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“Soft” Currency Locally Accepted Currency

Constant decline in value

Limited acceptance at the local level
Exposed to Currency Substitution

“Hard” / Reserve Currency International Currency

Active in international trade (Exports) with

Free capital flows consistent capital flows

“Deep, liquid, open capital markets, rule of law

A stable and growing econom
and long and deep financial markets”* J 9 Y

Internationally accepted for settling cross-border payments

Strong property rights

* 7 o
**Shafey, Mohamed Zaki (1962), Introduction to Money and Banking, Alnahda Al-Arabeya Press Janet Ye"en defends dO"qr as BRICS nations debate reserve status -
Sl Ll Ll dlidly 3l o Lauie (VANY) 1S5 sane il Financial Times, June 23, 2023
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The archetypal rise and decline of empires
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Source: Dalio, R. (2021). Principles for Dealing with the Changing
World Order: Why Nations Succeed Or Fail. Simon and Schuster.

The Common Factors for High
and Sustainable Growth

Openness
Import knowledge
Exploit global
demand

Leadership

Macroeconomic
and governance

Credible commitment . dStab.'l';Ely .
to growth % est.ln altlon

Credible commitment ugta!nab e
to inclusion public finances

Capable administration

Market allocation

Prices guide Future orientation
resources High investment
Resources High saving

follow prices

Source: The Commission on Growth and Development
- Growth Report (2008)



RELATIVE STANDING OF GREAT EMPIRES
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Source: Dalio, R. (2021). Principles for Dealing with the Changing World Order: Why Nations Succeed Or Fail. Simon and Schuster.



The Rise and Fall of Empires

B Total (Domestic plus External) Public Debt % of GDP
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Source: Reinhart, C. M., & Rogoff, K. S. (2011). A decade of debt, National Bureau of Economic Research.



and the Decline of the British Empire

Britain’s Relative Strength Compared to the

Face Value of UK Government Debt by Type (1910 - 1940) United States and the Netherlands
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Source: Dalio, R. (2021). Principles for Dealing with the Changing World

Source: Ellison, M., Sargent, T. J., & Scott, A. (2019). Funding the Great War and the beginning Order: Why Nations Succeed Or Fail. Simon and Schuster.
of the end for British hegemony. Debt and Entanglements Between the Wars, 59.



The Suez Moment

Peak of the British Source: Visuals Prepared by researcher
E . Gl (o8 Jead Al i) Suma ¥ lidldsl (2005) ..sans (s g0 0l gadl sas
mpire 35-1,(2)12 , L ol 2alS s . 1955-1947 il yalf i el
1850 Abdelgawad, Nagwa Mohamed..(2005) The Sterling Balances Agreement: A

chapter in Egyptian British Relations 1947 - 1955. Journal of the Faculty of Arts,
Pound Sterling replaces gold as the basis for provision of money in Egypt Banha University
Dalio, R. (2021). Principles for Dealing with the Changing World Order: Why
“ Nations Succeed Or Fail. Simon and Schuster.
The Bretton woods agreement is signed
The British-Egyptian trade agreement is signed, mandating Egypt deliver all of its foreign currency holding and proceeds to the Bank of

England in exchange for receivables from the British treasury
December 1944
14 December 1945

Dividing Sterling balances into a frozen section, placed in account “1” and
another that pays out dues to Egypt

Sterling becomes no longer convertible to US dollar

Egypt exits the Sterling block

Came after suspending the convertibility of the Pound Sterling to Hard Currency in August 1947 as GB was
keeping USD for its own needs

GB Promises to release large amounts of Sterling and promises easier convertibility of these balances to hard
Second Financial Agreement, 1948 currency

. . Third Financial Agreement, 1949
- GB releases 12 million Pounds Sterling and agrees to release a further 18 million 9

- GB promises to convert some of the amounts owed to US dollar - Gradual Release of 150 million Pounds Sterling during a time period not exceeding 13

years
- No guarantee of convertibility of credits into US dollars but promises of streamlined

Fourth Financial Agreement, 1950 financing for Egyptian petroleum imports

Fifth Financial Agreement, 1951

* Inmediate release of 25 million Pounds Sterling and release of 10 million annually to 1960
Proposed July 1955 Agreement

: - : * Egypt ts the rel f 25 million Pounds Sterli lly to 1960 The Suez Crisis
. Relative Power of the British Empire gypt requests the release o million Pounds Sterling annually to Tose



WW2 and US Hegemony

WWII Casualties as % of Total 1939 Population

> N0.317%

15.8%
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Source: World Population Review / World War Il Casualties by Country - Total Casualties (Military
+ Civilian)



WW2 and US Hegemony

Estimated GDP for Certain WWII Economies
(1990 USD Billion)
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Source: Angus, M. (2003). Development centre studies the world economy historical statistics: historical statistics. OECD publishing.



Rise in Conflict

@ Refugees

Terrorism

GDP Losses from Conflict
@ Casualties of Armed Conflict
@® Limited Armed Conflicts

35%

$807 Billion in
Economic Losses due
to Armed Conflict -
2022

Source: Institute for Economics and Peace - Global Peace

Index 2023

Real GDP Loss
(% Deviation in 2023 from pre pandemic projections)

EA World China  EMDEs  LIDCs

Source: International Monetary Fund - World Economic

Outlook 2023



Climate Change

Economic losses from climate related

events 1970 - 2019 (USD Billion)
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2010 - 201
010 - 2019 1,381 ® Grants @ Equity
Low cost project debt Project-Level Market Rate Debt
° 350 700 1050 1400 Balance Sheet Financing Debt
Source: World Meteorological Source: Climate Policy Initiative Global Landscape of

Organization, 2022 Climate Finance 2023 - November 2nd, 2023



The COVID-19 Pandemic
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COVID-19 Impacts on Global Progress towards the SDGs

Source: Yuan, H., Wang, X., Gao, L., Wang, T., Liy, B., Fang, D., & Gao, Y. (2023).
Progress towards the Sustainable Development Goals has been slowed by indirect effects of

Goals Reporf 2023 - Special Edition the COVID-19 pandemic. Communications Earth & Environment, 4(1), 184.

Source: United Nations - The Sustainable Development



Digitalization and Artificial Intelligence

Months to reach 100 million users 2in 3

occupations could
be partially
automated by Al

27 % of jobs
at high risk of
automation

Increase in

global GDP Up to 300 million

jobs could be replaced

driven by
by Al

generative Al

Source: IMF staff calculations based on data from company websites.

Source: Future Investment Initiative Institute, “Al and the Future Impact” 2024 citing
Goldman Sachs, OECD and University of North Carolina



Digitization and Artificial Intelligence

3000 Al Market Growth Projections
(USD Billion)
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Source: Atrtificial Intelligence Report by
Precedence Research, issued October
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Debt

Creditor Composition of Long-Term Public and

Publicly Guaranteed External Debt for IDA-Eligible
Countries, 2012 - 2022 (USD Billion)

Change in External Debt Stock and GNI, by
Income and Lending Group, 2021 - 2022 (%)

IDA- IBRD-only Low-and Low- Lower- Upper-
eligible (excluding middle- income middle- middle-
China) income  countries income income

countries countries countries

I Bilateral creditors [l Multilateral creditors (including IMF) (excluding (excluding
China) China)

. Bondholders Other private creditors

B External debt stock [ GNI

Source: World Bank International Debt Report 2023



The Beginning and the End of Bretton Woods

The Bretton Woods conference was held with the
participation of 44 countries and with it the

launch of the dollar as an international reserve

currency. Countries abandon the gold standard Vlef:ram W:r Islpe.nd'“ghani”dO":SfLC
and link the exchange rate of their currencies to spending. The “Nixon shock” ends the

the dollar, which has is backed by gold dollar’s peg to gold

US money supply rises with increased

1958 1973

1944 1971

Continued decline of the price of the dollar against
gold, reaching a price of $90 per ounce of gold

Execution of the Bretton

Woods agreement at $35

per ounce of gold and the subsequent collapse of the Bretton Woods

system and the dollar’s linking to gold

Source: Visuals Prepared by researcher based on: Bordo, M. D. (1993). The Bretton Woods international monetary system: a historical overview.
In A retrospective on the Bretton Woods system: Lessons for international monetary reform (pp. 3-108). University of Chicago Press.



Evolution of Forex Reserves

Shares of Major Currencies in Forex Reserves
$ (1975 vs. 2023)
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Source: International Monetary Fund - Foreign Exchange Database



The Dollar’s Share in International Transactions

The US dollar’s Share in International Transactions (2020)

USD share of cross-border loans

USD share of international debt scurities

USD share of SWIFT payments -
USD share of world FX transactions -

USD share in trade invoicing -

USD share in official FX reserves -
U.S. share of world GDP at market exchange rates _

U.S. share of world trade -

0

Source: Obstfeld, M., & Zhou, H. (2023). The global dollar cycle (No. w31004). National Bureau of Economic Research.



Has the Decline Started?®

Consumer Price Index

. 10 Year Treasury Bond Return
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Source: St. Louis Federal Reserve



Has the Decline Started?®

M2 Money Supply Growth Rate . US Public Debt Growth Rate

1973 - 1984 2014 - 2023
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Economic Stimulus and the New Industrial Policy

CHIPS and Science Act Infrastructure Bill Inflation Reduction Act

@ Transportation

@ Scientific Research @ Energy Ene.rgy ® Industry
@ Semiconductors R&D Water Environment @ Transport
Tax Credits for Semiconductor Manufacturing @ Green Transformation O Agriculture ® Water
@ Communication

@ Other
o
12% -
$550
$280 M S400

e Billion in N

Billion in 12 New Billion in
Investments Investments

iInvestments

Source: White House - Official Congress Resolutions



Potential Alternatives - The Euro

Labour productivity per person employed (constant

2022 $'000%) / usGpp  / EU GDP
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Mature economies
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ource: The EU’S plan 10 regain Its
competitive edge - Financial Times,
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Locally Accepted Currency

Potential Alternatives - Remninbi

International Currency

Free capital flows

“Deep, liquid, open capital
markets, rule of law and

long and deep financial
markets”

Strong property rights

Renminbi’s Future as a
Reserve Currency?

Active in international trade
(Exports) with consistent capital
flows

A consistently stable and
growing economy

Internationally accepted for
settling cross-border payments

Shares of Currencies in IMF Special
Drawing Rights basket

@® usD
® Euro

Remninbi
@ Pound Sterling
@ Japanese Yen

Source: IMF Special Drawing Rights Info



Potential Alternatives - Cryptos

Relative Returns Between Bitcoin and Top S&P500 Stocks
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The BRICS Alliance and a New Monetary Union

BRICS vs. G7 GDP Comparison

G7 $45.9T tora BRICS $30.8T rorat
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Global Oil

Production

25% of
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Source: Visual Capitalist - Comparing the

GDP of BRICS and the G7 Countries -
October 23rd, 2023




Central Bank Digital Currencies

Production

Preparation  gmmd Proof of Concept Prototype

Source: International Monetary Fund - CBDC Virtual Handbook

98% of
Globadl —
GDP

At one stage of
CBDC preparation

130

Countries

e

Source: The Economist, December 23rd 2023 Issue



OECD Performance

Price changes between Share of product categories % Increase in employment National Stockmarket
October 2022 and October | | with an annual price increase between Q4 2022 and Q2 indices, adjusted for
2023 of more than 2% 2023 inflation

Inflation (%) Inflation Breadth (%) GDP (%) Employment (%) Stock Market (%)
Greece 3.4% 43.8%
South Korea 3.2% 1.6% 7.2%
USA 4.3%
Luxembourg 3.7% 0.5% 4.1% -0.8%
Canada 3.7% 0.7% 0.2%
Chile 0.5% 2.4% 7.6%
Portugal 3.5% 6.7% 1.4% 1.3%
Spain 3.8% 1.3% 2.4%
Poland 8.0% 0.4%
Japan 0.3%
Mexico 5.0% 0 0.7% 4.7%
France 3.1% 6.7% 0.7% 9.3%
Australia 5.1% 0 -0.2%
Netherlands 6.3% 1.1% 7.6%
Norway 5.8% -6.3% -0.8% 2.2%
Germany 0 0.7% 9.0%
UK 5.6% -6.3% 0.5% 0.4% | -0.5%
Finland 6.6% -6.3% -0.4% 0.5%

Source: The Economist, December 23rd 2023 Issue



A Strong State and Flexible Policies

The importance of differentiating between
variables and constants
Distinguishing between hopes, wishful thinking
and achievable objectives

Politics and public policy objectives and its
intermediate goals, tools and instruments
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