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®* What are the main implicatic e design of standards and policies for
DFCs?




Early adoption of

DFCs
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® |t refers to countri 4-1971: Bretton Woods

monetary regimes, rules for intervention

: — ® 1971-Present: Managed float
o if an ER is fixed or managed, for

official credits, and capital controls



® Generc oss-border flow of
capital

* Allow members to pursue indepenaen’r monetary policies

® ® Promote international policy coordination rather than competition (“beggar-thy-
neighbour” policies)




of “safe-asset

sCa

®* No ready mechanism fc g surplus or reserve-issuing countries to adjust;

problem of “global imbalances”

® Lack of international policy coordination




=> diversification out
of dollars

* Network effects could lead to either a mono-currency system or multiple /competing

%

reserve currencies system overtime. => a (partial) solution to problems of current

IMS




d DFCs?
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®* Overcoming exce nefits paper currency may vary
across countries. What determines demand for DFCs across countries?
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