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TQO: The Potential for a Global Currency
The concept of a global currency has re-emerged in recent years due to the increasing rate of globalisation, financial instability and the rise of technological innovation. Though there is not a global currency in use currently, a notable example of an internationally used currency in the Euro (1999-present) controlled by the European Central Bank. Which is the second largest reserve currency holding around ~20% of global reserves, behind the USD which holds ~60%. 
What is a Global Currency?
It is a universal form of money used by multiple countries, similar to existing international reserve assets like the International Monetary Fund Special Drawing Rights but with the intent for broader, everyday economic use. In simpler words, a Global Currency would be a single, internationally accepted form of money not tied to any one country.
Many may argue (USA) that within global trading the US Dollar is closest to a global currency. Global commodities like oil are traded with USD, specifically the petrodollar. This may suggest that the US dollar may be the most appropriate for a global currency. However, concerns regarding the US’s immense national debt which exceeds $30trillion, and its recent risky monetary policy regarding inflation and interest rates could have a detrimental spillover impact on the global economy. 
A key example to understand the concept of a global currencies everyday economic use would be the Euro, the shared currency across the European Union. It could be argued that the euro is a global currency, but the counterargument to that would be its lack of dominance within international monetary reserves.
Digital Currency
Though digital currencies, for example; Bitcoin, are globally used they are not considered a global currency as they are highly volatile and are not a legal tender. As they are not supported by a central bank or government, they cannot be recognised as an official global currency. 
Nations may consider implementing the use of digital currency within their policy to potentially support a Global Currency, with the awareness that a digital currency alone will not be considered a Global Currency.
Rationale for a Global Currency
Having a Global Currency would address structural inefficiencies as the current global monetary system relies heavily on a small number of dominant national currencies. This creates issues like exchange rate fluctuations which can increase the cost and instability of international trade and investment. A potential global currency could reduce these frictions by providing a stable and predictable medium of exchange across borders. 
Global currency would not be tied to any one country, this would make it a neutral option for international transactions which in turn, may reduce geopolitical tensions linked to currency dominance and limit the influence of specific nations over global financial matters.
Economists argue that there are pre-existing tools that could be advanced into a global currency. Shared monetary tools such as Special Drawing Rights demonstrate a financial asset that is collectively managed that can support global liquidity. 
Potential Benefits of a Global Currency
Greater efficiency in Trade and Finance: A single global currency would eliminate the need for currency conversion, which would reduce transaction costs and simplify international trade. This would benefit businesses and investors by decreasing financial risk and increasing price transparency. 
Improve financial stability: Global Currency would lower volatility in exchange markets by reducing dependence on individual national currencies. This could make the global financial system more resilient to economic shocks that originate in one country and could provide a collective mechanism of support in an event of economic crisis.
Broaden financial inclusion: A global currency could open a space in the global economy for investors and businesses from less dominant nations to enter and expand in. This could especially work if implemented digitally as it would be present regardless is banking infrastructure is limited.
Risks of a Global Currency
Loss of national monetary control: Adopting a Global Currency would require countries to give up control over their own monetary policy. This would make it harder for governments to respond to domestic economic challenges such as inflation and unemployment.
Lack of trust in government implantation: Managing a global currency would require a central authority or coordinated system that is trusted by all participating countries. Due to political polarisation and uneven economic development within countries, establishing such a system would be a challenge.
Unequal Economic Impacts: A single currency may benefit some countries more than others as countries have different economic structures and levels of productivity. If not done right, a global currency may widen global inequalities even more.
Security risks: A unified currency system, especially digital, could be a major target for cyberattacks. Any disruption could have widespread consequences across the global economy. 
What Should Governments Consider?
A global currency would require strong and inclusive international governance. In order to function effectively, participating countries would require clear and transparent rules for how the currency is issued, managed and regulated. This would require accountability mechanisms involving legal and financial alignment across jurisdictions. 
In matters of crisis, a global currency would require safeguards and robust frameworks to ensure stability within conflicts between countries.

Glossary
Reserve Currency- A currency held in significant quantities by governments for international transactions (e.g., US dollar).
Special Drawing Rights (SDR’s)- An international reserve asset created by the International Monetary Fund based on a basket of currencies.
Central Bank Digital Currency (CBDC)- A digital form of a national currency issued by a central bank.
Foreign Exchange Reserves- Assets held by central banks in foreign currencies to support their own currency and economy.
Foreign Exchange Reserves- Assets held by central banks in foreign currencies to support their own currency and economy.
Exchange Rate- The value of one currency relative to another.
Useful Links
Understanding monetary reserves- https://www.investopedia.com/terms/m/monetary-reserve.asp#:~:text=Monetary%20reserves%20are%20a%20central%20bank's%20stockpile,measure%20the%20money%20supply%20in%20an%20economy. 
Global Currency: Pros and Cons- 
https://www.investopedia.com/financial-edge/0310/one-world-one-currency-could-it-work.aspx 
Understanding SDR’s- 
https://share.google/i803G6ZCiylAW2JNK 
	
	
	



