
Symbol Keyword

Subscribe to Fortune
Find CNNMoney on

Facebook
Follow CNNMoney on Twitter

Home Business News Markets Personal Finance Retirement Technology Small Business Fortune Video My Preferences CNN.com

By Ben Rooney, staff reporter February 10, 2011: 4:37 PM ET

Email Print

2230

IMF calls for dollar alternative

NEW YORK (CNNMoney) -- The International Monetary Fund issued a

report Thursday on a possible replacement for the dollar as the world's

reserve currency.

The IMF said Special Drawing Rights, or SDRs, could help stabilize the

global financial system.

SDRs represent potential claims on

the currencies of IMF members. They

were created by the IMF in 1969 and

can be converted into whatever

currency a borrower requires at

exchange rates based on a weighted

basket of international currencies.

The IMF typically lends countries

funds denominated in SDRs

While they are not a tangible

currency, some economists argue

that SDRs could be used as a less

volatile alternative to the U.S. dollar.

Dominique Strauss-Kahn, managing

director of the IMF, acknowledged

there are some "technical hurdles"

involved with SDRs, but he believes

they could help correct global imbalances and shore up the global financial

system.

"Over time, there may also be a role for the SDR to contribute to a more

stable international monetary system," he said.
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The goal is to have a reserve asset for central banks that better reflects the

global economy since the dollar is vulnerable to swings in the domestic

economy and changes in U.S. policy.

In addition to serving as a reserve currency, the IMF also proposed creating

SDR-denominated bonds, which could reduce central banks' dependence on

U.S. Treasuries. The Fund also suggested that certain assets, such as oil

and gold, which are traded in U.S. dollars, could be priced using SDRs.

Oil prices usually go up when the dollar depreciates. Supporters say using

SDRs to price oil on the global market could help prevent spikes in energy

prices that often occur when the dollar weakens significantly.

The dollar alternatives

Fred Bergsten, director of the Peterson Institute for International

Economics, said at a conference in Washington that IMF member nations

should agree to create $2 trillion worth of SDRs over the next few years.

SDRs, he said, "will further diversify the system."

Dollar firms after starting 2011 weak

The dollar has been drifting lower so far this year as the global economy

improves and investors regain their appetite for more risky assets such as

stocks and commodities.

After rising above 81 in early January, the dollar index, which measures the

U.S. currency against a basket of other international currencies, eased

below 77 earlier this week.

However, the dollar was higher Thursday against the euro, pound and yen

as disappointing corporate results weighed on stock prices following

several days of gains on Wall Street. The rally in the commodities market

also cooled, with the price of oil and metals backing off recent highs.

In addition, renewed concerns about the debt problems facing troubled

European economies put pressure on the euro and supported the dollar. The

yield on Portugal's benchmark bond rose to a record high Wednesday, and

borrowing costs for Ireland, Spain and Greece remain elevated.

"The market is shedding risk, with equities and commodities weakening and

the U.S. dollar broadly stronger" said Camilla Sutton, currency strategist at

Scotia Capital.

Traders were also digesting comments from Federal Reserve chairman

Ben Bernanke, who told Congress Wednesday that despite a strengthening

economic recovery, the unemployment rate remains high while inflation is

"still quite low."

Those remarks reaffirmed the view that "the Fed would be very slow to

tighten policy given its dual mandate of price stability and employment,"

analysts at Sucden Financial wrote in a research report.
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Bernanke also urged lawmakers to come up with a "credible plan" to bring

down "unsustainable" federal budget deficits.

"We expect that the outlook for the U.S. fiscal position will weigh heavily on

the U.S. dollar in the quarters ahead," said Sutton. In the near-term,

however, she said "a strengthening growth profile" could help provide "a

temporary period of dollar strength." 

Fed inflation hawk Warsh resigns

Sales are up but CEOs are getting nervous

Track 17 major currencies
First Published: February 10, 2011: 2:47 PM ET

Sections

COMPANIES

GM bonuses to exceed
50% of some salaries
Automaker is awarding

bonuses to workers less than

two years after receiving $50

billion in U.S. bailout funds.

More

Fannie, Freddie bailout:

$153B

Big change in U.S.

mortgages sought

ECONOMY

Fighting over Big Oil's
$4 billion a year windfall
Obama wants to give this

money to renewables and

efficiency, the industry says it

will cost jobs and add to an

already high tax burden. More

U.S. trade gap widens to

3-month high

Obama's cuts: Real deal or

dud?

TECHNOLOGY

Why Nokia chose to be
a Windows planet, not
an Android star
Nokia could've picked the

fast-growing Android and been

a star in the Google-verse. So

why is it going with the riskier

Microsoft Phone OS? More

One Kings Lane: Silicon

Valley's newest obsession

Nokia's new strategy:

Windows Phone 7

SMALL BUSINESS

One Kings Lane: Silicon
Valley's newest
obsession
The home décor site has a

strong pedigree (backing from

Kleiner Perkins and a founder

named Pincus). Can it become

the Groupon of throw pillows

and footstools? More

Run your car on compost

Fast growth for

black-owned firms

PERSONAL FINANCE

I pay my wife to do my
laundry
J.D. Roth and his wife, Kris,

have been married for 17

years. Part of their success is

seperate finances - including a

'laundry agreement.' More

Getting married? Urban

Outfitters has your dress

Extreme Valentine's Day

gifts

Sponsored Links

Top Stock for 2011 - GTSO
Desperate Search For Rare Earth Minerals Solved. Rare Opportunity
www.RareEarthExporters.com

2550% Penny Stock Gains?
Our last pick exploded 2550% - Join our newsletter for free picks!
www.PennyStocksExpert.com

DON'T Buy Car Insurance!

WARNING: Read Here How Car Insurance Companies Are Ripping You Off!
www.news9weekly.com/Insurance/

Today's Stock Pick: ASYI
Set to Revolutionize Air Industry Platform 'A Must Have' For Airlines
http://www.stockpick.pro

IMF discusses plan to replace dollar as reserve currency - Feb. 10, 2011 http://money.cnn.com/2011/02/10/markets/dollar/index.htm

3 of 4 2/11/2011 11:55 AM



© 2011 Cable News Network. A Time Warner Company. All Rights Reserved. Terms under which this service is provided to you. Privacy Policy. Ad choices .

Home  Portfolio  Calculators  Contact Us  Newsletters  Podcasts  RSS  Mobile  Widgets  Site Map  User Preferences  Advertise with Us

Magazine Customer Service  Download Fortune Lists  Reprints  Career Opportunities  Special Sections  Conferences  Business Leader Council

Search Jobs  Real Estate Search  Interest & Mortgage Rates

Market indexes are shown in real time, except for the DJIA, which is delayed by two minutes. All times are ET. Disclaimer LIBOR Warning: Neither BBA Enterprises Limited, nor the BBA
LIBOR Contributor Banks, nor Reuters, can be held liable for any irregularity or inaccuracy of BBA LIBOR. Disclaimer. Morningstar: © 2011 Morningstar, Inc. All Rights Reserved.

Disclaimer The Dow Jones IndexesSM are proprietary to and distributed by Dow Jones & Company, Inc. and have been licensed for use. All content of the Dow Jones IndexesSM ©
2011 is proprietary to Dow Jones & Company, Inc Chicago Mercantile Association. The market data is the property of Chicago Mercantile Exchange Inc. and its licensors. All rights

reserved. FactSet Research Systems Inc. 2011. All rights reserved. Most stock quote data provided by BATS.

 

IMF discusses plan to replace dollar as reserve currency - Feb. 10, 2011 http://money.cnn.com/2011/02/10/markets/dollar/index.htm

4 of 4 2/11/2011 11:55 AM


