Russia's invasion of Ukraine in 2022 and Iran-backed terror 
aFacks on Israel in 2023, it has become evident that authoritarian regimes are increasingly aligning against 
Western adversaries and adap7ng to new circumstances at a rapid pace51. This suggests that they now 
have stronger poli7cal mo7va7ons than ever to create a shared currency or monetary union, and many 
are already considering it. While they may have the poli7cal will, what they lack and will con7nue to lack 
are a fiscal union and strong property rights. These are cri7cal, yet unrealis7c, factors for establishing a 
unified monetary regime for those countries. This is where gold comes into play. Gold can act as a 
subs7tute for poli7cal instability, weak property rights, and unpredictable policies of authoritarian 
governments. As an asset and a symbol of stability and prosperity, gold could provide the founda7on for 
these regimes to create a more stable monetary system. By adop7ng gold as a reserve asset and fixing 
their currencies to it, they could poten7ally reduce, and eventually end, their dependence on Western 
currencies and economies.  
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There are several op7ons for adop7ng gold, but the two most realis7c scenarios are either establishing a 
BRICS single currency backed by gold or adop7ng a gold standard for the Renminbi, with other BRICS 
member states pegging their currencies to it (similar to the BreFon Woods system). BRICS countries, both 
current and poten7al members, already account for 50% of the world’s reserves, significantly surpassing 
Western countries, and this number con7nues to rise each year. Although their economies represent only 
34.7% of global nominal GDP, there would likely be no issue in terms of gold reserves to support adjus7ng 
their currencies to this asset.    

Adop7ng a single BRICS currency would require all member countries to relinquish their individual 
monetary policies, transform their central banks into a unified monetary authority, and adopt common 
centralized tools and policies with shared constraints. Given the number of authoritarian regimes involved, 
this approach is highly unrealis7c at present, as surrendering such significant power is not typical in 
authoritarian countries. Moreover, these na7ons have varying fiscal policies, which would further 
complicate the implementa7on of a unified currency.  

Considering the arguments above, a more realis7c gold-based solu7on would be to establish a system 
similar to BreFon Woods, where the Renminbi is backed by gold, and other countries peg their currencies, 
either fully or par7ally, to the Renminbi. These countries would use the Renminbi for all interna7onal 
trade, investment, and other financial ac7vi7es. This approach does not require full consensus among 
BRICS countries; it would be sufficient for a majority to join the new 'Renminbi Area,' like the Eurozone. 
The success of the 'Renminbi Area' would likely determine whether addi7onal countries choose to join. 

If BRICS countries successfully implement such a policy, and the U.S. dollar con7nues to have infla7onary 
record and is used as a poli7cal tool, the global monetary landscape could shiS. As the dollar becomes less 
reliable for some na7ons, more countries will be mo7vated to seek alterna7ves and align with those 
offering more stable and trustworthy monetary regimes. This could lead to an increasing number of 
na7ons distancing themselves from the U.S. dollar and band-wagoning with countries that demonstrate 
stronger financial stability, reducing their dependency on Western currencies in favor of new, more 
predictable systems.   

Maintaining the dominance  
In the current era of de-dollariza7on, hal7ng or reversing the global trend is becoming increasingly 
challenging. Nevertheless, if the U.S. government seeks to preserve its economic, financial, and poli7cal 
dominance, the Federal Reserve must priori7ze 7ghtening monetary policy and implemen7ng long-term 
strategies. These strategies should focus on fostering sustainable economic growth rather than being 
swayed by short-term economic or poli7cal objec7ves. To complement these efforts, the federal 
government must reduce its fiscal demands, star7ng with a rapid reduc7on in the budget deficit. 
Furthermore, it is cri7cal that the government refrains from relying on Federal Reserve policy to finance 
its liabili7es, as such ac7ons undermine the long-term stability of the U.S. economy. A disciplined approach 
to both fiscal and monetary policy is essen7al to maintaining investor confidence and ensuring the U.S. 
remains an aFrac7ve des7na7on for global capital, even in the face of the de-dollariza7on trend. 
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The primary mission of all currencies worldwide is to ensure price stability. This is the central func7on of 
every country's central bank. To slow the pace of de-dollariza7on, the first priority is to maintain a minimal 
or no infla7on at all (nearly zero). Achieving this requires depoli7cizing the Federal Reserve and 
implemen7ng a strict monetary policy that adjusts interest rates and applies quan7ta7ve 7ghtening 
whenever necessary, not just when poli7cally convenient.  

To demonstrate its commitment to figh7ng infla7on and restoring sound monetary policy, the Federal 
Reserve should cease financing the federal budget by purchasing Treasury securi7es. A legal ban on this 
prac7ce would send a strong signal to the market that the Fed is serious about controlling infla7on.  

Another tool to combat infla7on is not only raising the policy rate but also keeping it higher than the 
supply-demand equilibrium rate, ensuring that commercial banks borrow from the Fed only when they 
have a cri7cal need for liquidity. While there are more transforma7ve approaches to overhauling the 
system, such as reintroducing the gold standard or even abolishing the Fed, addressing specific monetary 
policy reforms requires more in-depth research. 

There are more policy tools that affect the confidence in the U.S. dollar and fiscal policy is the second most 
important aSer monetary policy. First of all, reduc7on the budget deficit is crucial to borrow less and in 
best scenario not to borrow at all from the Federal Reserve. As men7oned earlier legal ban on this 
instrument will be a bold step towards fixing the system. Secondly, reforming tax system so that saving 
and investment to be encouraged will greatly affect currency stability and confidence. Fewer and less 
taxa7on means more saving and investment52. 

Another key area for reform is trade. Expanding trade partnerships and pursuing both bilateral and 
mul7lateral free trade agreements will help promote transac7ons in U.S. dollars. Trade wars, such as the 
one with China in 2016, ul7mately weaken the U.S. currency by encouraging other countries to seek 
alterna7ves and reduce their reliance on the U.S. dollar. It is essen7al not only to promote free trade with 
other na7ons but also to implement a corresponding energy policy. The more the United States trades its 
natural resources, the greater the dominance of the U.S. dollar over other economies. For example, in 
recent years, Russia has denominated its energy prices in Russian rubles, using this strategy as a tool to 
counter dollariza7on. 

In conclusion, implemen7ng strict monetary and fiscal policies, along with reforms in trade and regulatory 
frameworks, is crucial to achieving greater economic freedom. Such freedom is not only the cornerstone 
of sustaining long-term, high GDP growth but also essen7al for aFrac7ng global investment back into the 
country and enhancing overall economic capabili7es. These reforms have far-reaching implica7ons across 
various sectors, and each area requires comprehensive analysis, strategic planning, and targeted research. 
While it is clear that a holis7c approach encompassing fiscal responsibility, trade openness, and regulatory 
efficiency is necessary, this paper specifically focuses on the monetary capabili7es of the United States. 
Future research should dive deeper into these interconnected areas to provide a more detailed roadmap 
for strengthening the U.S. economy and reinforcing its global financial leadership. 
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Conclusion 
The hegemony of the US dollar emerged from several historical factors. It began with the gold standard, 
which did not imply strict monetary policy but rather the absence of one. During this period, the US dollar 
experienced decades of apprecia7on and general price level reduc7on, driven by industrializa7on and 
technological progress. However, wars and the growing size of government eventually made the gold 
standard incompa7ble with poli7cal and economic policies of the government. However, aSer World War 
II, the United States and its allies adopted the BreFon Woods system, a weaker version of the gold 
standard, which formally recognized the US dollar as the world's leading currency. ASer that, the collapse 
of the Soviet Union and communism in the early 1990s further solidified the United States' status as the 
sole global superpower, reinforcing the dominance of the US dollar by providing stability, fostering future 
economic development, and strengthening interna7onal trust in the currency not for the monetary, but 
for the poli7cal reasons. 

In the late 20th and 21st centuries, the United States has faced growing challenges from China, Russia, 
Iran, and other authoritarian governments. These na7ons have even formed a coali7on called BRICS, 
aimed at reducing Western dominance over Asian, African, and South American na7ons. Many more 
countries are eager to join BRICS and including them the coali7on will represent 71% of the world’s 
popula7on and 50% of the global economy (in PPP, current interna7onal $). Their primary goal is to 
diminish Western influence, allowing them to operate without dependence on liberal-democra7c na7ons, 
freeing them to pursue inhumane and ruthless policies that secure the future for their authoritarian 
leaders, while crea7ng hardship for masses living in their countries. 

The weakening dominance of the US dollar opens the door for the rise of authoritarian regimes' 
currencies, such as the Chinese renminbi and the Russian ruble. Every space leS by the retrea7ng United 
States will be filled by growing authoritarian influence. Ul7mately, this shiS poses an existen7al threat not 
only to neighboring or regional na7ons of the authoritarian countries but to any global compe7tors, 
including the United States, European Union, Japan and others. 

The implica7ons of the shiS in currency dominance will be far-reaching. The US dollar has long served as 
the world’s primary reserve and trade currency, providing the United States with lower borrowing costs 
and significant geopoli7cal leverage. However, this status is now under threat due to the accelera7ng 
process of de-dollariza7on. This trend is driven not only by the rise of authoritarian governments but also 
by poor policy decisions made by the Federal Reserve and the US government. Years of expansionary 
monetary policies have led to infla7on, increased market vola7lity, and a growing lack of trust in the US 
dollar. 

The responsibility for this lies in infla7onary monetary prac7ces, deficit spending, declining economic 
freedom, and weakened foreign policies. These factors have contributed to the erosion of confidence in 
the dollar, intensifying the global shiS away from US currency dominance. 

De-dollariza7on process in on a fast pace, when it cannot be ignored any more by the United States 
policymakers. Everything is moving towards mul7polar world like during the cold war and during earlier 
periods of 7me where long-las7ng peace and prosperity did not exist. Where trade and finance were not 
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global phenomenon and countries were oriented on na7onalis7c policies like closing borders, 
mercan7lism and protec7onism in trade and spending more and more money on military. That was not a 
world were US or European ci7zen would live and they are totally not ready for another cold war this 7me 
with much more geopoli7cal foe than the Soviet Union and its communist allies. 

The de-dollariza7on process is advancing rapidly to the point where it can no longer be ignored by US 
policymakers. The world is shiSing towards a mul7polar order, like the Cold War era and earlier 7mes 
when long-las7ng peace and prosperity weren’t op7ons at all. In those periods, trade and finance were 
not global phenomena; instead, na7ons pursued na7onalist policies, closing borders, embracing 
mercan7lism and protec7onism, and increasing military expenditures. This is not the kind of world that 
American or European ci7zens are accustomed to for the last decades, nor are they prepared for a new 
Cold War especially one with geopoli7cal adversaries far more complex and powerful than the Soviet 
Union and its communist allies.  

There are three possible scenarios for the future of the U.S. dollar: (1) a gradual loss of dominance, (2) a 
more rapid decline, and (3) maintaining the dominance. All else being equal, a gradual loss of dominance 
seems inevitable, as this process has already been underway for years, driven by the ongoing de-
dollariza7on efforts of other na7ons, especially China, Russia and Iran. However, if addi7onal factors such 
as geopoli7cal developments, ac7ons by the Federal Reserve and U.S. government, and the policies of 
authoritarian BRICS regimes are considered, a more rapid decline in the dollar's dominance becomes 
increasingly plausible. 

BRICS countries have several op7ons to accelerate this process, such as introducing a gold-backed single 
currency or establishing an "Asian BreFon-Woods" system, in which the Chinese renminbi would be 
backed by gold, with the currencies of BRICS members and poten7al partners pegged to the renminbi. 
While other monetary scenarios are possible, achieving and sustaining currency dominance requires both 
fiscal union which is unrealis7c for many reasons, especially geographic ones, and strong property rights - 
the element currently lacking in all the authoritarian states. To compensate for the absence of these, gold 
could serve as a subs7tute, as it has a long history of providing stability and success in monetary policy. 
Moreover, BRICS na7ons have accumulated gold reserves that exceed their share of the global economy 
and con7nue to increase their holdings, reducing their reliance on the U.S. dollar. 

The third scenario – maintaining the dominance of US dollar is very difficult to achieve without sum of 
changes in monetary, fiscal, regulatory, trade and foreign policies of the United States. This paper oriented 
more on monetary policy other than the rest, but in overall, everything is interconnected, and strong 
monetary policy needs excep7onal economic freedom in the country to have not only sound money, but 
investment desire for the global businesses, high economic growth and with all that the country can 
reverse the current trend of losing a leading role in global economy and poli7cs. 

The third scenario - maintaining the dominance of the U.S. dollar would be very difficult to achieve without 
significant changes in the United States' monetary, fiscal, regulatory, trade, and foreign policies. While this 
paper focuses primarily on monetary policy, it is important to recognize that all these areas are 
interconnected. The Federal Reserve must adopt the policies that ensure price stability in a long run. For 
this it is essen7al for the monetary authority not to use its power for pollical purposes and must not 
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finance the government as well as must stop subsidizing private sector through commercial banks. A 
strong and dominant currency requires not only a strong monetary policy, but a high degree of economic 
freedom within the country to ensure sound money and to aFract global investment and foster high 
economic growth. With these condi7ons in place, the U.S. could poten7ally reverse the current trend of 
losing its leading role in the global economy and poli7cs.  

The future of the dollar’s hegemony will depend on how effec7vely the US responds to the challenges 
men7oned above. While BRICS countries are not yet successful in replacing the dollar as a hegemon 
currency, their growing economic influence and coordinated efforts to challenge the status quo suggest 
that US policymakers must be prepared for more push from the authoritarian governments in promo7ng 
their monetary and therefore poli7cal agenda. Failure to do so may result in a gradual erosion of the 
strategic and economic benefits that the US has long enjoyed. 
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