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DEDOLARIZATION OF ECONOMIES OF LEADING COUNTRIES
AS AWAY OF PROTECTION FROM GLOBAL RISKS

The article analyzes the monetary policy of the US Federal Reserve System and the Central Banks of
developed countries that incorrectly evaluated the effectiveness of their political measures taken after the
2008 crisis and the rapidly growing aggregate debt problems. It is emphasized that because of this
irresponsible policy, the US Federal Reserve and the Central Banks of the developed countries on world
financial markets still have $ 8-10 trillion. excess liquidity, which as result should lead to serious negative
consequences for the world economy. It is justified the fact that a number of leading developed countries in
the near future, anticipating these negative consequences for the world economy, began to actively pursue a
policy of dedollarization of their economies. Dedolorization is a trend of recent times.
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Formulation of the problem. Unfortu-
nately, it became now clear that the leadership
of the largest Central Banks of the World incor-
rectly assessed the effectiveness of its political
measures taken after the 2008 crisis (the Central
Banks of the World made a bid for a cocktail of
zero percent and expansion of the balance). Be-
cause of this, $ 8-10 trillion of excess liquidity
is still present on world financial markets. Prob-
ably therefore a number of politically independ-
ent and leading countries of the world, realizing
the danger of the situation, try to avoid dollar
dependence (there are still not many claims to
the euro), which persisted for decades. And this
phenomenon even has an ominous name: dedol-
larization. Dedolorization is a trend of recent
times.

Purpose of the article. Materials for
writing present article were: such articles by
prof. Kievich A.V. as "The program of the new-
ly elected US president as the embodiment of
changes at the macroeconomic level of the
global economy,” "World Central Bank in the
trap of QE," as well as an analytical review of
scientific articles for 2016 and 2017 and Inter-
net materials on this subject.

In this article we used methods: biblio-
graphic analysis of literature and Internet mate-
rials, analysis of statistics, study and generaliza-
tion of the data obtained, experimental-
theoretical methods, such as induction and de-
duction.

Analysis of recent research and
publications. From the latest analytical publica-
tions it is clear that the US Federal Reserve
starts to prepare everything for the normaliza-
tion of monetary policy and the reduction of

assets on its balance sheet, which, of course,
frightens many investors and experts. By our
opinion, this is a rather positive decision for the
world economy, especially if such a step is sup-
ported by the ECB, the Bank of England and the
Bank of Japan. At the same time, these steps
can be either minor or too late. Yet, after a full
ten years after the onset of the global crisis (in
2008-2009), it is probably more than appropri-
ate to switch the levers of monetary policy from
a state of emergency to normal. Meanwhile, the
monetary authorities take in note of all this very
reluctantly. Today's generation of leaders of the
largest CBs of the World are ready to pray for
inflation targeting, even in today's world where
inflation is absent [1].

Recall that the current unconventional
monetary policy of the largest CBs of the World,
namely zero interest rates and large purchases
of assets on its balance sheets, was introduced
in the beginning of the financial crisis of 2008-
2009. It was an emergency operation. When all
the traditional economic and political instru-
ments were practically exhausted, the authori-
ties had to show exceptional ingenuity to cope
with the collapse in the financial markets and
the threatening collapse of the real economy.
The world's largest CBs seemed to have no
choice, except for massive injections of liquidi-
ty, known as quantitative easing (QE) [2].

This strategy really stopped the free fall
in the markets. But this contributed little to the
serious economic recovery. In the G-7 countries
(USA, Japan, Canada, Germany, Great Britain,
France and Italy) in general in the "post-crisis
period" of 2010-2017 the average growth rate
was only 1.8% per year. This is much less than



3.2% - the average recorded over similar eight-
year intervals during the two upsurges of the
1980s and 1990s. [3].

Statement of the main study material.
Today's generation of leadership of the world's
largest CBs has been entrenched at the opposite
end of the "inflationary spectrum.” Focusing on
the "Phillips curve", based on the allegedly ex-
isting trade-off between economic lag and infla-
tion, the Central Bank of developed countries
continue to insist that a bias toward a stimulat-
ing monetary policy is appropriate if inflation
is less than planned.

And today it is the greatest danger, be-
cause normalization should not be seen as an
inflation-dependent operation. Inflation below
the planned is not justification for a long and
protracted normalization. In order to restructure
the political arsenal for the inevitable next crisis

or recession, it is now much more preferable to
quickly and methodically restore the pre-crisis
principles of monetary policy. Unfortunately,
now it became clear that the leadership of the
largest Central Bank of the world incorrectly
assessed the effectiveness of its political
measures taken after 2008. They behaved as if
the strategy that helped to get out of the crisis
could become the engine for a cyclical upsurge
of the real economy. In fact, the managers of the
world's largest CBs again bet on a cocktail of
zero percent and expansion of the balance.

Of course, the low rate played a role. And
today the 10 largest Central Banks of the world
owns assets for a total of $ 21.4 trillion, which
is 10% more than at the end of last year, accord-
ing to data compiled by Bloomberg agency (See
picture below) [4].

Almost % of the combined assets of the World Bank
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The rest of People's Bank
Central Banks of China

of the World $5 trillion

$ 6,7 trillion

US FRS
$4,5 trillion
ECB
$3,9 trillion
Bank of Japan
$4,4 trillion

Fig. 1. News. Economics
Source: [4]

Nevertheless, this huge expansion of the
aggregate assets of the world's largest CBs was
little supported, nominal GDP in these countries
so quickly did not grow. This means a simple
injection of excess liquidity, which was not ab-
sorbed by the real economy and instead dangled
in the global financial markets, distorting asset
prices across the full range of risks. Now the
Fed has stated its strategy, which does not en-
sure the normalization of the balance until
2022-2023, which is 2.5-3 times longer than the
poorly planned campaign of the mid-2000s. In
today's uplifted markets, this means "asking for
trouble”, because the interests of financial sta-

bility require a much faster normalization - to
complete it in two times quickly that the Fed is
now offering.

Why did the Federal Reserve conduct
such kind of policy. Apparently, the uncon-
trolled growth of the US public debt (see Figure
2) still pressured it [5]. And, as is known, on
September 12, 2017, the US public debt over-
came a colossal $ 20 trillion mark. The figure is
really very large, moreover, it is simply unbear-
able, because for every taxpayer the US ac-
counts for $ 160 thousand, and it is simply im-
possible to service such a debt in most cases.
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Fig. 2. US debt growth
Source: [5]

The public debt is growing too fast, it is
much faster than the growth of the US economy,
and, in principle, this is definitely can’t be a
good news, although some economists do not
leave attempts to refute this opinion. For exam-
ple, 100 years ago, in 1916, the US debt was
about $ 3.6 billion and as a percentage of GDP,
it was only about 7%. Now the debt is already
more than 108% of GDP. In addition, although
most of the debt is in the hands of national cred-
itors, about 30% belongs to other states. In par-
ticular, China ($ 1.244 trillion), Japan ($ 1.137
trillion). Russia is also on the list of the top 20
US creditors with bonds worth $ 86 billion. And
the US Treasuries that sell for today mean only
one thing - the anxiety of the holders of the US
national debt for further surge in US debt issue
as part of the Trump budgetary incentive plan.

Let's see, what happens now in Europe?
You can see that in Europe everything is the
same. The quantitative easing program from the
ECB, known as QE, was also aimed at alleviat-
ing the debt burden of heavily indebted coun-
tries. QE was launched in March 2015. As part
of this program, the central banks of the euro
area countries annually allocate 1.4 trillion euro
for the purchase of public debt. The program
itself looks symmetrical: each CB buys the na-
tional debt in proportion to the size of the coun-
try, but this only at first glance QE looks uni-
form [6].

In fact, the debts of the southern Europe-
an countries are mostly bought from foreign
holders, that is, the capital leaves the Eurozone.
For example, Banco de Espana buys up Spanish

government bonds around the world, thereby
reducing the country's debt to private creditors.
To this aim he asks the central banks of other
members of the Eurozone, in particular the
German Bundesbank and, in some cases, the
Dutch central bank, to finance payment orders
of German and Dutch bond sellers. Often, if
sellers of Spanish government bonds are outside
the Eurozone, he asks the ECB to credit pay-
ment orders. In the latter case, this often leads to
trilateral transactions, as a result of which
sellers transfer money to Germany or the Neth-
erlands in order to invest them in fixed-interest
securities. Thus, the German Bundesbank and
the Dutch central bank should not only credit
direct payment orders from Spain, but also indi-
rect ones, caused by the purchase of debts by
the Bank of Spain in third countries. For the
GIPS countries, these transactions are simply
magnificent. If we imagine, purely theoretically,
that these countries will come out of the Euro-
zone, then, most likely, their central banks will
go bankrupt, since most of the debt is denomi-
nated in euros. At the same time, their require-
ments as for the respective states and banks will
be converted into new depreciating national cur-
rencies and after that the payment requirements
in the TARGET?2 system will evaporate without
a trace, and the Bundesbank together with the
Dutch central bank can only hope that other
surviving Central Banks will assume part of
common losses. Thus, the TARGET2 system
also contributes to the deepening of the debt
crisis in the Eurozone, as it allows unhindered
redirecting money from peripheral countries to



the countries of Central Europe, primarily Ger-
many. The situation continues to worsen, as the
system caused a serious trade imbalance be-
tween the countries, which became noticeable
only after the crisis in 2008, which provoked the
banking crisis and exposed the problem areas of
the financial system of the Eurozone. For ex-
ample, if Greece decides to withdraw from the
Eurozone and pay off its debts in new drachmas,
the ECB will have to print an additional 71 bil-
lion euros to cover the budget gap, otherwise
the rest of the monetary union will have to bear
the burden of paying Greek debt. If Italy de-
cides to withdraw from the Eurozone, the ECB
will have to seek 386.1 billion euros. Thus, the
countries have been tied to each other with huge
debts and this system is now built in such a way
that nobody can escape it without pain.

If you look at TARGET2 balance sheets
for January 2017, you can note, for example,
that the outflow of capital has largely stabilized,
but the imbalance in Spain has reached a new
record. For Italy and Spain, the QE program
contributed to the outflow of capital. In general,
it should be noted here that Germany's export
activity has caused a significant imbalance be-
tween Germany and the troubled countries of
the Eurozone. Moreover, within the framework
of this model, the German Central Bank actual-
ly receives credit obligations in exchange for
exports. In the end, the aggregate debt of central
banks of Greece, Spain, Italy, and other coun-
tries of the Eurozone to the Bundesbank is con-
stantly growing. Thus, TARGET?2, in fact, is a
kind of plan for saving a united Europe, since in
case of the exit of at least one of the countries
from the currency block, the problems will be
catastrophic, as was said above [7].

Let's emphasize that independent central
banks are not created in order to satisfy every-
one. Therefore, Janet Yellen or her successor
will need great courage to work out some ac-
ceptable way. Meanwhile, there are still $ 8-10
trillion of excess liquidity in world financial
markets, and this courage is needed now: the
sooner, the better.

Because of it many countries of the
world, realizing the danger of that situation, try
to get away from dollar dependence (there are
not so many claims to the euro yet), which last-
ed for decades. For example, China, Russia, In-
dia, and a number of other countries have grad-
ually begun to conclude agreements that allow
each other's currencies to be accepted as part of
bilateral trade. Even Europe itself sees the euro

as a reserve asset and an international medium
of exchange.

And if before present the dominance of
the dollar persisted, not having a mortal threat,
then in recent times the situation has dramatical-
ly changed for the worse. This phenomenon was
named as dedollarization. “As we now see, Chi-
na, increasingly supported by Russia, is taking
decisive steps to create a viable alternative to
the tyranny of the US dollar in world trade and
finance. Wall Street and Washington are not
surprised by this, but they can’t stop this,”
writes American economist Frederick William
Engdal [8]. As long as Wall Street by dirty
tricks and machinations could provoke such cri-
sis as in the Eurozone, namely, in Greece in
2010, countries with surplus of trade balance
such as China, Japan, and then Russia, had no
alternative, except how to constantly buy US
treasuries. Washington and Wall Street could
print endless amounts of dollars, nothing more
valuable not supported, except for the F-16
fighters and the Abrams tanks. China, Russia
and other holders of dollar bonds at the same
time financed the US wars, buying up the US
debt. They almost hadn’t alternative options.

Now, ironically, the two countries that at
one time extended the life of the dollar (Russia
and China after 1989) are considered by most
countries as potential creators of a viable inter-
national currency supported by gold, oil that can
reduce the hegemonic role of the dollar today.

That is why over the past several years,
countries like Russia, China, India and a num-
ber of other countries, have been buying up
huge amounts of gold, mainly to replenish the
foreign exchange reserves of their Central Bank,
which up to this point have been kept, for the
most part, in dollars and euros. And if until re-
cently it was not clear why this is happening
(for several years in the gold market the largest
purchasers of physical gold were the Central
Bank of China and Russia), after a while it be-
came clear how profound was the strategy that
they implemented, simply creating trust to their
economies against the backdrop of growing
economic sanctions and the belligerent mood of
capital from Washington. For example, we note
that the Central Bank of Russia has been the
leader among the central banks of other coun-
tries buying gold for the fifth year in a row. In
2016, the Russian regulator bought 201 tons of
gold, which is much larger than the central bank
of any other country [9].
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Even Turkey more than ever began to im-
port huge volumes of "yellow metal”. Purchases
of ingots and coins, which are the main indica-
tor of investment demand, for the current year
are already 47 metric tons. For comparison, for
the same period last year, only 14.8 tons were
purchased. Such data was given in a recent re-
port of the World Gold Council [10].

Turkey and Iran also agreed on the use
of national currencies in bilateral trade instead
of the US dollar. This agreement was signed
following the results of the meeting of Turkish
President Recep Tayyip Erdogan and lIranian
President Hasan Roukhani on October 4, 2017
in Ankara. The authorities of the two countries
also reached an agreement on joint actions to
increase the volume of bilateral trade. Accord-
ing to “Daily Sabah”, Iran and Turkey plan to
activate mutual financial and economic ties. In
view of this Turkish banks will open branches
in Iran, Iranian banks in Turkey. Iran and Tur-
key additionally agreed to strengthen coopera-
tion in the energy sector [10].

Thus, as we see, China and Russia,
joined to their main trade partners and partners
in BRICS countries (Brazil, Russia, India, Chi-
na, South Africa), as well as the partners from
Eurasian countries of the Shanghai Cooperation
Organization (SCO) and ready to complete the
creation of a new monetary alternative to the
dollar. At present, in addition to the founding
members of China and Russia, Kazakhstan,
Kyrgyzstan, Tajikistan, Uzbekistan are full
members of the SCO, and more recently India
and Pakistan jointed to them. These are coun-
tries with a population of more than 3 billion
people, about 42% of the world's total popula-
tion, which are united in peaceful economic and
political cooperation. It is clear that the eco-
nomic diplomacy of China and Russia and the
group of countries of the Eurasian Economic
Union, is largely connected with the construc-
tion of advanced high-speed railways, ports,
energy infrastructure, and all this is united by a
new huge market, which over the next 10 years
may eclipse any economic opportunities in the
OECD countries of the EU and North America,
suffering from huge debts. This step was histor-
ically predetermined, although up to a certain
point there was no clarity, since it is, first of all,
a strategy for the Eurasian countries that should
help them to become free from the dollar and
their vulnerability from further US sanctions
and financial war on the background of dollar
dependence. This should ultimately be happen.

In continuation of this, we note that ac-
cording to the report of Japan Nikkei Asian Re-
view, China is going to launch oil futures, nom-
inated in RMB, which will be converted into
gold. And this is getting interest, given the other
steps China has taken over the past two years to
become a viable alternative to London and New
York in Shanghai. [8] China today is the first
importer of oil in the World, the overwhelming
volume of which is paid in dollars. And if the
new oil futures in RMB are widely recognized,
this could be the most important reference point
as for oil, not only in Asia. This would jeopard-
ize the two oil futures for Wall Street oil: Brent
and WTI, which still gave Wall Street huge hid-
den advantages and various opportunities for
speculation. This would be another break-
through in the elimination of the giant manipu-
lative lever of Wall Street, which would satisfy
China and its oil partners, including Russia. The
introduction of oil futures, traded in Shanghai in
yuan, which recently was added to the basket of
IMF reserve currencies, will significantly
change the geopolitical balance of power from
the Atlantic world to Eurasia. And if we add
new oil futures that are traded in China in
RMBs with gold support, this will push the key
OPEC members and the Middle East to the fact
that they are likely to treat the yuan on a par
with the dollar. An example of this is the recent
geopolitical risk that Qatar experienced after
Trump's visit to Riyadh a few months ago.

Saudi Arabia one way or another will also
have to take into account these trends. China is
beginning to actively work in this direction with
Saudi Arabia. Since the founding of the country
in 1936, Saudi Arabia has mainly taken Ameri-
can dollars as payment for oil supplies. This
continued as long as the US was the main oil
importer in the world. In recent years, China has
taken away from the US the title of "the largest
oil importer on the planet.” And in the coming
years, China will continue to import more oil
than all others [10].

In addition, Latin America is also taking
steps towards dedollarization. This is confirmed
by the words of Venezuelan President Ma-
dourou after recent US sanctions: "Venezuela
intends to introduce a new system of interna-
tional payments and create a basket of curren-
cies to free the country from the dollar. If they
pursue us with the dollar, we will start to use the
Russian ruble, the yuan, yen, Indian rupee, euro
"[8]. And the state-owned oil company of Ven-
ezuela, PDVSA, offered its partners to create a



joint venture and to open accounts in euros and
convert existing cash into the main currency of
Europe. Thus, Venezuela demonstrates the
growing weakness of the United States. It used
to be that a small country that refuses to take
dollars should expect a regime change in a short
time. Now everything has changed.

Besides, if you also look at the appear-
ance of bitcoin and other crypto currency as the
preferred monetary asset of libertarians the
money world will suddenly look absolutely
multipolar.

The current macroeconomic environment
is increasingly reminiscent of the situation of
the 1930s. In addition, past experience is espe-
cially relevant today, as it was one of the peri-
ods when a number of large economies faced
the problem of 3D. Indeed, the unproductive
accumulation of debt caused both the Great De-
pression of the 1930s and the Great Recession
of 2008-2009. In addition, weaker demographic
trends in several countries during both periods
of time also had a negative impact on potential
growth. The fall in private demand due to the
subsequent process of reducing the share of bor-
rowed funds created an intense deflationary
pressure.

Thus, according to Morgan Stanley ana-
lysts, the situation of the late 30's of the last
century can now happen again. However, here it
is necessary to consider that after the crisis of
the 1930s, the US economy was recovering very
slowly and to a faster rate of growth it passed
only after the outbreak of World War Il [13].
The fact is that military spending is one of the
main sources of growth in the US economy.
This fact was recently repeated by the former
head of the Fed, Ben Bernanke, at the panel ses-
sion "The Defense Economy and American
Prosperity”, organized by the Brookings Institu-
tion in late 2015 [14]. And if the situation is
nevertheless fated to be repeated, it is possible
that the US will need another large-scale war,
which will be able to pull the economy out of a
protracted pique. And who knows, could the
current confrontation between the United States
and the DPRK be connected with all of this. It is
possible that at the same time the US can solve
one more problem: to influence the intractable
Russia and the PRC in their striving for dedol-
larization. We have nothing to do but observe
the events.

Conclusions and prospects for further
research. The situation in the world economy
and the world of finance only seems stable at

first glance, the risk of a global recession re-
mains very high at this stage, moreover, almost
all conditions for a new financial collapse was
created.

The current macroeconomic environment
in developed world economies is increasingly
reminiscent of the situation in the 1930s. In ad-
dition, past experience is especially relevant
today, as it was one of the periods when a num-
ber of large economies faced the problem of 3D
(debt, demography and deflation). Therefore
many countries of the World, realizing a danger
of a situation, try to leave from dollar depend-
ence which till present kept for decades.
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Kiesiu O. B., Byxtuk M. 1., CamoxoBens M. II.
Jenonapu3zauisi ekOHOMIK NMPOBIAHMX KPATH K CNOCI0 3aXUCTY BiA rJ100aJbHUX PU3UKIB

VY crarTi aHanizyerscsi MoHeTapHa nonituka @PC CIIA i IIb po3BuHEHHX KpaiH, sIKi HEMPaBUIHHO
OIIHUIIN €(eKTUBHICTh CBOIX MOJITHYHUX 3aXO[[iB, BXUTHX MIiCJIA Kpu3H, o BuOyxHyna 2008 poky i cTpiM-
KO 3pOCTal04YMX CYKyIMHUX OoproBux npodiem. [ligkpecitoeThes, Mo yepe3 Taky 0e3BianoBiIaibHOT MOJITH-
ku OPC CIIA i LI po3BuHeHHX KpaiH Ha CBITOBMX (DiHAHCOBHMX pHHKaxX Bce mie mpucytHi $ 8-10 TpiH.
HAJJTMIIIKOBOI JIIKBITHOCTI, IO B MiJCYMKY ITOBHHHO BHJIUTHCS B CEPIO3HI HETATHBHI HACTIIKH IS CBITOBOI
ekoHOMikH. OOIpyH-TOBYEThCS TOW (PaKT, IO PAM MPOBITHUX PO3BUHEHHX KpaiH B HaHOMMKIOMY Maii-
OyTHHOMY, Tiepen0avaroyy Ii HEraTUBHI HACTIAKH JUIS CBITOBOI €KOHOMIKH, MOYaJld aKTUBHO MPOBOIUTH
MOJIITUKY JIef0Iapu3allii CBOiX eKOHOMIK. Jlemomopizaris - e TpeH1 OCTaHHBOTO Yacy.

Kurwouosi cnosa: cBitoBa ekoHOMika, 11b po3BuHEHHX KpaiH, rio0anbHa Kpu3a, JeIoNapHu3aiis eKo-
HOMIKH.

KueBuu A. B., byxtuk M. U., CamoxoBen M. II.
Henonnapuszanusa 3KOHOMHUK BeAyIIMX CTPAH KAK CIOCO0 3a1IUTHI OT I100aJbHBIX PUCKOB

B crartee anamusmpyercss MoHerapHas nonutnka OPC CIHA wu IIb pa3BUTBIX CTpaH, KOTOpBIE
HETPaBUIBLHO OLEHWIHN dPPEKTHBHOCTh CBOMX MOJIMTHUECKUX MeEp, MPEANPUHSTHIX MMOCIE pa3pa3uBLIEToCs
kpuzuca 2008 roja ¥ CTpPEeMUTEIHHO BO3POCIINX COBOKYIHBIX JOJTOBBIX IpobieM. [loguépkuBaercs, uTo
n3-3a takoil 6e3oTBercTBeHHONW MONMUTHKHM PPC CILA u LIb pa3BuThIX CTpaH Ha MHPOBBIX (PMHAHCOBBIX
pbIHKax Bc€ emeé npucyTcTBYrOT $8-10 TpitH. N30BITOYHOM JIMKBUIHOCTH, YTO B UTOTE JIOJDKHO BBUTHTHCS B
cepbE3HBbIE HEraTUBHBIE IMOCTEN-CTBUS JJIsI MUPOBOH KOHOMHUKH. OOOCHOBBIBAaETCS TOT (PaKT, 4TO AL
BEAYIIUX Pa3BUTHIX CTpaH B OMipkaiimem Oyaymiem, IpeiBUAs 3TH HETaTHUBHbIEC MTOCIEACTBUS AJI1 MUPOBOM
SKOHOMMKHM, HayaJld aKTUBHO NPOBOAUTH MOJUTHKY Je0JUIapU3allii CBOMX 3KOHOMHUK. Jlemomopuzanus —
3TO TPEH]] MOCJIETHETO BPEMEHH.

Knrouegvle crnosa: MupoBas 5KOHOMHUKA, 11b pa3BUTHIX CTpaH, riI100adbHBIA KPU3HUC, JIeA0UIapU3aINs
9KOHOMUKH.

Penensent: Kpusoporsko 0. B. — 1okTop eKoHOMIYHUX HayK, IOLEHT, 3aBigyBay kadeapu «byxra-
ATepChKUil 00iK, aHami3 Ta ayaut» [lpuBatHOi ycraHoBu ocBith «bIIl — IHCTUTYT mpaBO3HaBCTBa», M.
Mincek, Bizopycist.

Reviewer: Kryvorotko Y. — Professor, PhD in Economics, associate Professor, Head of Accounting,
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