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The US has a strategy to keep the dollar 
dominant; China has one to loosen its grip; 
Europe has only begun to admit it needs one. 
By building viable euro-based options for 
payments, investment and trade, the EU can 
push financial markets past tipping points 
where euro adoption becomes self-sustaining. 
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Executive Summary 

The EU is slowly waking up to a new reality: money has become a key site 

of geopolitical conflict. From its postwar inception, every step towards 

European monetary integration has involved further dependence on the 

US dollar. As a consequence, Europe is today extraordinarily dependent 

on dollar use for investment, trade and settlement. 30% of EU exports and 

50% of imports are invoiced in dollars. Dollar depe ndence makes the EU 

vulnerable to the weaponisation of the financial system as an instrument 

of leverage, coercion, and extortion. Due to  growing  risks and threats of 

American sanctions, European banks refuse to provide prominent 

citizens with bank accounts, be they judges at the Hague’s International 

Criminal Court or an Italian UN Special Rapporteur. The Chinese RMB , 

meanwhile, has recently surpass ed  the euro in key metrics. The EU  thus 

urgently needs a st rategy  for an increasingly multipolar order .  

This report sets out a roadmap for building the euro as a global currency. 

The report highlights powerful network effects and institutional 

interdependencies that lock -in dollar use in Europe. It also analyses majo r 

institutional obstacles for strategic action across the EU’s multi - level 

governance structures. Reflecting this political economy diagnosis, the 

report sets out three key  steps for building the global euro: An inter -

institutional strategy, a Eurogroup+ Internationalisation Taskforce and a 

Euro Internationalisation Semester.  

The world economy currently uses the dollar because everyone does.  

Europe as a whole would gain from a shift to the euro, but no single firm or 

government will pay the price of going first  or alone . This collective action 

trap makes purely market -led adjustment  either  impossible or 

excessively slow. We believe reducing Europe’s dollar dependenc e 

requires a coherent, cohesive and dedicated strategy. Its goal should not 

be to replace the dollar  altogether  —  no currency will regain the 

twentieth -century hegemony the dollar or sterling once held —  but to give 

European firms and governments economically viable and efficient euro -

based options for invoicing trade, settling payments, issuing debt and 

holding reserves.  
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  Europe lacks a strategy, but it has the means.  Unlike most jurisdictions, 

the EU already issues the world's second currency, on the strength of its 

size, deep financial markets, legal certainty and open capital account. The 

United States, meanwhile, is busy undermining  the dollar’s  dominance. Its  

fiscal position  is reckless , domestic institutions  and courts  are embattled , 

the Federal Reserve ’s independence  uncertain  and  coercive bargains 

have replaced  multilateralism. Still, d espite its highly restrictive capital 

account, China has so far benefited most from the dollar’s retreat.  

The EU needs both a plan and clear governance structures. The same 

interdependence that holds the dollar in place can work for the euro. Once 

invoicing, settlement and investment begin to move together, each gain 

lowers the cost of the next, and adoption starts to carry itself. To get there, 

the EU needs a politi cal push at the highest level from the European 

Council and the European institutions in charge.  

The study documents three obstacles to building the global euro.  

First, building the global euro is a whole -of-government task. It requires 

coordinated action across payments, investment and trade, each a 

distinct field with its own priorities, where the euro's global role is at best 

a secondary concern. Governance of these fields is split across more than 

two hundred bodies, from EU instituti ons and national ministries to central 

banks and regulators. Moving them together requires a political push 

none of them can give on their own.  

Second, the choices involve trade -offs only po litics can arbitrate . Re-

ordering the EU payment landscape has important implications for banks 

and domestic financial institutions. Wider international use of the euro 

raises demand for euro -denominated safe assets. It  might  also move the 

exchange rate, and with it European trade flows and the sectoral 

composition of the economy. Central banks and financial regulators 

cannot navigate such trade -offs without political guidance, legislative 

authorisation, and fiscal backstops.  

Third, no institution is accountable for euro internationalisation . Past 

projects had a clear owner: the Commission led the completion of the 

Single Market in the 1980s, the Council and the Eurogroup steered the 

response to the sovereign debt crisis. Building t he euro’s international role 

has none. Expertise sits with the Eurosystem, but central banks are 

unelected and mandated to deliver domestic price stability  only , and have 

been reluctant to set out a vision reaching beyond that remit. Neither the 

Commission nor the ECB faces meaningful  accountability for the global 

euro.  
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Key Recommendations 

The EU should set out its approach to the future of the global monetary 

system and the role of the euro.  To make progress, we propose three 

initiatives that require no Treaty change:   

1. Commit to a euro internationalisation strategy . A report, modelled 

on the 2012 Report of the Four Presidents, should set out a strategic 

vision for the euro’s global role. It should be presented to  and 

endorsed by  the European Council by the Presidents of the 

European Commission, the European Council, the Eurogroup and 

the EC B.  

2. Create a Eurogroup+ Internationalisation Taskforce (EIT) . The 

taskforce would keep the strategy up to date, drawing on expertise  

across the relevant policy areas and on staff seconded from  the 

ECB, the Commission, and national ministries of all willing  member 

states. The EIT would anchor the current policy momentum by 

monitoring progress, identifying gaps, and proposing non -binding 

guidelines under Article 121.  

3. T rack progress  through  a Euro Internationalisation  Sem ester  (EIS), 

which is a new part of the European Semester . To ensure 

accountability, this  process s hould be led by the ECOFIN Council 

and the Commission, following the regular timetable of the 

European Semester. It would produce annual, policy -area -specific 

recommendations, backed by the Commission to build coalitions 

between institutions and member states. .  

All three depend on the same discipline: policymakers reporting progress 

to the European Parliament  and national parliaments, and a willingness 

across institutions  to call out incomplete execution.  
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1. Introduction 

In the 1988 sci -fi roleplaying game Cyberpunk , the European 

Currency Unit serves as the global currency (colloquially referred to 

as “euro dollar”, “ed" or “eddie”) . In the story, the dismantling of US 

democracy, a sovereign debt crisis and geopolitical mistakes 

trigger the collap se of the United States . The European Economic 

Community steps in and uses its well -regulated banking system and 

single currency to displace the dollar’s hegemonic role. In the year 

the game came out, 1988, the idea of a common currency was 

indeed slowly gaining momentum  and debates about the purpose 

of monetary unification were rife . West German Foreign Minister 

Hans -Dietrich Genscher formally re -launched the idea of a common 

European currency specifically to ‘reduce dependency on the dollar’ 

and secure the Community’s ‘scope for monetary policy action’ 

(Genscher, 1988 ; see  also  Emerson et al., 1992 ).1  

Figure 1 · The dollar still accounts for nearly 60% of global 
reserves; the euro has barely surpassed pre-euro EMU 
currencies 

Currency composition of allocated official FX reserves, % of total, 1995 –2024  

 

Source: IMF COFER; pre -1999 legacy -currency shares aggregated into euro precursors.  
How to read: In 2024 the US dollar held 58.5% of allocated official reserves, against 18.9% 

for the euro.  

https://cyberpunk.fandom.com/wiki/The_Collapse_of_the_United_States
http://moneyingreece.org/library/genscher-memorandum-1988
https://ideas.repec.org/b/oxp/obooks/9780198773245.html
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These visions from the late 1980s of a European global currency 

have not been realised. The euro’s international role has not 

remotely equalled the dollar, despite the EU’s economic and trade 

significance otherwise rivalling that of the US. Key measures of 

usage (FX -reserves, OTC -derivatives) remain in line with usage of 

the pre -EMU member state currencies (see Figures 1 and 2). As a 

consequence, Europeans rely extensively on the dollar and US -

based financial infrastructures for payme nt, investment and trade. 

For example, around 50% of EU imports and 30% of its exports are 

priced in USD (see figures 3 and 4). Spillovers of US financial and 

monetary policy continue to be felt at regular intervals . US banking 

crises, FX swings,  and Federal Reserve tightening quickly make 

their presence known in Europe.  S maller reserve currencies 

challeng e the euro and the expansion of the RMB undercuts the 

euro’s expansion in this domain  (ECB, 202 6).  

Figure 2 · The dollar is on one side of nearly nine in ten global 
FX trades 

Currency share of OTC FX turnover, % (sums to 200% –  two currencies per trade), 

1989–2025  

 

 

Source: BIS Triennial Central Bank Survey.  
How to read: In 2025 the US dollar was on one side of 89% of OTC FX trades; the euro, 29%.  

The academic literature has extensively discussed the puzzling lack 

of euro internationalisation and the corresponding dollarisation of 

the EU. Authors typically trace this outcome to the specific 

institutional structures of the EU, the “incomplete”  nature of the 

1 The  idea of a European 

currency as a  solution to the 

dollar’s exorbitant privilege 

goes further  back, with the 

dollar already a key topic of 

debate in the 1970s Werner 

working group . It was a 

strong motivation for 

European monetary  

integration, from the 

beginning criticized by 

American economi sts , in 

particular  for the supposed 

suboptimality of the currency 

area  (Jonung & Drea 2009 ).  

https://www.ecb.europa.eu/pub/pdf/ire/ecb.ire202506.en.pdf
https://ec.europa.eu/economy_finance/publications/pages/publication16345_en.pdf
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monetary union and its lack of  federal structure, which results in 

relatively small volumes of safe asset s and the absence of  a 

centralised executive with geopolitical clout ( McNamara, 2008 ; 

Cohen, 2012 ; Ilzetzki  et al , 2020 ). To internationalise the euro, the 

literature typically suggests  that a treaty change is required: a full 

Fiscal Union or other far -reaching steps towards much deeper 

institutional, financial,  and fiscal integration . EU policymakers 

continue to  suggest that  the international role of the euro starts at 

home with more efforts to complete the monetary union and  

upgrade  its architecture . Although this has recently shifted, the 

ECB’s official position until  2024  was that  the euro’s “international 

role is primarily supported by a deeper and more complete 

Economic and Monetary Union (EMU), including advancing the 

capital markets union, in the context of the pursuit of sound 

economic policies in the euro area.” (ECB 2024;  but see ECB, 2025a 

and ECB, 2026).  

Figure 3 · The dollar's share of EU trade invoicing has barely 
moved in 15 years 

Share of extra -EU trade invoiced in US dollars, %, 2010 –2024  

 

Source: Eurostat, extra -EU trade by invoicing currency.  
How to read: About 55% of EU imports and 32% of exports were dollar -invoiced in 2010 —  

essentially unchanged in 2024. "Total" covers all product categories.  

https://www.tandfonline.com/doi/abs/10.1080/09692290801931347
https://www.taylorfrancis.com/chapters/mono/10.4324/9780203833803-6/introduction-benjamin-cohen
https://doi.org/10.1093/epolic/eiaa018
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While the incomplete and sui generis nature of the European 

Monetary Union creates its own difficulties , the past years have also 

made clear that it is by no means impossible for the EU to make 

financial policy without  integrated  institutions such as a single EU 

treasury. 2 Banking regulation and supervision were rapidly 

harmonised  and centralised  after the 2008 Financial Crisis. 

Similarly, the EU has made clear progress in coordinating fiscal 

policy, both through the European Semester and through 

ambitious, joint -liability spending initiatives such as 

NextGenerationEU  or European safety nets like the European 

Stability Mechanism , or the EFSF/EFSM . Ultimately, the very 

process of European integration has been one of slow but 

increasing coherence across siloed and divisive policy areas . 

This report argues that due to network externalities and loose 

interdependencies building the global euro requires governance 

structures for a concerted strategy. The report  highlights three 

institutional obstacles that have stood in the way of effectively 

pursuing such a strategy: (i) siloed policymaking  and lack of whole 

of government approach , (ii) ineffective resolution  of disagreements  

between institutions and Member States , (iii) lack of institutional 

anchoring and accountability. Reflecting its diagnosis, the report 

also proposes institutional solutions to the EU’s dollar dependenc e. 

The EU  needs  (i) a dedicated Euro Internationalisation strategy, (ii) 

which is implemented by a dedicated Eurogroup+ 

Internationalisation Taskforce (EIT),  and (iii) where accountability is 

anchored in a Euro Internationalisation Semester .   

The report is structured as follows. Chapter 2 sets out the origins 

and current status of the EU’s dollar dependence. Chapter 3 uses 

the recent Dominant Currency Paradigm literature to set out key 

features that drive currency dominance, focusing on network  

effects and loose interdependencies between very different uses of 

a currency. Chapter 4 turn s to the politics of euro 

internationalisation and sets out a procedural way forward to 

execute a unified strategy.  

 

  

2 For the classic debunking of 

the view that the success of 

the euro depends on 

centralised state power, 

Sandbu, 201 7. 

F or recent studies  setting out 

relevant policies to promote 

international use of the euro.  

see ECB, 2025 a; ECB, 2026 ; 

EC, 2026 ; van ’t K looster and 

Murau, 202 6; Vallée, 2025 ; 

Vallée, 2026 ; Andresen, 2026 ; 

van der Linden 2026 ; Rey and 

Subran, 2026 ; Wesseling, 

2026 . 

https://press.princeton.edu/books/paperback/9780691175942/europes-orphan?_gl=1*xlgx5i*_up*MQ..*_ga*MjAzNTI3MzE5NS4xNzg3ODUwODYw*_ga_N1W9JWKLY3*czE3ODc4NTA4NjAkbzEkZzAkdDE3ODc4NTA4NjAkajYwJGwwJGg5NDcxNjYxMzU.
https://www.ecb.europa.eu/pub/pdf/ire/ecb.ire202506.en.pdf
https://www.ecb.europa.eu/press/other-publications/ire/html/ecb.ire202606.en.html
https://www.consilium.europa.eu/media/buspxaox/strengthening-the-international-role-of-the-euro-note-for-the-eurogroup.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5122161
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5122161
https://www.phenomenalworld.org/analysis/a-global-euro/
https://www.europarl.europa.eu/thinktank/en/events/details/public-hearing-on-the-global-role-of-the/20260413CHE14002
https://www.europarl.europa.eu/doceo/document/ECON-PR-787030_EN.pdf
https://big-europe.eu/publications/2026-06-04-eu-geoeconomics-in-money-and-finance-from-ad-hoc-to-coherent-strategy
https://cae-eco.fr/our-euro-your-solution-comment-renforcer-le-role-international-de-leuro
https://cae-eco.fr/our-euro-your-solution-comment-renforcer-le-role-international-de-leuro
https://esb.nu/een-grotere-internationale-rol-van-de-euro-moeten-we-verdienen/
https://esb.nu/een-grotere-internationale-rol-van-de-euro-moeten-we-verdienen/
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2. The EU’s dollar problem 

To understand the EU’s dollar dependence , it is necessary to trace 

how deeply the EU has always been embedded in the global dollar  

system. T hese dependencies create more severe risks for the EU 

than is often appreciated. Building the global euro will provid e the 

continent with a powerful means of geoeconomic leverage  and 

multilateral clout, while  safeguard ing  the EU’s  domestic monetary 

sovereignty . 

2.1. A BRIEF HISTORY OF THE PROBLEM  

Dollar dependence  predates the EU. From its postwar inception, 

every step towards monetary integration involved further 

dependence on the US dollar ( Murau and Ehlers, 2025 ). In the 1950s, 

the European Payments Union used the dollar as the reference 

currency for settling payments between member states. Under 

Bretton Woods, dollar convertibility made international payments 

possible, tying Europe’s monetary system to that of t he United 

States. In the 1960s, an offshore dollar market developed in Europe, 

as banks began issuing “Eurodollars” – dollar -denominated 

deposits and loans issued outside the United States. Since then, the 

international payment infrastructure has been an improvised 

combination of public and private sector -led  initiatives that all had 

some level of connection with the dollar system  and the United 

States  (see e.g. , the brilliant recent work of Schenk, 2026 ). The dollar 

serves as  the interface between Europe’s national currencies.  

Monetary unification has thus, from its early attempts in the 1960s, 

been partially motivated by the desire to make Europe less 

dependent on the dollar. From the late 1960s onwards, the US 

started using its structural power in the global monetary system to 

fund its large budget deficits and, after the 1980s, Reagan tax cuts, 

and trade deficit ( Helleiner, 1996 ). Already in 1970, the Werner 

Report’s three steps towards irrevocably fixed exchange rates were, 

at the same time, steps towards more exchange rate fluctuation 

with the dollar ( EU C ouncil & EC , 1970).  

The introduction of the euro in 199 9 was meant to be a game -

changer , but far too little attention went towards EU dependence on  

dollar financial and payment infrastructures  (van ’t K looster and 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5287061
https://www.uu.se/en/department/economic-history/events/archive/2026-01-29-prof.-catherine-r.-schenk-the-evolution-of-the-global-payments-system-1920-2000-a-fresh-approach-to-the-history-of-deglobalisation
https://www.cornellpress.cornell.edu/book/9780801483332/states-and-the-reemergence-of-global-finance/
https://aei.pitt.edu/1002/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5122161
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Murau, 202 6). Through sheer size, the new currency area was 

thought to usher in a new, multi -polar monetary order ( Emerson et 

al., 1992). In the years that followed, little was done to fulfil that 

ambition . Wim Duisenberg, the first President of the ECB, set out the 

ECB’s stance on this matter in 199 9. According to him, the central 

bank should “[a]ccept the international role of the euro as it 

develops as a result of market forces. To the extent that the 

Eurosystem is successful in meeting its mandate and maintaining 

price stability, it will also automatically foster the use of the euro as 

an in ternational currency.” ( Duisenberg, 199 9) In 2018, Mario Draghi 

still e choed the se words  in the introduction of that year’s 

International Role of the Euro report:  “The international role of the 

euro is primarily determined by market forces. The Eurosystem 

neither hinders nor promotes the international use of the euro.” 

(ECB 2018)  

The ECB’s neglect of the international euro  set the stage for 

continued EU dependence and financial instability. When European 

monetary integration took off, there was no EU -wide payment 

provider. Visa and Mastercard quickly jumped on the business 

opportunity. With internet payments, again, no European provider 

emerged. Because t he euro remained a mostly regional currency, 

European firms and banks continued to use the dollar  for their 

international business . In the years leading up to the 2008 crisis, 

global European banks had built considerable dollar dependencies  

to finance global trade, infrastructure , as well as  purchas ing  large 

volumes of US securities , including securitised subprime 

mortgages, often taking more risk than their US competitors ( Baba  

et al , 2009 ;  Gorton and Metrick, 2012 ). They paid for this by 

borrowing short -term dollar funds in global money markets , funds 

mostly extended by US money market mutual funds . This extension 

of global dollar credit by the European banking system came to a 

grinding halt with the 2008 crisis (typically described as “global”, but 

more rightly described as  a crisis of transatlantic finance  by 

Bayoumi, 2017  and Tooze, 2018 ). When Lehman Brothers collapsed, 

the Federal Reserve’s dollar swap lines saved Europe’s banking 

system from a full -scale collapse .   

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5122161
https://ideas.repec.org/b/oxp/obooks/9780198773245.html
https://ideas.repec.org/b/oxp/obooks/9780198773245.html
https://www.ecb.europa.eu/press/key/date/1999/html/sp990114.en.html
https://ideas.repec.org/a/bis/bisqtr/0903g.html
https://ideas.repec.org/a/bis/bisqtr/0903g.html
https://ideas.repec.org/a/eee/jfinec/v104y2012i3p425-451.html
https://www.degruyterbrill.com/document/doi/10.12987/9780300231830/html
https://www.penguinrandomhouse.com/books/301357/crashed-by-adam-tooze/
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Figure 4 · Dollar-denominated intermediation and the 2008 
crisis 

EU banks funded long -term US dollar assets with short -term dollar borrowing.  

 

Source: Based on Bayoumi (2017).  

Europe’s  dependencies reflected a bargain that, for a long time, 

served both sides well enough ( Norrlof, 2010 ; Buti et al 2026 ). The 

United States benefited from what Valéry Giscard d’Estaing called 

an “exorbitant” privilege: the ability to issue the world ’s reserve 

currency. It could pay for imports by simply issuing credit money. 

Ample demand for USD liabilities also enabled the emergence of 

extremely profitable financial and tech sectors . Despite their fragile 

institutional basis, the Federal Reserve’s swap lines served to 

stabilise the global financial system in times of crisis. IMF’s loans, 

overwhelmingly in dollars, and Washington -based expertise were 

crucial in navigating the EU’s sover eign debt crisis. NATO created a 

long -term institutional framework that tied Europe to US leadership, 

softening the sting of dependence.   

https://www.cambridge.org/core/books/americas-global-advantage/29F591B11AD3CCFDA25F7ED7D9191B55
https://www.eui.eu/news-hub?id=the-florence-report-a-new-agenda-for-europe-in-a-changing-world
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Figure 5 · Euro area banks' dollar book leans on US Treasuries 
in securities and non-euro-area firms in lending 

Composition of euro area banks' dollar -denominated securities holdings and bank 

lending, % of total, Q4 2024  

 

 

Source: EMPN estimate based on Grodzicki et al. (2025), 'US Dollar Activities of European 

Banks: Business Models and Financial Stability Implications' (26 Nov 2025); shares 

approximated from the published figure.  
How to read: US Treasuries and agency debt are 46% of the €681bn dollar securities book; 

non -euro -area corporations take 50% of the €712bn dollar loan book.  

2.2. WHAT IS DOLLAR DEPENDENCE?  

The EU ’s dependen ce  on the dollar and US financial infrastructures 

resists  a simple summary , extending  far beyond the financial 

system narrowly conceived . We operationalise d ollar dependence in 

terms of three, relatively easy to measure  purposes of a currency: as 

the currency for settling payments (means of exchange), as the 

currency to invoice trade (unit of account) and its use to denominate 

investments and savings (store of value). It is, however, crucial to see 

dollar use as embedded institutionally in transnational financial 

infrastructures and, in particular, banking practices, which in turn 

are subject to complex cross -jurisdictional  regulation and 

supervision.  

• Settlement and payment dollarisation : Settlement is the 

transfer of a monetary instrument from a payer to a payee to 
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meet a payment obligation. Intra -European retail payments are 

today overwhelmingly processed by US payment card 

networks (Visa, Mastercard) and digital wallets issued by US 

tech companies such as Apple Pay and PayPal ( ECB, 2024 ). The 

latter is currently the main method used by Germans to make 

online payments ( Mollie, 2024 ). However, the dependence on 

the US for settlement goes deeper and is closely intertwined 

with the global role of the dollar. Payments between the EU and 

emerging markets are routinely intermediated via EUR -USD 

and USD -local currency conversions to exploi t the superior 

liquidity of dollar pairings. This dependence creates further 

institutional dependencies. European wholesale cross -border 

clearing with non -EU countries often depends on US 

correspondent banks and dollar clearing systems (e.g., CHIPS). 

These  systems are slow and costly. T hey also expose European 

commercial data and financial flows to US extraterritorial 

jurisdiction , sanction regimes,  and  intelligence gathering.  

• S avings  and investment  dollarisation : EU residents invest in 

and issue dollar -denominated assets. They invest in US 

Treasuries, corporate bonds, equities and bank deposits. 

European investors hold almost $2 trillion in dollar -

denominated treasuries ($3 trillion when including the UK and 

Switz erland) and about $8.8 trillion in US equities within total 

holdings of roughly $14.9 trillion in US long -term securities 

(Mehmedi and Remirez, 2026 ; US T reasury, 2026 ). In Europe 

(including the UK), US treasuries are the most traded asset, 

while US corporates make up the largest volume of corporate 

bond trades ( ICMA , 2025 ; ICMA , 2025b ; Sigl -Glöckner et al., 

2026 ). Euro area investors allocate roughly equal shares of their 

equity portfolios to US markets (34%) and domestic markets 

(35%) ( Longaric et al., 2026 ). European investment funds 

allocate 50% of their total capital to the United States ( Longaric 

et al., 2026 ). EU banks also issue dollar -denominated financial 

products (for example, around 17% of bank funding) and lend in 

USD (estimated at 9.2% of the total loan book) ( Klaus and 

Mingarelli, 2024 ; Grodzicki et al., 2025 ). Thus, EU resident s rely 

heavily on the regulatory architecture of US securities markets, 

with offshore transactions made possible through European 

International Central Securities Depositories (ICSDs) and US 

correspondent banks to clear and settle transactions.  

https://www.ecb.europa.eu/stats/ecb_surveys/space/html/ecb.space2024~19d46f0f17.en.html
https://www.mollie.com/gb/growth/most-popular-payment-methods-europe
https://www.europarl.europa.eu/RegData/etudes/BRIE/2026/773732/ECTI_BRI(2026)773732_EN.pdf
https://home.treasury.gov/data/treasury-international-capital-tic-system/us-liabilities-to-foreigners-from-holdings-of-us-securities
https://www.icmagroup.org/assets/documents/Regulatory/Secondary-markets/ICMA-Secondary-Market-Practices-Committee-European-Secondary-Market-Data-Report-H1-2025-Sovereign-Edition.pdf
https://www.icmagroup.org/assets/Secondary-Market-Practices-Committee-European-Secondary-Market-Data-Report-H1-2025-Corporate-Edition.pdf
https://ideas.repec.org/p/zbw/dzimps/337419.html
https://ideas.repec.org/p/zbw/dzimps/337419.html
https://www.ecb.europa.eu/press/fie/box/html/ecb.fiebox202605_06.en.html
https://www.ecb.europa.eu/press/fie/box/html/ecb.fiebox202605_06.en.html
https://www.ecb.europa.eu/press/fie/box/html/ecb.fiebox202605_06.en.html
https://www.ecb.europa.eu/press/financial-stability-publications/fsr/focus/2024/html/ecb.fsrbox202411_04~9a4d04b582.en.html
https://www.ecb.europa.eu/press/financial-stability-publications/fsr/focus/2024/html/ecb.fsrbox202411_04~9a4d04b582.en.html
https://www.ecb.europa.eu/press/financial-stability-publications/fsr/focus/2025/html/ecb.fsrbox202511_03~9d7639f76c.en.html


 

 

 

16 BUILDING THE GLOBAL EURO  

• Invoice and trade dollarisation : EU residents buy and sell goods 

priced in dollars and denominate economic contracts in dollars. 

Dollar invoicing is particularly pronounced for petrochemical 

products, but as Figure s 6 and 7 illustrate spans the whole 

range of goods. For primary goods, the USD invoicing rate of 

44% reflects global pricing practices at centralised , specialised  

exchanges (e.g., the London Metal Exchange, the Chicago 

Board of Trade) for homogenous products such as non -ferrous 

metals, bulk cereals, tropical agricultural products (e.g. coffee, 

cacao) and non -petroleum energy such as LNG. The USD share 

of 51% in imports  also  reflects the EU's reliance on the US and 

Asia for high -tech, aerospace, and digital infrastructure where 

the dollar acts as the default currency across complex supply 

chains.  

Figure 6 · Import dollarisation is not at all just a matter of 
fossil fuel imports 

Share of extra -EU imports invoiced in US dollars, %, by member state and product 

category  

 

Source: Eurostat, extra -EU trade by invoicing currency.  
How to read: Greece invoices 63.6% of its extra -EU imports in dollars, well above the EU -27 

average  

 
Each of these three ways in which the EU is dollarised  reflects 

existing  international institutional embedding and related banking 
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practices  (van ’t Klooster and Murau, 202 6). Settlement s and 

payment s depend  on long -standing correspondent banking 

networks, intraday liquidity facilities (overdrafts) to settle 

clearinghouse balances, and short -term FX swaps to manage daily 

cross -currency payment flows ( Bindseil and Pantelopoulos, 2022 ). 

Investments and savings are sustained by capital market 

intermediation, which depends on repo markets  for secured short -

term funding, collateral management services, prime brokerage, 

and interest rate derivatives to manage duration and portfolio risk 

(Pozsar, 2014 ). Trade involves its own specific finance (e.g. letters of 

credit, supply chain financing , commercial paper ) to bridge the 

temporal gap between delivery and payment, as well as insurance 

and FX -hedging ( Niepmann and Schmidt -Eisenlohr, 2017 ). 

Throughout, dollar dependence in a narrow sense is inextricably 

linked to dependence on US financial infrastructures.    

 

Figure 7 · Export dollarisation spans the whole range of goods, 
from aluminium and copper to lithography machines 

Share of extra -EU exports invoiced in US dollars, %, by member state and product 

category  

 

Source: Eurostat, extra -EU trade by invoicing currency.  
How to read: Ireland invoices 69.0% of its extra -EU exports in dollars, far above the EU -27 

average of 31.4%  

 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5122161
https://papers.ssrn.com/abstract=4178863
https://ideas.repec.org/p/ofr/wpaper/14-04.html
https://ideas.repec.org/a/eee/inecon/v107y2017icp111-126.html
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While the three  forms of dollarisation are distinct, interlinkages are 

thus pervasive. For example, to process international payments for 

EU corporate trade transactions, EU banks hold vast pools of liquid 

US Treasuries. The use of the dollar for investment purposes thus 

makes possible its use for payment functions and trade. Thi s means 

that p olicies to reduce dollar dependence and internationalise the 

euro cannot target individual choices to settle, invest or invoice in a 

given currency, which in any case are often made outside the EU’s 

jurisdiction. Instead, they must strategically intervene on these 

institutional embeddings, creating viable alternatives in the form of 

euro -based transactions.  

2.3. MONETARY SOVEREIGNTY TODAY  

The EU is slowly waking up to a new reality. It no longer faces a 

benign hegemon shouldering its exorbitant duty, but rather a new, 

more transactional administration that treats its currency and the 

broader dollar system as a tool of leverage, coercion, and extortion.  

The EU’s dollar dependence developed in the context  of a broadly 

cooperative transatlantic relationship, but is now a source of 

vulnerability. As a result , the EU is vulnerable to further 

weaponisation of US payment infrastructures, new dollarisation 

policies, and financial stability spill -overs. Conversely, by freeing 

itself from dollar dependence, the EU will strengthen its ability to set 

its own course .  

 

2.3.1. PAYMENT WEAPONISATION  

T he EU’s payment and financial infrastructures are deeply 

entangled with the US: major card schemes, cloud providers, 

messaging networks and key software layers are controlled by 

American corporations. European banks are heavily exposed to US 

regulatory and  sanctions decisions.  

Already in 2018, the decision by the Trump administration  to leave 

the Joint and Comprehensive Plan of Action (JCPOA) and  reinstate 

sanctions against Iran forced most European companies to 

interrupt business with the country.  Despite efforts to shield 

European corporations from US sanctions, European firms 

complied due to fear of  potential retaliation , loss of market access 

This is the core upshot of a 

macrofinancial 

understanding of 

international currencies, see 

for example Pozsar et al., 

2010 ; Mehrling, 2010 ; 

Mehrling, 2013 ; Avdjiev, 2015 ; 

Gabor, 2016 ; Dafermos et al, 

2023 ; Borio, 2022 ; Murau and 

van ’t Klooster, 2023 ; van ’t 

Klooster and Murau, 202 6. 

http://econpapers.repec.org/paper/fipfednsr/458.htm
http://econpapers.repec.org/paper/fipfednsr/458.htm
https://ideas.repec.org/b/pup/pbooks/9298.html
https://ideas.repec.org/a/eee/jcecon/v41y2013i2p355-363.html
https://www.bis.org/publ/work524.htm
https://ideas.repec.org/a/taf/rripxx/v23y2016i6p967-1000.html
https://journals.sagepub.com/doi/10.1177/0308518X221128302
https://journals.sagepub.com/doi/10.1177/0308518X221128302
https://www.bis.org/publ/qtrpdf/r_qt2212h.htm
https://www.cambridge.org/core/journals/perspectives-on-politics/article/rethinking-monetary-sovereignty-the-global-credit-money-system-and-the-state/33EE76D8B70FB954A03BF1124B79AA5C
https://www.cambridge.org/core/journals/perspectives-on-politics/article/rethinking-monetary-sovereignty-the-global-credit-money-system-and-the-state/33EE76D8B70FB954A03BF1124B79AA5C
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5122161
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5122161
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and access to critical US financial infrastructures. Over the last 

decade, very little has been done  to address this vulnerability . 

Recent sanctions against the International Criminal Court (ICC)  

judges or against a former European Commissioner  illustrat e how 

far the US is already willing to go, targeting individual policymakers 

and institutions ( Trump, 2025 ) and how little the EU is responding . 

Since February 2025, “secondary sanctions” target anyone 

transacting with the Court with prison sentences of up to 20 years. 

Although the ICC is based in the Netherlands, the scope of the 

sanctions is vague, leading risk -averse European firms to avoid th e 

ICC and its staff members. Since European banks rely on access to 

US capital markets and New York clearing, the ICC and its staff 

struggle to access basic payment services, even in euros ( Maupas, 

2026 ).  

 

2.3.2. DIGITAL CURRENCY DOLLARISATION  

T he US has decided with the GENIUS Act to promote widespread 

use of dollar stablecoins across the world  to boost international 

demand for the dollar (van’t Klooster et al, 2025 ). Stablecoins are 

digital tokens that users can transfer between apps to make 

payments. The coins are backed by USD -assets  such as US 

treasuries and asset -backed  securities , but stablecoins remain risky  

because the issuer does not hold 100% of its assets in liquid 

securities. 3  

As prominent members of the administration now admit , 

stablecoins are not really meant for US citizens: they “do not offer 

yield and are not backed by federal deposit insurance” ( Miran, 

2025 ). Instead, “[t]he real opportunity in stablecoins is to satiate 

untapped foreign appetite for dollar assets from savers in 

jurisdictions where dollar access is limited”  (Miran, 2025 ). This is 

what Eric Monnet has aptly called “ cryptomercantilism ”: the use of 

stablecoins as instruments of state craft  through the expansion of 

private companies ( van’t K looster  et al, 2025 .).  

Going forward, large US platforms are set to roll out dollar 

stablecoins across states with weak currencies, marketing the coins 

through social media, e -commerce and remittance channels. The 

Trump family itself owns the fifth -largest USD stablecoin, issued  via 

their crypto company World Liberty Financial. Although issuance 

has been broadly stable in 2026 , the ambition of these efforts is for 

3 Stablecoins are similar to 

money market funds and  

narrow banks in that they 

secure the value of means of 

payment through rules 

regarding convertibility and 

redemption. They are 

therefore subject to 

convertibility and defaul t risk. 

The ir uses cases seem to be 

(i) as a vehicle for 

international transactions and 

remittances evading the 

traditional financial system  

and (ii)  a store of value for 

investors in the crypto asset 

ecosystem. As such, the 

stablecoins can attract 

interest from users across the 

world who seek a monetary  

instrument that evade s large 

remittance costs,  capital 

controls or transparency 

requirements.  

https://www.federalregister.gov/documents/2025/02/12/2025-02612/imposing-sanctions-on-the-international-criminal-court
https://www.lemonde.fr/en/international/article/2025/11/19/nicolas-guillou-french-icc-judge-sanctioned-by-the-us-you-are-effectively-blacklisted-by-much-of-the-world-s-banking-system_6747628_4.html
https://www.lemonde.fr/en/international/article/2025/11/19/nicolas-guillou-french-icc-judge-sanctioned-by-the-us-you-are-effectively-blacklisted-by-much-of-the-world-s-banking-system_6747628_4.html
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5602911
https://www.federalreserve.gov/newsevents/speech/miran20251107a.htm
https://www.federalreserve.gov/newsevents/speech/miran20251107a.htm
https://www.federalreserve.gov/newsevents/speech/miran20251107a.htm
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5602911
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the total issuance of stablecoins to grow from nearly USD 300 bn in 

the summer of 2025 to up to  USD 3 trillion by 2030  (Bessent 2025 ). 

Although so far the path of expansion suggest s a far more modest 

trajectory , new USD demand for stablecoins could strengthen the 

US’s grasp on the world economy, including its ability to coerce 

other states to align with its national priorities. US tech companies  

and financial institutions  may market stablecoins to EU residents, 

particularly in non -euro member states. They will certainly push 

stablecoins in the EU’s immediate neighbourhood. For the states 

where they are used, stablecoins create involuntary transfers of 

savings to the US whi le resulting in domestic payment systems in 

part controlled by US -based private companies. If successful at 

scale, this would have the effect of accelerating digital dollarisation .  

 

 

2.3.3. FINANCIAL STABILITY SPILL - OVERS  

European banks and other financial institutions borrow in dollars 

and issue other forms of debt in that currency ( Klaus and Mingarelli, 

2024 ) to extend credit in dollars and expand their international 

business footprint . A dollar -centred  financial crisis thus also  

potentially  strikes at European banks, investment funds, pensions 

and other financial institutions. In 2008, large European banks faced 

a sudden stop in wholesale dollar funding . While their exposure to 

dollar liquidity has reduced since then,  the basic vulnerability is still 

there. At the time, the  activation of the  Federal Reserve’s swap lines 

provided the dollar liquidity that European central banks could not 

create themselves.  

The legal foundations of the swap -line regime, always questionable, 

look increasingly fragile amidst attacks on the Fed’s independence 

(Perry, 2020 ; Menand 2021 ). The Fed’s legal basis for issuing swap 

lines rests on the interpretive claim that swaps are not loans to 

foreign central banks. Such interpretations look vulnerable in a 

policy  landscape  increasingly marked by a rejection of broad 

administrative powers  and a claim that monetary policy should be 

focused on a narrow price stability remit . Seeking to ban all 

controversial legal interpretations by independent agencies, the 

Trump administration has, for now and with the implicit blessing of 

the Supreme Court, exempted the Fed in its “conduct of monetary 

policy”, but this does not extend to other tasks ( Trump, 2025b ).  

https://home.treasury.gov/news/press-releases/sb0314
https://www.ecb.europa.eu/press/financial-stability-publications/fsr/focus/2024/html/ecb.fsrbox202411_04~9a4d04b582.en.html
https://www.ecb.europa.eu/press/financial-stability-publications/fsr/focus/2024/html/ecb.fsrbox202411_04~9a4d04b582.en.html
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3602740
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3602740
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3602740
https://www.whitehouse.gov/presidential-actions/2025/02/ensuring-accountability-for-all-agencies/
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The current administration could treat crisis -access to dollar swap 

lines as a political favour.  Good examples of ongoing politicisation  

are the US administration issuing a US Treasury swap line via the 

exchange stabilisation fund to Argentina or the recent request by 

the United Arab Emirates in response to the Iran crisis. For Europe, 

blocking access to dollars could be used as a threat, with hard -to-

foresee  consequences if acted on. European sovereigns and their 

banks would be forced into emergency liquidations of their USD 

assets. The EU’s investors would incur losses in such a fire sale and 

may at times fail to raise sufficient cash. To be sure, such sales would 

also have clear negative repercussions for the US, as they easily 

overwhelm the intermediation capacity of US primary dealers: the 

treasury market would likely crash , and the Fed would need to 

intervene on an unprecedented scale ( Dafermos  et al , 2023 .). Such 

a crash would also severely dent the US’s status as a global issuer. 

Still, the EU’s dependence on politicised  swap lines creates a clear 

vulnerability, which the US could easily exploit for short -term 

leverage ( Sigl -Glöckner et al., 2026 ).  

  

https://journals.sagepub.com/doi/10.1177/0308518X221128302
https://ideas.repec.org/p/zbw/dzimps/337419.html
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3. The economics of currency 
internationalisation  

Dollar dependence will not go away simply due to more volatile 

returns for investors, since it does not rest on returns alone ( Pforr, 

2025 ). In the 1970s, dollar use expanded dramatically even as the 

currency depreciated: since then, returns on dollar debt have 

generally been more volatile than those of other major Western 

currencies ( Eren and Malamud, 2022 ).  

Weaning the EU off its dollar dependence is not easy, since powerful 

network effects hold the dollar in place (3.1). Moreover, different 

uses of money are loosely interdependent, so that measures solely 

geared towards one field (e.g. payment dedollarisatio n) will be 

unsuccessful without corresponding (e.g., trade and investment -

focused ) measures (3.2). However, the network effects that hold the 

dollar in place, can also reverse: progress in one field of currency 

competition also strengthens efforts in others. Shifting 

denomination behaviour in the EU thus requires concerted action 

across  a wide range of policy fields. Unlike most jurisdictions, the EU 

has under -appreciated strengths as a currency bloc , if it gets its act 

together (3.3). It is one of the world’s largest economies, with a 

particularly sizable trade footprint . It also has large, developed 

financial markets with a high degree of openness to the world . 

Finally, and perhaps most importantly , its constitutional structures 

give it a high level of credibility as a creditor and multilateral partner.  

3.1. INCUMBENC Y  A DVANTAGE AND  N ETWORK EXTERNALITIES  

International currency use is first and foremost  a market 

phenomenon. This makes active policy to promote progress in 

individual policy areas more difficult, in particular in the context of 

the EU’s liberal economic model. At the end of the day, economic 

contracts, including the choice of currency denom ination, are set by 

the private sector . Individuals  and firms are mostly  free to  choose 

the most cost -efficient currency denomination.  

The market dynamics of international currency use are 

characterised by the existence of pervasive network externalities. 

Europeans use the dollar because their domestic and international 

https://ideas.repec.org/a/cup/intorg/v79y2025is1ps117-s133_9.html
https://ideas.repec.org/a/cup/intorg/v79y2025is1ps117-s133_9.html
https://www.sciencedirect.com/science/article/pii/S0304405X21002932
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counterparties use the dollar. Such network externalities exist both 

within and between purposes. Consider the three uses again:  

Settlement and payment network externalities : The utility of any 

given means of payment depends on good infrastructures and 

widespread acceptance, which bring down transaction costs. 

Widespread acceptance benefits the currency (where liquidity is 

subject to network effects) and payment infrastructure s within that 

currency (which are subject to technological platform network 

effect) ( Rochet and Tirole, 2003 ; Evans and Schmalensee, 2005 ). 

For an example of the former, most currency trades involve the 

dollar on one side, often intermediating a transaction between two 

currencies only used much more rarely ( BIS, 2025 ). International 

payments are often converted from local currencies to USD, and 

then from USD to a second local currency, simply because the USD 

pathways are the cheapest. 89% of all over -the-counter foreign 

exchange transactions involved the dollar (compa red to 29% for the 

euro) ( BIS, 2025b ). Because the dollar is so widely used , USD -

transactions benefit from very low bid -ask spreads, which in turn 

creates more use. For an example of technological platform network 

effects , VISA and Mastercard derive their crucial role in European 

payment services from their ability to transact payments across the 

continent. Using the dollar here is cheap exactly because everyone 

uses the dollar; because everyone uses the dollar, relying on  it is 

cheap.  

Savings and investment  network externalities : The choice of a 

currency to invest and issue in is determined by the size and liquidity 

of markets, giving rise to what economists call a convenience yield 

on USD -denominated assets ( Krishnamurthy and Vissing -

Jorgensen, 2012 ; Gorton, 2017 ). The depth of the USD financial 

markets creates safety and instant convertibility that investors are 

willing to pay a premium for. Because major central banks and asset 

managers hold dollar assets to manage daily liquidity, the market 

becomes the most liquid. As a consequen ce, although investors 

typically have a strong bias towards investments denominated in 

their own currency, this is not the case for the dollar ( Maggiori  et al , 

2020 ).  

Trade and invoicing network externalities : firms price in dollars 

simply because others price in dollars ( Gopinath, 2015 ; Gopinath et 

al.,2020 ; Amiti  et al , 2022 ). Following the Dominant Currency 

Paradigm literature, firms use the dollar as an invoice currency for 

two types of reasons: (i) strategic complementarities: firms want to 

https://ideas.repec.org/a/tpr/jeurec/v1y2003i4p990-1029.html
https://direct.mit.edu/books/book/2505/Paying-with-PlasticThe-Digital-Revolution-in
https://www.bis.org/statistics/rpfx25_fx.htm
https://www.bis.org/statistics/rpfx25.htm
https://ideas.repec.org/a/ucp/jpolec/doi10.1086-666526.html
https://ideas.repec.org/a/ucp/jpolec/doi10.1086-666526.html
https://ideas.repec.org/a/anr/reveco/v9y2017p547-586.html
https://ideas.repec.org/a/ucp/jpolec/doi10.1086-705688.html
https://ideas.repec.org/a/ucp/jpolec/doi10.1086-705688.html
https://ideas.repec.org/p/nbr/nberwo/21646.html
https://ideas.repec.org/a/aea/aecrev/v110y2020i3p677-719.html
https://ideas.repec.org/a/aea/aecrev/v110y2020i3p677-719.html
https://ideas.repec.org/a/oup/qjecon/v137y2022i3p1435-1493..html
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keep their prices stable relative to those of competitors, who price 

in dollars, (ii) input -output linkages in global value chains: firms want 

to keep their output prices stable relative to the input prices, which 

are priced in dollar.  

3.2. INSTITUTIONAL INTERDEPENDENCIES  

Crucially, these three uses also benefit from network externalities 

amongst each other. Such interdependencies are loose since in 

theory , the different purposes can be distinguished. However, in 

practice, use of a currency for one function further strengthens its 

use for other s. 

Figure 8 · Dollarisation’s three uses reinforce one another 

Loose interdependencies between the three uses of a currency.  

 

Source: Authors ’ own elaboration.  

Two interdependencies are crucial (see Figure 8). First, the EU is 

dependent on the US for payments because its residents use the 

dollar for investment and trade. Consider the deeper reason for 

European banks’ vulnerability to secondary sanctions, which 

reflects  their need to settle payments via New York correspondent 

banks. European banks are tied to New York because they issue 
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dollar -denominated bank deposits to provide financial services to 

their corporate customers and fund investments in that currency. 

This interdependence is loose because, in principle, it would be 

possible to use the dollar to invoice a sale without settlin g the 

payment for that sale in New York. For example, China has 

developed a strategy of derisking its dollar -denominated trade by 

creating an RMB -denominated settlement infrastructure  (see Box 

1). This allows firms to settle payments in RMB, while invoicing in 

dollars. However, this partial success in dedollarisation depends on 

extensive capital account restrictions and other interventionist 

policies hard to envisage in an EU -context. The EU is lo cked into the 

US’s financial orbit through a complex web of institutions, banking 

practices and financial infrastructures. An EU strategy of payment 

dedollarisation , narrowly focused on a digital currency and other 

means of payment, is thus unlikely to succeed (see Box 2).  

The second major interdependence is that between the EU’s 

investment and savings dollarisation and the use of the dollar for 

trade. Firms that sell products in dollars will highly likely also want to 

use the dollar for investment purposes (i.e. hold dollar -denominated 

bank accounts, receive dollar -denominated trade credit , issue debt ) 

(Gopinath and Stein, 2021 ). If an EU firm’s assets are valued in 

dollars, it is likely to issue debt in dollars to avoid a currency 

mismatch on its balance sheet ( Eren and Malamud, 2022 ). It will also 

take out trade credit,  trade insurance  and any financial derivatives 

for hedging against exposures that result from the trade in dollars. 

Once a firm has issued dollar -denominated debt, it has an even 

stronger incentive to invoice its expor ts in dollars (creating a 

“natural hedge” to pay off that debt). These interdependencies thus 

strengthen network effects. Firms issue debt in dollars partly due to 

the widespread use of the dollar for invoicing and finance. High 

international demand for dollar -denominated debt, con versely, 

makes it cheaper and deeper for firms to borrow in dollars, further 

locking in dollar dominance.  

Payment and settlement  

dedollarisation would be at 

best partial because it does 

not end invoice dollar 

dependence. EU firms would 

remain exposed to dollar 

exchange rate volatility. To 

hedge this risk, they would 

seek more FX derivatives, 

which in turn require  that 

European banks accumulate 

and hold USD -denominated 

safe assets. More 

interventionist policies could 

also be sidestepped via 

regulatory arbitrage and 

offshore corporate vehicles.  

https://ideas.repec.org/a/oup/qjecon/v136y2021i2p783-830..html
https://www.sciencedirect.com/science/article/pii/S0304405X21002932
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Figure 9 · Many large euro-area firms issue debt in foreign 
currencies 

The highest reported level of FX debt as a percentage of total debt reported by 

large firms during the sample period 2005 –2023.  

 

Source: EMPN estimate based on Alfaro, Caballero and Hardy (2025); shares digitised from 

the published figure.  
How to read: During the period 2005 –2023, 21.6% of Dutch large firms reported, in at least 

one year, more than 75% of their debt denominated in a currency other than the euro 

(typically the dollar).  

The currency denomination of trade is, accordingly, a major driver 

of payment and investment uses of currency, as is also clear from 

historical experience. For example, the US dollar’s international use 

started with trade invoicing in the 1910s, replacing sterling trade 

credit during World War 1. To this end, the 1913 Federal Reserve Act 

set up a central bank to discount trade bills ( Broz, 1997 ; Eichengreen  

et al , 2018 ). With the end of Bretton Woods, the US used  the 

invoicing of energy trade  to anchor the dollar’s international role . 

The Marshall Plan resulted in large European oil imports from the 

US, creating a steady demand for USD assets. Then, in the 1970s, as 

the US became a net importer of oil, it fostered  USD use by 

pressuring the Gulf states to invoice  oil trade in dollars ( Spiro, 1999 ). 

While today the main focus of EU policy discussion is often on 

investment purposes (safe assets, capital markets), successful de -

dollarisation of trade is crucial.  

https://www.cornellpress.cornell.edu/book/9780801475955/the-international-origins-of-the-federal-reserve-system/
https://press.princeton.edu/books/hardcover/9780691177007/how-global-currencies-work
https://press.princeton.edu/books/hardcover/9780691177007/how-global-currencies-work
https://www.degruyterbrill.com/document/doi/10.7591/9781501711978/html?lang=en
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The gap is widest in the credit that finances trade. At the end of 2020 

the euro carried 37% of total Swift payment value against the dollar ’s 

39%, but only 7% of trade -finance value against the dollar ’s 86% 

(Cipriani et al., 2023 ). The euro moves payments almost as widely as 

the dollar and finances almost none of the trade behind them.  

These economic dynamics suggest the need for coordinated action 

across policy fields targeting payment, investment and trade. With 

a more coordinated strategy in place, however, interdependencies 

and network effects will also work in favour of the EU: succ ess is self -

reinforcing through feedback loops and tipping points. The roots of 

the EU’s dollar problem are thus deep, but can be overcome through 

a concerted strategy.   

 

B OX 1: T HE C HINESE RMB  STRATEGY (Gerresheim et al 2026 ) 

The past 15 years China has meticulously executed a strategy to 

promote the international role of the RMB and reduce its 

vulnerability to dollar dependence   (Eichengreen et al., 2024 ; 

Hofman and Petry 2025 ). Despite its highly restrictive capital 

account, China has so far benefited most from the dollar’s retreat .  

Its progress has differed markedly across the three use -cases of an 

international currency , with  succes s mostly on settlement  and to 

some extent  invoicing.  

China has sought  to develop efficient payment infrastructure, such 

as an offshore clearing -bank network, the CIPS payment system, a 

central bank digital currency (the e -CNY). The PBoC has also built a 

vast bilateral swap line network not only to backstop financial 

friends like that of the Federal Reserve but also to expand the role 

of the RMB in international trade invoicing and settlement  (Bahaj 

and Reis 2026 ). China is  now offering a fully sovereign and fully 

public payment infrastructure outside of the reach of US sanctions, 

which is an extraordinarily valuable asset in an increasingly 

geopolitically fragmented world. Across these strategies, C hina 

made most progress on settlement, with more than half of its own 

trade now settled in RMB , up from 10 per cent in 2012.  Progress on 

invoicing and investment has been more limited . The RMB has 

recently overtaken the euro as the second most -used currency for 

trade invoicing , but the currency is still barely used between third 

countries. For investment use, China is held back by the shallowness 

of RMB markets  and the split  between an onshore market and an 

offshore RMB market focused on Hong Kong . China maintains a 

https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.37.1.31
https://dezernatzukunft.org/publikationen/chinas-dedollarisation-strategy
https://ideas.repec.org/a/bla/intfin/v27y2024i2p102-128.html
https://www.chinakennisnetwerk.nl/publications/37-internationalization-rmb-status-options-and-risks
https://doi.org/10.1093/restud/rdag011
https://doi.org/10.1093/restud/rdag011
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restrictive regime administered by the State Administration of 

Foreign Exchange, which manages capital flows through 

quantitative limits, licensing requirements for inflows, time 

stipulations on outflows, and entire asset classes banned from 

investment. This makes RMB -denominated assets and liabilities 

highly vulnerable to political interference. However,  the RMB ’s 

inclusion in the SDR basket  quietly contributed to mak ing  the RMB  

a more  widely used investment  currency for global official reserve 

managers  (particularly for some of the large  emerging economies’ 

central banks) . 

Without deep, open, and liquid RMB markets, FX -hedging stays 

costly and the more fundamental use -cases cannot follow 

settlement. Lifting these  capital  controls would force China to 

reduce its ability to control domestic and external monetary 

arrangements. These policies are unlikely to change rapidly as they 

reflect both domestic surveillance objectives and a deep fear of  

capital flight and  foreign weaponisation thereof  (Freymann and 

Heng, 2025 ).  

Figure 10 · The RMB has recently surpassed the euro in trade, 
but both currencies continue to lag far behind dollar 

Shares of top three currencies in SWIFT trade finance messages (percentages, 

monthly, 2017 –2026)  

 

Source: Based on ECB (2026), SWIFT trade finance messages  

  

https://www.cambridge.org/core/journals/china-quarterly/article/logic-of-partial-rmb-internationalization-prc-perspectives-on-financial-war/F59B2CD96EB9FC7BA428D8D600ACB1F5
https://www.cambridge.org/core/journals/china-quarterly/article/logic-of-partial-rmb-internationalization-prc-perspectives-on-financial-war/F59B2CD96EB9FC7BA428D8D600ACB1F5
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3.3. HIDDEN STRENGTHS  

International use of currencies changes only slowly, with few 

historical examples of major shifts to guide our thinking. In an 

increasingly multipolar monetary order, states will need to make 

consequential decision s on their currency mix. The EU faces a set of 

hard choices, but so do many other countries. Unlike other 

jurisdiction s, the EU has a clear path towards developing its 

currency into an alternative to the dollar.  

First, the EU is a large economy with extensive trade relations, 

broadly comparable to the US and China. It is particularly important 

as a trading block. 72 countries, together constituting around 40% 

of world GDP, have Europe as their most important trading partner. 

The EU also has the largest number of trade agreements.  

Since trade is  at the core of an effective international currency, the 

EU’s size as a trading block is a key asset for currency competition. 

However, the EU could use its trading power more effectively 

(Vallée, 2025 ; 2026 ). Important steps could be taken by pushing 

domestic firms to invoice in euros, focusing on sectors that are less 

dependent on dollar inputs, mostly sell to European customers and 

(as most EU firms do) have euro -denominated wages as their 

largest input cost. Further incentives for euro us e could be created 

through currency conditions on exp ort credit and insurance , some 

currency provisions in the EU’s free trade agreements as well as  a 

targeted  bilateral swap network of the ECB.  

Table 1 · External Financial Assets of Leading 3 Economies 2025 
(Millions USD & % Global GDP) 

 External portfolio investment 

(Bonds and equities)  

External other 

investments (Loans 

etc)  

EU27, extra -EU 

(Eurostat ) 

$17,737,750.4  

(15.0%) 

$8,727,202.4  

(7.4%)  

US ( FRB Saint 

Louis )  

$19,200,196.0  

(17.3%) 

$6,492,483.0  

(5.9%)  

China ( SAFE ) $1,987,500.0  

(1.8%) 

$2,449,400.0  

(2.2%)  

 

https://www.phenomenalworld.org/analysis/a-global-euro/
https://www.europarl.europa.eu/thinktank/en/events/details/public-hearing-on-the-global-role-of-the/20260413CHE14002
https://ec.europa.eu/eurostat/databrowser/view/bop_iip6_q__custom_21252366/bookmark/table?lang=en&bookmarkId=01ae34fa-1329-4761-905c-335a832ae9ac&c=1777549593000
https://fred.stlouisfed.org/series/IIPPORTAQ
https://fred.stlouisfed.org/series/IIPPORTAQ
https://www.safe.gov.cn/en/2026/0327/2405.html
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Table 2 · External Financial Liabilities of Leading 3 Economies 
2025 (Millions USD & % Global GDP)  

 External portfolio 

investment (Bonds and 

equities)  

External other investments 

(Loans etc)  

EU27, extra -EU 

(Eurostat ) 

$20,657,544.3  

(17.5%) 

$7,980,059.1  

(6.8%)  

US ( FRB Saint 

Louis ) 

$38,248,608.0  

(34.5%)  

$9,963,822.0  

(9%)  

China ( SAFE )  $2,350,700.0  

(2.1%) 

$1,358,000.0  

(1.2%) 

 

Second, even if segmented, the EU has sizable, developed financial 

markets and a fully liberalised capital account, which underpin its 

attractiveness to foreign capital. Its economic strength and 

openness facilitate vast EU cross -border  financial flows, with a 

substantial proportion of this capital allocated to US markets (see 

Tables 1 and 2). As we explain in Box 1, a lthough touted as a 

challenger to the dollar, the RMB lacks  similarly deep and liquid 

financial markets that are open to foreign investors.  

The euro, in contrast, already has sizable financial markets free from 

capital controls, with approximately 20% of all global external assets 

and liabilities currently denominated in euros (roughly 50% is dollar -

denominated) ( EC, 2026 ). Although still segmented by institutions, 

regulation, insolvency laws and tax regimes, the EU has policies to 

improve its international standing, such as the European Market 

Infrastructure Regulation and the 2020 Capital Market Union action 

plan (with important recent progress on corporate insolvency and 

the Retail Investment Strategy) ( EC, 2026 ). Further progress can be 

made through Savings and Investments Union initiatives to 

harmonise supervision and regulation, and  an ambitious, 

internationally oriented digital euro proposal (See Box 2). The EU 

has also made important steps to enhance the EU and its member 

states’ standing as issuers of safe assets. For example, in 2023, the 

EU consolidated issuance for different programmes under a single 

EU -Bond umbrella. These steps reflect the sophis ticated EU -

legislative machine, which has enabled integration of markets since 

the 1980s.  

https://ec.europa.eu/eurostat/databrowser/view/bop_iip6_q__custom_21252366/bookmark/table?lang=en&bookmarkId=01ae34fa-1329-4761-905c-335a832ae9ac&c=1777549593000
https://fred.stlouisfed.org/series/IIPPORTAQ
https://fred.stlouisfed.org/series/IIPPORTAQ
https://www.safe.gov.cn/en/2026/0327/2405.html
https://www.consilium.europa.eu/media/buspxaox/strengthening-the-international-role-of-the-euro-note-for-the-eurogroup.pdf
https://www.consilium.europa.eu/media/buspxaox/strengthening-the-international-role-of-the-euro-note-for-the-eurogroup.pdf
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Third, more intangible but ultimately decisive, is the EU’s credibility 

and strong commitment to the rule of law. A global currency issuer 

is a global issuer of liabilities, which are immaterial commitments 

backed by trust. Asset owners risk not only sanct ions, confiscation 

and default, but also erosion of the real value of their assets through 

inflation, tax regimes and other legislative choices. The link between 

democracy and money goes deep. In the past centuries, successful 

currencies have rarely been i ssued by absolute monarchs. Instead, 

international money came from relatively small Italian city -states 

and the Dutch Republic, credible republics ruled by merchants 

(Stasavage, 2011 ). Credibility, too, has been core to the US’s 

monetary order, with central bank independence and its liberal 

economic policy securing the real value of treasury debt.  

The EU is highly reputable in this regard, with strong institutions and 

a commitment to investor rights (see  e.g. the W orld Bank's 

Worldwide Governance Indicators ). This is also reflected in its 

standing as an issuer: unlike the US, the EU itself has a AAA -credit 

rating and five out of nine  AAA sovereigns are EU member states. 4 

The EU’s constitutional structure of a supranational legal order and 

democratic member states further support the strong rule -based 

character of the EU polity. This makes the EU a reliable partner in an 

increasingly anarchic world economy.  (It is for that reason that the 

ECB has pushed  European government s to avoid the confiscation of 

official reserve assets held in Europe’s banks and clearing houses in 

violation of sovereign immunity principles enshrined in international 

practices. ) 

The features of states that are decisive for issuing an international 

currency are often really hard to acquire for states that do not have 

them, having their roots deep in geographic factors of size and the 

state’s constitutional structure. It is then sur prising that despite 

these strengths, the EU has consistently failed to act on its ambition 

to boost the euro’s global standing.   

 

B OX 2: C RUCIAL BUT PARTIAL ROLE OF THE  RETAIL  DIGITAL 

EURO  

The digital euro is the first serious effort to create a pan -European 

public retail payment system. It is meant to combine the privacy and 

reliability of cash with the ease of digital payment. In June 2023 , the 

Commission proposed legislation, which is now making its way 

through the EU’s legislative process. In October 2025, the ECB 

4 In April 2026, the EU is rated 

AAA by Fitch, Moody’s, 

Scope and DBRS and AA+ by 

S&P . States with a AAA -rating 

from all three major ratings 

agencies are Denmark, 

Germany, Luxembourg, the 

Netherlands, and Sweden, as 

well as Australia, Norway, 

Singapore, and Switzerland.  

https://press.princeton.edu/books/hardcover/9780691140575/states-of-credit
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announced that it would move forward to a new, two -year phase of 

technical build -out and piloting  (ECB 2025 ). In its current iteration, 

the digital euro is meant to complement cash for day -to-day 

payments . The central bank will provide the core settlement 

infrastructure and set the rulebook, but it will not know who is 

conducting individual payments. Instead, the digital wallets of users 

are topped up from their bank accounts. Customer -facing payment 

servic es will remain with banks and other private sector providers. 

Digital wallets will be capped at a yet to be determined amount (the 

value of €3,000 is regularly mooted). The draft law contains 

provisions to enable the use of the euro in non -euro member states 

and third countries (Article 18, 19 and 20).  

The introduction of a digital euro would be historical, providing the 

EU with a widely used payment system free from US interference. 

This is an important step to give the euro a future as a global 

currency, but it does little to promote internationalisation: the 

current Regulation limits foreign holdings and seeks to prohibit use 

for wholesale payment. Some have argued that the EU could already 

make itself independent of the US for payment purposes through a 

euro stablecoin –  a digital euro token issued as a debt by European 

banks  (Navarette 2025 ). However, European banks are highly 

vulnerable to secondary sanctions. They are a n easy target for the 

US when seeking to block competitors to the dollar  and are largely 

outside the control of policymakers when struck by a cyber -attack 

or other emergency. ECB -issued token s would help free the EU from  

US -based payment companies and the global dollar infrastructure . 

  

https://www.ecb.europa.eu/press/pr/date/2025/html/ecb.pr251030~8c5b5beef0.en.html
https://institutodeanalistas.com/wp-content/uploads/8.-DO-WE-REALLY-NEED-THE-DIGITAL-EURO.-A-SOLUTION-TO-WHAT-PROBLEM-EXACTLY-FERNANDO-NAVARRETE-1.pdf
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4. Towards a concerted strategy 

The EU as a whole has much to gain from strengthening the euro’s 

international role, but private actors moving away from the dollar 

still  face high costs and risks. Escaping this collective trap requires 

coordinated action to create economically viable and efficient 

options for  a euro -based alternative to the dollar (4.1). The  major 

obstacles towards achieving those  goal s is that the  EU lacks 

governance structures that are sufficiently political in nature (4.2). 

Three key obstacles hinder the EU from effectively promoting the 

euro’s international role: (i ) siloed policymaking, (ii) ineffective 

conflict resolution  between European institutions and between 

Member States , (iii) lack of institutional anchoring and 

accountability. Going forward , the EU needs a dedicated strategy, 

which is set out in an inter -institutional report, implemented by a 

dedicated Eurogroup+ Internationalisation Taskforce  and where 

accountability is anchored in a Euro Internationalisation Semester 

(4.3).  

4.1. DEDOLLARISING AND BUILDING INTERNATIONAL EURO USE  

Network externalities and loose interdependence imply two 

features of international currencies that are crucial for currency 

internationalisation : 

• Lock -in effects : Once an international currency is large enough, 

users find it difficult or expensive to switch to an alternative, 

even if that alternative offers better stability or political 

alignment. This creates a coordination failure: while the EU 

economy as a whol e might benefit from switching to the euro, 

no single private actor can move first without facing higher 

costs or liquidity risks. The collective trap makes purely market -

led adjustment impossible.  

• Heterogeneous dependence : Within any given function, the 

extent of lock - in differs between market participants. The EU’s 

petrochemical industry is highly dollarized as both its main 

inputs (fossil fuel feedstocks and intermediate chemicals) and 

its international competitors all p rice in dollars. European firms, 

however, often source a considerable share of their inputs in 

euros, in particular wages.  
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A sizable EU -currency that is widely used for payments, investment 

and trade would break USD lock -in, while providing the continent 

with a powerful means of geoeconomic leverage and a safeguard of 

its domestic monetary sovereignty. Can it be done?  

Dedollarising the EU is unavoidably  a project of internationalising 

the euro. Europeans today use the dollar because their domestic 

and international counterparties use the dollar for payments, trade 

and finance. This collective trap makes purely market -led 

adjustment impossible and require s the dedicated building of 

alternative institutions and banking practices. A successful strategy 

requires shifting market incentives for EU -residents such that they 

and their foreign counterparties prefer euro -based alternatives. 

Dedollarising  the EU is thus inherently a project of internationalising 

the euro, thereby breaking USD lock -in.  

What, then, should a successful euro internationalisation strategy 

look like?  As the euro’s international role grows, it will attract more 

users, which increases its utility. Once euro -based alternatives 

become cheaper, and as  the cost of being reliant on a foreign issuer  

goes up , adoption becomes rapid and widespread. C oordinated 

action on payments, trade and investment could push different uses 

of the euro past tipping point s, beyond which adoption carries itself  

(see Figure 11) . 

Crucially, the euro does not need to surpass the dollar and become 

the new global currency hegemon  to benefit from self -enforcing 

systemic dynamics . The key objective should be to develop euro -

based alternatives that are economically viable and efficient. This 

can be done through a global financial infrastructure that is better 

than that available to dollar users. It also requires dedicated 

multilate ral engagement with third countries to agree on the new 

rules of the monetary game.  
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Figure 11 · Past the tipping point, euro adoption sustains itself 

The image depicts the tipping point where the angle of the incline, θ (theta), 

exceeds ϕ. 

 

Source: Authors' own elaboration.  
How to read: The block tips once the incline angle θ passes the critical angle arctan(w/h) , 

where the weight line mg falls through the pivot edge rather than back into the block.  
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There is already considerable agreement on the types of policies 

that would be effective, although they also (e.g. the Savings and 

Investments Union) have their own implementation challenges. We 

list a set of feasible and effective policies, but our instit utional 

diagnosis is compatible with a wide range of specific euro 

internationalisation strategies.  

• For euro -denominated payment and settlement , n ew 

technological developments are on course to revolutionise 

existing practices and institutions (EBA, 2024 ; Eurosystem, 

2026 ; Eurogroup+, 2026 ). In this context, US -centred 

correspondent banking systems look slow, expensive and 

highly vulnerable to interference. To provide the EU and third 

countries a way out of settlement and payment dollarisation, 

the EU should aim to develop euro -denominated settlement 

infrastructures that  bypass and  surpass dollar -based systems 

in speed, cost, and resilience. For retail payments, the digital 

euro will be crucial, but it for now lacks cross -border modalities 

(See Box 2). The ECB’s TARGET Instant Payment 

Settlement  (TIPS) is already faster, cheaper and settles entirely 

in central bank money. The EU should accelerate its work on 

wholesale CBDC (Pontes/Appia) and  develop ways to link the 

digital wholesale euro to non -EU fast payment systems (e.g., 

UPI, Pix ) via Project Nexus of the Bank for International 

Settlements. The future of global euro payments will likely 

involve multiple ECB -issued public credit and token settlement 

assets and a diversity of privately issued credit and token 

money forms. To incorpo rate new and better digital forms of 

private money, the EU needs to make space for innovation and 

experimentation. For example, privately issued euro token 

money can take many forms , including stablecoins (backed by 

reserves) and tokenised bank deposits (backed by bank 

convertibility), likely not transferable to non -clients of that bank 

without the bank’s involvement or knowledge ( Reichlin et al , 

2026 ). Some argue that Europe could seek to expand the use of 

euro -denominated stablecoins to propose an alternative and 

avoid dollarisation, but this strategy carries  financial stability  

risks. Indeed, if the  key  issuers are primarily US -based  with 

counterparts in Europe , it is not clear how much it helps avoid 

dollarisation risks . It would also increase considerably financial 

stability risks if stablecoins issues in Europe and in the US were 

fungible and redeemable across borders . Importantly, it is not 

clear that the demand for euro denominated stable coins would 

https://www.eba.europa.eu/sites/default/files/2024-12/4b294386-1235-463f-b9b5-08f255160435/Report%20on%20Tokenised%20deposits.pdf
https://www.ecb.europa.eu/press/pubbydate/2026/html/ecb.eurosystemcomprehensivepaymentsstrategy202603.en.html
https://www.ecb.europa.eu/press/pubbydate/2026/html/ecb.eurosystemcomprehensivepaymentsstrategy202603.en.html
https://www.consilium.europa.eu/media/yp2bj0fd/statement-on-digital-finance.pdf
https://www.bruegel.org/policy-brief/new-strategy-contain-stablecoin-risks-european-union
https://www.bruegel.org/policy-brief/new-strategy-contain-stablecoin-risks-european-union
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be that significant. Across these instruments , there are 

fundamental financial stability risks. For example, given the 

European regulatory framework, where under MiCAR 

regulation redemptions in Europe are free of charge, US -issued 

fungible stablecoins could be exported to Europe  and 

redeemed there . In a rapidly evolving field, it is crucial to take 

an approach that is technologically neutral and neither 

beholden to misplaced tech optimism nor incumbent banking 

sector  interests  in finding the most efficient technological 

payment solutions.  

• The trajectory for promoting euro -denominated  savings and  

investments  is clear and the key parameters are by now well -

understood. The dominance of US capital market reflects their 

depth and liquidity, which investors are willing to pay a 

premium for (the convenience yield). Achieving global currency 

status requires, first a nd foremost, an expansion in the supply 

of euro -denominated safe assets. To date, EU safe asset 

issuance at just short of €800 billion remains at a modest size 

while the debt of many EU member states lacks safe asset 

status ( EC, 2026b ). Currently, the German bund operates as the 

EU benchmark asset (the asset used to price euro -

denominated securities). A broader pool of assets serves as 

safe assets , defined as securities that reliably appreciate in 

value during systemic crises due to flight -to-safety dynamics. 

The persistent yield spreads between Eurozone member states 

demonstrate that the majority of EU sovereign bonds function 

as risk assets, depr eciating during periods of market stress. 

The EU can  address the shortage of euro safe assets by issuing 

common debt and improving the safe asset status of euro -

denominate d sovereign debt   (Wesseling, 2026 ). This can be 

done by improving national creditworthiness, harmonising  

existing debt markets and supportive monetary policy (see Box 

3). The Savings and Investments Union is not only key to 

promoting the EU as a destination for global investors but also 

for attracting European investors back home. Key measures are 

harmonised  legal regimes (or a 28th regime)  and  supranational 

supervision . A last point:  dollar FX -markets now benefit from 

high liquidity and low bid -ask spreads. EU efforts incentivise  

euro -invoicing and more direct euro conversion can serve to 

create a new equilibrium for the euro currency market, with 

positive knock -on effects for euro -denominated securities and 

derivatives. Although in attracting capital market investment , 

https://ec.europa.eu/commission/presscorner/detail/en/ip_26_808
https://esb.nu/een-grotere-internationale-rol-van-de-euro-moeten-we-verdienen/
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technology likely plays a smaller role, the EU should still aim to 

be at the technological frontier, with regulation to standardise 

legal recognition of tokenised euro -denominated assets.  

• For euro -denominated trade invoicing , the EU should aim to 

selectively dedollarise  cross -border value chains in sectors 

where this is realistic, reflecting the heterogeneity of dollar 

dependence. Feasibility is highest in sectors where the EU is a 

major buyer, seller, or standard -setter (e.g., intra -EU trade, 

agricultural products, gree n technologies, or aerospace). In 

these areas, the EU can use its economic weight to incentivise 

or mandate euro invoicing, for example  through trade 

agreements  and  public procurement. In other sectors, dollar 

dependencies may be highly entrenched: Consider 

commodities  where global pricing is tied to dollar -

denominated benchmarks (e.g., LME, CBOT) or complex supply 

chains (e.g., high -tech, aerospace). In a development context, 

local currency loans have clear advantages for the recipient. 

There are again a wide range of levers that the EU could use (i ) 

Trade policy can incorporate euro invoicing clauses in trade 

agreements and mandate or incentivise euro invoicing for EU -

funded projects or tenders in strategic sectors. (ii) Trade credit 

and financing as well as international development loans 

(European  Investment Bank, member state lending 

programmes, perhaps the European Bank for Reconstruction 

and Development) can more frequently be issued in euros. This 

need not be a blanket policy, but again it should be tailored to 

target specific value chains. (iii) The EU should make rules for 

public procurement that favour euro invoicing. (iv) EU Industrial 

policy should link priority sectors such as renewables and 

digital infrastructure to financial and payment infrastructures. 

(v) the EU should create alternative euro -based benchmarks for 

key commodities. And (v i) the ECB sh ould complement its 

current EUREP framework with a clear swap line network 

specifically designed to expand international trade and 

invoicing in euros  (see Box 3) . Ultimately, dedollarisation of 

invoicing must be selective and strategic, focusing on sectors 

where the EU can effectively break dollar lock -in. 

Offshore banking infrastructures and practices  are a cross -cutting 

precondition for international use of the euro . Euro 

internationalisation requires that financial institutions outside the 

euro area issue larger volumes of euro -denominated bank deposits 
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and issue more euro -denominated credit. This involves liquidity 

and exchange rate risks for both the banking system and the 

sovereign. Here, swap line policy and regulatory cooperation are 

crucial. Swap lines allow foreign central banks to provide 

emergenc y credit in a crisis (see Box 3). The ECB should clearly 

commit to its willingness to act as a global lender of last resort, 

especially as US commitment to this role wavers.  Increasingly, the 

EU may want to engage with third countries directly on 

harmonising banking regulation and supervision, rather than doing 

so in the context of existing financial transgovernmental network s 

(the Network for Greening the Financial System is a good example 

of how such coordination could be structured) ( Helleiner  et al , 

2025 ).  

4.2. INSTITUTIONAL OBSTACLES  

In light of this list of feasible and effective policies to realise the 

euro’s potential as a global currency, we ask a crucial institutional 

question: Why has the EU not realised its potential a s a  major 

international currency? Discussions of this question often 

emphasise a single aspect of currency interna tiona lisation. For 

example, the absence of a large pool of euro -denominated safe 

assets ( Ilzetzki et al, 2020 ) or the fragmentation of capital markets 

(ECB, 2025 a). However, as we have seen, promoting the 

international role of a currency requires concerted actions across 

many different policy fields, with a need to align policies across 

payment and trade. The recent European Commission ’s note to the 

Eurogroup ( EC, 2026 ) is a major step forward, but it falls short of a 

real  strategy.  

The crucial obstacles to successful euro internationalisation are not 

technical but political in nature. 5 For one,  a concerted  strategy 

requires action across payment, investment and trade policy, which 

are highly siloed in an EU context. Already in a conventional state 

context, international currency use  spans ministries such as finance, 

economy and foreign affairs ( James, 2013 ). In the past decades, 

monetary and financial policy has increasingly been delegated to 

central banks and other independent agencies, which engage in 

their own international financial diplomacy in the context of the Bank 

for International Settlements, its Basel Committee and other 

financial trans governmental networks ( Moschella and Tsingou, 

2024 ; Abbott, 2018 ). Accordingly, already in a conventional state 

https://onlinelibrary.wiley.com/doi/10.1111/rego.12629
https://onlinelibrary.wiley.com/doi/10.1111/rego.12629
https://doi.org/10.1093/epolic/eiaa018
https://www.ecb.europa.eu/pub/pdf/ire/ecb.ire202506.en.pdf
https://www.consilium.europa.eu/media/buspxaox/strengthening-the-international-role-of-the-euro-note-for-the-eurogroup.pdf
https://www.hup.harvard.edu/books/9780674416802
https://research.cbs.dk/en/publications/great-expectations-slow-transformations-incremental-change-in-pos/
https://research.cbs.dk/en/publications/great-expectations-slow-transformations-incremental-change-in-pos/
https://www.oecd.org/en/publications/the-contribution-of-trans-governmental-networks-of-regulators-to-international-regulatory-co-operation_538ff99b-en.html
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structure, policymaking for an international currency lacks an 

institutional home.   

The complex multi -level  structure of the EU and its 27 member 

states, of which 21 have adopted the euro as their currency, adds 

further layers of complexity.  The Annex  provides an overview of the 

main EU and member state -level policymaking bodies that hold 

important decision -making roles and policymaking expertise for an 

effective euro internationalisation strategy. This list already easily 

goes to 200 distinct policymaking bodies.  

In the absence of adequate coordination, policymakers 

inadvertently further entrench dollar dependence, for example, 

through dollar -denominated export credit or banking regulation 

that treats US treasuries as being on a par with EU -debt ( Sigl -

Glöckner et al., 2026 ).  

A second obstacle to developing an  effective euro 

internationalisation policy is the inadequate structure for resolving 

potential political conflict ( Schelkle, 2017 ) between European 

institutions and between Member States . The EU’s legislative 

process only provides a partial response to this challenge , as not 

every policy decision can  be the result of a new European legislation.  

More widespread international use of the euro across payment, 

investment and trade will have costs and benefits that are 

distributed in complex ways across the EU  (Gerresheim et al, 2025 ). 

Independent of currency internationalisation, progress on financial 

integration has at times eluded the EU despite repeated efforts.  

The dynamic where domestic financial stakes heavily constrain the 

EU’s global ambitions is well illustrated by the digital euro project 

(Storbeck and Tamma, 2025 ; Bollen, 2025 ). While the distributive 

stakes here are comparatively modest, intense lobbying from the 

European banking sector has heavily constrained the project's 

design and ambition. The current proposal for a CBDC capped at a 

low four -figure holding limit is unlike ly to be a game -changer in a 

global context. Cross -border linkage between domestic CBDC -

systems will require diplomatic agreements with their own political 

stakes. The stakes of investment use are (significantly) higher, 

potentially opening vast new demand  for euro -denominated assets, 

with significant benefits for their issuers. To date, the benefits of 

international investor demand remain “unevenly skewed towards 

the few countries issuing what investors perceive to be safe assets.” 

(Panetta, 2020 )  

5 For similar accounts focused 

on splintered governance and 

political conf lict, see 

McNamara, 2008 ; Germain 

and Schwartz, 2014 ; 

Eichengreen et al, 2018 . 

https://ideas.repec.org/p/zbw/dzimps/337419.html
https://ideas.repec.org/p/zbw/dzimps/337419.html
https://ideas.repec.org/b/oxp/obooks/9780198717935.html
https://dezernatzukunft.org/publikationen/die-folgen-einer-euro-internationalisierung
https://www.ft.com/content/1654675a-9e8f-4a5e-b174-730ae0c3ab37?syn-25a6b1a6=1
https://www.ftm.eu/articles/europe-banks-digital-euro-us-payment-providers
https://www.ecb.europa.eu/press/blog/date/2020/html/ecb.blog200612~312fc9d1dc.en.html
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Turning to trade, more widespread international use of the euro will 

again require multilateral engagement with third countries. For 

example, such policies may need to  be  incorporated into politically 

sensitive EU trade negotiations ( Germain and Schwartz, 2014 ). Over 

time, international use of the euro may also have exchange rate 

effects that create domestic winners and losers  (Gerresheim  et al , 

2025 ). For now, the international euro has been a somewhat 

depoliticised policy dossier, but that will quickly end as progress 

picks up. Developing a coherent internationalisation strategy 

requires making policy with complex distributional trade -offs, for 

which the EU needs effective inter-institutional procedures . 

A third institutional obstacle to making progress on euro 

internationalisation is the absence of sufficient institutional 

anchoring and accountability. Promoting the international use of the 

euro involves organisational work dedicated to a specific topic  as 

well as  the mobilisation of existing capacity and expertise. 

Historically, the Commission took the lead on the 1980s completion 

of the Single Market, while the Council, in particular, and the 

Eurogroup, coordinated the response to the Sovereign Debt Crisis. 

For t he euro, expertise and reputation remain with central banks, 

which would naturally make them the main actors . However, as an 

unelected policymaker with a domestic monetary policy task, the 

ECB has been reluctant to set out a strategic vision for euro 

internationalisation policies that fall outside its remit.  

The absence of adequate anchoring has meant that weaning 

Europe off its dollar dependence has gone on and off the agenda for 

over five decades, briefly catching on, then dying down again. In the 

late 1960s, monetary chaos resulting from US budget and trade  

deficits led to the first attempt to unify European currencies. In the 

late 1980s, again, the euro  was launched as an effort to reduce the 

EU’s dependence on the dollar. Success in building an international 

currency, however, requires sustained action across longer periods 

of time. Historically, EU member states faced considerable 

obstacles in challeng ing US financial hegemony due to geopolitical 

and security dependencies ( Strange,  1994). This meant that the 

topic lingered in the technocratic confines of its monetary and 

financial policy bodies. From a historical perspective, t he Trump 

administration offers a window of opportunity for not just setting out 

a unified strategy but also reforming the governance of the 

international euro. This opportunity should not be wasted.  

https://ideas.repec.org/a/taf/rripxx/v21y2014i5p1095-1122.html
https://dezernatzukunft.org/publikationen/die-folgen-einer-euro-internationalisierung
https://dezernatzukunft.org/publikationen/die-folgen-einer-euro-internationalisierung
https://www.bloomsbury.com/uk/states-and-markets-9780826473899/


 

 

 

42  BUILDING THE GLOBAL EURO  

Consider, in this light, the revival of interest in the international euro 

in 2018 ( EC , 2018 ). That year, Trump’s sanctions on Iran led the 

European Commission to revive the international euro agenda. A 

December 2018 Communication aimed to set out possible 

measures. The Commission also launched targeted consultations to 

encourage euro -denominated  trade across strategic sectors, 

including energy and transport. In the end, t he policies the 

Commission did pursue typically had a primary purpose distinct 

from euro internationalisation, for example, advancing the Capital 

Markets Union (CMU), issuing European Green Bonds, or 

developing a digital euro. For the Commission, strengthe ning the 

euro's global status did not become a true objective, but rather 

remained a “nice -to-have ”, intended side -effect. The 2026 

Commission report candidly acknowledges that past strategic 

communications included no clear objectives or monitoring 

mechanisms. As a result, the Commission conceded, the impact of 

its previous efforts and sectoral consultat ions “cannot be 

established”  (EC, 2026 ).  

The ECB, meanwhile, has now spoken out on the geopolitical stakes 

of international euro use, but still largely refrains from setting out its 

own internationalisation agenda, let alone developing  one for the EU 

(ECB, 2019 ; Spielberger, 2025 ). The 2018 Commission push 

prompted the ECB to acknowledge the geopolitical risks of dollar 

dependence. From then on, the ECB has formally “supported” the 

Commission's efforts. In its most recent international role of the euro  

report , the ECB explicitly endorse d an active internationalisation 

agenda ( ECB, 2026 ). At the same time, the central bank  continues 

to see its task as primarily one of domestic price stability, with an 

unclear and largely indirect relationship to currency 

internationalisation.  

Neither the Commission nor the ECB has faced meaningful 

accountability for failure and success of the euro as an international 

currency.  

4.3. PROCEDURAL SOLUTIONS : INTERINSTITUTIONAL REPORT , 

TASKFORCE , SEMESTE R  

To define, coordinate, and implement a unified strategy to foster the 

international euro, the EU must overcome the procedural obstacles 

identified in the previous section . Specifically, the EU must 

guarantee (1) coherence between policy actions  via a clear and 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52018DC0796
https://www.consilium.europa.eu/media/buspxaox/strengthening-the-international-role-of-the-euro-note-for-the-eurogroup.pdf
https://www.ecb.europa.eu/pub/pdf/ire/ecb.ire201906~f0da2b823e.en.pdf
https://www.cogitatiopress.com/politicsandgovernance/article/view/8877
https://www.ecb.europa.eu/pub/pdf/ire/ecb.ire202606.en.pdf
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shared strategy , (2) effective conflict resolution  through a new 

institutiona l process anchored in the current institutions , and (3) 

firm institutional anchoring  to achieve accountability .  

Effective conflict resolution over longer periods of time and 

anchoring of internationalisation as a priority raise more substantive 

challenges. The EU needs to develop modalities to coordinate 

action across actors who currently lack a well -defined institu tional 

context to do so. Following the overview in the Annex, we 

distinguish three main groups of policymakers: (i) EU -level political 

bodies, (ii) EU Monetary and financial policymaking bodies, and (iii) 

Member State -level policymaking bodies.  

Given the inherently political challenges of governing the 

international euro, the EU -level political bodies should take the lead. 

They have the constitutional authority to set out the broad outlines 

of the EU’s economic policy. At the same time, an effective strategy 

requires policy -making  expertise scattered across many 

policymaking bodies, with crucial expertise concentrated in the EU’s 

monetary and financial policymaking bodies. The effective 

implementation of a strategy also requires participation from these 

various actors.  

• First, a new concerted strategy for euro internationalisation can 

be achieved following the model of the Report of the four 

presidents (2012), which set in motion the creation of the 

banking union and the upgrading of the Maastricht architecture 

(Vallée, 2026 ). It should be presented to the European Council  

by its President, working with the Presidents of the European 

Commission, the Eurogroup , and the ECB , and endorsed there . 

It should set out a strategic vision for the euro’s role in the global 

monetary system, including an assessment of current 

challenges and opportunities. This report serves as a necessary 

first step that will then require ongoing institutional 

cooperation , with accountability delegated to the European 

Parliament and national parliaments.  

• Second, continued work on updating this strategy should be 

done by a permanent Eurogroup+ Internationalisation 

Taskforce (EIT) , with ample expertise across the key policy 

areas. It could  be established as part of the General Secretariat 

of the Council or the Secretariat of the Eurogroup , run by the 

European Commission , with seconded staff from the ECB, the 

Commission, and national ministries  –  on the template  of an 

https://www.europarl.europa.eu/thinktank/en/events/details/public-hearing-on-the-global-role-of-the/20260413CHE14002
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EFC sub -committee . The EIT would anchor the current policy 

momentum through a mandate to monitor progress, identify 

gaps, and propose non -binding guidelines under Article 121. 

The EIT could have observer and technical advisor roles for the 

European Commission, the European  Central Bank, and the 

main EU financial policy bodies. It should report to the 

European Parliament in an annual “Euro Internationalisation 

Dialogue” . 

• Third, to ensure accountability and track progress, a Euro 

Internationalisation Semester (EIS) , a new part of  the European 

Semester , should be prepared by the Commission and steered 

in the Eurogroup, with input from the ECB as an observer and 

technical advisor, on the Semester's regular timetable. The 

collective agenda would enter the annual Council 

recommendation on the economic policy  of the euro area; 

where action falls to national level it would enter the country -

specific recommendations. Here, anchoring and accountability 

would require member states to present annual progress 

reports to their national parliaments, with the European 

Parliament playing its role in organising accountability on the 

EU -level , and a willingness of all institutions to act on 

incomplete execution.  

These solutions enable  effective resolution of conflict and anchor 

policymaking across the EU’s siloed policy landscape. The 

Eurogroup+ is the suitable level of deliberation since it includes non -

euro member states. Non -euro member states are  directly 

impacted by the EU’s dollar dependence, as well as policies that 

concern the euro, often have the ambition to join the euro and in any 

case already have formal say over key levers such as financial and 

trade policy. The high level of autonomy of EU monetary and 

financial policy raises  specific, but also well -known challenges. 

Monetary and financial policymakers typically have considerable 

constitutional autonomy and a narrowly defined monetary and 

financial policy task. Here, both formal  arrangements  and informal  

practices  can help to align monetary and financial policy with a euro 

internationalisation strategy (see de B oer et al, 2024 ; Box 3 ).  

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4827387
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B OX 3: E URO INTERNATIONALISATION , SWAP LINES AND THE 

DESIGN OF MONETARY POLICY OPERATIONS  

Promoting the EU internationally means that euro -denominated 

credit should be made widely available outside the euro area. Three 

ECB measures could support these broader internationalisation 

objectives: more widely available genuine swap  lines, better 

backstopping of government debt market s and monetary policy  

instruments . 

 

First, the international euro needs an active policy for crisis 

management. As foreign states, banks and firms become indebted 

in the currency, they can require emergency credits when market 

liquidity dries up. Its international role has placed the US, eit her via 

the IMF or through the issuance of emergency swap  lines, in a 

position of international lender of last resort. China has used the 

PBoC’s swap  line policy in support of its internationalisation 

agenda. Any further international role for the euro  unavoidably 

raises new choices on who should receive international credit lines, 

and under what conditions.  

 

T he ECB has remained  reluctant to issue swap  lines beyond 

standard repo facilities. The February 2026 revision of the 

Eurosystem repo facility for central banks (EUREP)  made 

emergency credit available to non-euro area central bank s. EUREP 

transactions are subject to backstop pricing, defined as the main 

refinancing operations (MRO) rate plus a penalising  spread set by 

the Governing Council.  EUREP counterparties  must  also  post euro -

denominated marketable debt securities as collateral to access 

euro liquidity  (more akin to the Federal Reserve’s FIMA repo ). For 

now, other central bank s, including non -Euro EU member states, 

may lack sufficient high -quality euro assets precisely when a 

severe liquidity contraction occurs.  

 

Complementing  these conditional repo arrangements into 

unconditional, structural swap lines  for a large list of counterparties  

is an obvious next step. This programme could be  specifically 

designed to expand international trade and invoicing in euros . The 

credit risk associated with unconditional swap lines is small, 

requiring that the counterparty central bank itself defaults. The 

EUREP framework adds further protection by demanding pre -

existing euro collateral from the counterparty central bank. Artic le 

219 TFEU on exchange rate agreements could be the starting point 
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of an institutional framework, reflecting the longstanding 

precedent that the external monetary relations of a currency are a 

matter for the government  (Vallée, 2025 ). 

 

Secondly, the ECB could establish a more transparent and 

backstop of sovereign debt markets to reduce spreads and 

improve the availability of Euro -denominated safe assets  (van ’t 

Klooster 2023 ; Suttor -Sorel , 2023 ; de Boer et al, 2025 ). Spreads 

between euro -denominated sovereign debt issued by individual 

member states were until 2005 much smaller than they are today 

and changed in response to rule changes made by the ECB  

(Schuster 2023 ). The introduction of Outright Monetary 

Transactions (OMT) stopped the acute phase of the Eurozone 

crisis, but did not  fundamentally  solve spreads. The operational 

criteria for its current iteration, the Transmission Protection 

Instrument are ambiguous and allow for considerable crisis 

spreads to emerge. Again, such a policy would likely require explicit 

backing from the EU Council. Ar ticle 125( 2) allows the Council to 

specify “definitions  for the application of the prohibitions” of Article 

123, which could serve as the formal basis of coordination.  

 

Finally, the ECB could actively promote international use of the euro  

through its monetary policy operations . In Western Europe, 

independent central banks such as the German Bundesbank held  

key roles in supporting the export sector until the late 1990s 

(Monnet and van ’t Klooster, 2026 ). Today , China provides non -

Chinese  banks with access to its 2021 Carbon Emission Reduction 

Facility, where they can borrow RMB cheaply to fund clean energy 

investment  (Lee 2024 ; DBS 2024 ).  

 

The ECB has in recent years already used its monetary policy 

programmes  to support euro -denominated capital markets, but 

struggled with the distributional implications  of such policies . In 

2016, the ECB introduced the Corporate Security Purchase 

Programme (CSPP), focused on direct purchases of investment -

grade corporate bonds. The CSPP was, from the start, in part 

conceived as a policy of euro internationalisation. CSPP -eligible 

issuers  included corporations based in the EU, but whose ultimate 

parent company was not based in the euro area (for example, the 

Swiss mining company Glencore and Czech Gas Networks 

Investments). In promoting international issuance of euro -

denominated bonds, the  programme also served to promote the 

EU’s capital market union  (Braun 2020 ; de Guindos and Schnabel 

2020 ). However, as quickly became clear, the CSPP portfolio was 

severely biased towards large firms in carbon -intensive industries, 

which rely extensively on corporate bonds to fund their 

https://phenomenalworld.org/analysis/a-global-euro/
https://doi.org/10.1093/ser/mwac014
https://doi.org/10.1093/ser/mwac014
https://www.finance-watch.org/policy-portal/public-finance/report-the-debts-we-need-reinforcing-debt-sustainability-with-future-oriented-fiscal-rules/
https://www.europarl.europa.eu/thinktank/en/document/ECTI_STU(2025)773736
https://dezernatzukunft.org/publikationen/sovereign-spreads-central-bank-collateral-frameworks-and-periphery-premia-in-the-eurozone
https://www.inspiregreenfinance.org/publications/using-green-credit-policy-to-bring-down-inflation-what-central-bankers-can-learn-from-history/
https://greencentralbanking.com/2024/08/22/chinas-central-bank-extends-green-lending-scheme-until-2027/
https://www.dbs.com/newsroom/DBS_continues_to_break_new_ground_in_China_as_first_Southeast_Asian_bank_to_leverage_PBOCs_Carbon_Emission_Reduction_Facility_for_issuance_of_green_loan_sg
https://doi.org/10.1093/ser/mwy008
https://www.ecb.europa.eu/press/blog/date/2020/html/ecb.blog200403~54ecc5988b.en.html
https://www.ecb.europa.eu/press/blog/date/2020/html/ecb.blog200403~54ecc5988b.en.html
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investments  (Matikainen et al 2017 ; van ’t Klooster and Fontan 

2020 ). After a long debate on how to mitigate the undesirable side 

effects of the ECB’s policy of market neutrality, the CSPP has now 

been discontinued. At the ECB, however, no new programmes are 

currently under debate for promoting euro -denominated bond 

corpor ate bond markets or other forms of international lending. 

The obvious starting point for such a policy would be Article 127(1) 

TFEU’s secondary objectives, in line with its role since the 2021 ECB 

strategy review.   

https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2017/05/Green-QE-policy-brief.pdf
https://doi.org/10.1080/13563467.2019.1657077
https://doi.org/10.1080/13563467.2019.1657077
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APPENDIX  The main EU and member state -level policymaking 

bodies that hold important decision -making roles and policymaking 

expertise for executing a euro internationalisation strategy  

Table 3: Main EU and member-state bodies governing euro 
internationalisation 

Governance Tier  Policymaking 

Body  

Formal Powers & Subject Matter Expertise  #  

1. EU-level political 

bodies  

European 

Council  

Defines the main priorities and the general policies of the EU. This 

is where everything begins and ends with regard to political will, 

but any given individual policy will need to be ironed out 

elsewhere  

1 

 

European 

Commission  

The main EU site for the design of, and technical expertise on EU 

legislation. Key roles are further scattered across DGs (ECFIN, 

FISMA, TRADE) and commissioners.  

1  

(3) 

  Council  The Council exercises co -legislative authority. Subject -matter 

expertise at ECOFIN configuration, but also crucial role for Foreign 

Affairs Council for integrating international euro priorities in 

Common Foreign and Security Policy and likely coordinating role 

for General Affairs Council.  

1 

(3) 

 

The Eurogroup  Remains an informal body but serves as key forum for political 

coordination and strategic steering among euro area finance 

ministers. The  Eurogroup in inclusive format   (Eurogroup+) 

expands this informal gathering to include non -euro area  

ministers. Because it is an informal body, the Eurogroup 

possesses no legislative power and cannot adopt legally binding 

decisions.  

1 

  European 

Parliament  

  

The EP exercises democratic co -legislative powers and serves as 

the EU -level democratic representative body. Key files held by 

ECON, JURI, and TRADE  

1  

(3) 

 European 

External Action 

Service (EEAS)  

The EEAS is the key agency to engage with third countries on  the 

EU’s foreign policy, of which the euro should be a key plan.  The 

member state Foreign Affairs ministries of course retain key roles 

here.  

1 (27) 

2. EU monetary and 

financial policymaking 

bodies  

European 

Central Bank 

(ECB)  

The ECB holds exclusive power to design and implement 

monetary policy for the euro. This, in turn, means that EU -level 

expertise on international currencies resides at the ECB, which is 

crucial for legislation on topics such as international financial 

mark ets and cross -border payment architectures. Also holds the 

formal authority to issue the digital euro, manage settlement 

infrastructures, and negotiate bilateral liquidity arrangements with 

foreign central banks. Policymaking tasks executed by 

Eurosystem  working groups  

1 (21) 

  National 

Central Banks 

Execute monetary operations, manage reserve portfolios, and 

oversee domestic payment systems. Like the ECB for the EU, 

27 
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Governance Tier  Policymaking 

Body  

Formal Powers & Subject Matter Expertise  #  

(NCBs) & the 

European 

System of 

Central Banks 

(ESCB)  

member state -level expertise is highly concentrated in the NCBs. 

Non -euro area NCBs manage their own national currencies but 

coordinate on broader European financial stability and 

interoperability as part of the ESCB.  

  European 

Stability 

Mechanism 

(ESM)  

Remains a key crisis resolution mechanism and primary provider 

of the euro area's regional financial safety net.  

1 

 European 

Supervisory 

Authorities and 

Prudential 

Authorities  

  

ESAs (ESMA, EBA, EIOPA) have a financial stability mandate, but 

hold key roles in designing and implementing financial regulation 

for the EU.  Their specialized regulatory expertise is key for 

drafting technical standards. The SSM, ESRB and member states 

supervisory authorities also have key roles in defining the EU’s 

prudential policy.  

3 

  National 

Competent 

Authorities 

(NCAs):   

  

Autonomous domestic regulatory bodies exercising statutory 

authority to supervise financial markets and enforce EU rules at 

the national level. National Banking Supervisors  oversee the 

prudential stability of domestic credit institutions and enforce 

banking regulations. National Securities & Markets Regulators 

regulate domestic capital markets, trading venues, and ensure 

investor protection (critical for cross -border capital flows). 

National Insurance & Pension Supervisors supervise long -term 

institutional investors, managing massive pools of domestic 

capital critical to the Savings and Investments Union.  

47  

3. Member State -level 

policymaking bodies  

  

National 

Ministries of 

Finance & 

Treasuries  

Retain sovereign policymaking authority over national fiscal 

policy, tax regimes, and domestic debt issuance. Their 

independent alignment and willingness to harmonize frameworks 

constitute the primary statutory prerequisite for operationalizing 

the Savings  and Investments Union.  

27 

  National 

Parliaments  

National parliaments exercise supreme domestic legislative 

authority. Hold the constitutional power to ratify major institutional 

treaty changes (such as ESM Treaty revisions) and implement of 

EU financial directives. In federal and highly decentralized 

me mber states, regional parliaments are also crucial (as the 

Walloon CETA veto illustrates)  

39  

  National 

Export Credit 

Agencies 

(ECAs)  

Operate as autonomous, state -backed financial entities equipped 

to provide credit guarantees and working -capital support to 

domestic exporters. Some member states do not have an ECA, 

others have split insurance and financing roles.  
 

26  

Total political bodies with 

formal decision -making 

power over euro 

internationalisation 

strategy (constituent 

bodies)  

  177 

(229 ) 
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