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DOES THE EURO HAVE A CHANCE TO CHALLENGE THE
DOLLAR?

ABSTRACT

The dollar has been the dominant currency since the World War II. Will the
euro ever be able to challenge the dollar? In order to understand the chance
of the euro against the dollar some comparisons are made between them.
Starting with the main economic indicators to their roles in the international
trade, their power and potential in many economical aspects are tried to be
figured out and compared. Furthermore, their elasticities, their roles in the
international financial markets, current account and trade balance of the
the two parts are discussed. An empirical study on international bonds and
notes is made by using the attraction model. All of the analyses made in
this research show us the potential of the euro to become an international
currency. Although the dollar has still some advantages over the euro, a
bipolar currency regime dominated by Europe and the United States may
replace the dollar-centered system that has continued for most of this century.
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monetary matters? Does the euro have a chance to challenge the dollar?
The purpose of this paper is to explore prospects for the euro as an
international currency.

When the euro was introduced on January 1,1999, it immediately became
the world’s second leading currency. In terms of economic and financial
importance it has been behind only the US dollar and well ahead of the
Japanese yen. The euro took its importance mainly from its role as the
domestic monetary unit of the twelve countries that form the European
Monetary Union (EMU). The GDP of EMU was equal to nearly 80 percent
of that of the United States and more than double that of Japan. From an
international perspective, the advent of the euro was a very important






























































































































