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The global monetary regime influences 

liquidity premia l differences & the carrying costs c 

stable 

Unregulated capital flows 

Pound-sterling gold 

standard pre-1914 

Low carrying costs 

Post-Bretton Woods 

(since 1973) 

unstable 

Fixed exchange rates Flexible exchange rates 

Bretton Woods 

Regulated capital flows 

High carrying costs 

Super stable 

Source of figure on LHS: de Paula et al. (2026: 17) 
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stable 

ooo 
fiduciary dollar & high 

capital mobility = 

most unstable 

configuration 
(de Paula et al. 2026: 16-

18)
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Interplay of asymmetries in money, finance and macroeconomy 

Countries at the 

Bottom have to 

offer higher interest 

to compensate for 

lower liquidity premia 

Type of 

Monetary 

Asymmetry 

Source of centre figure: de Paula et al. (2026: 42), extensions by HJ 
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Degree of 

Macroeconomic 
Asymmetry 

Exchange rate 

volatility, interest rate 

differentials, fiscal 

policy space 

restrictions ... 

Type of 

Financial 

Asymmetry 

Type of integration into 

financial globalisation is 

relevant for compensation, 

Implying resource 

transfers from 

periphery to centre, 

Boom-bust-cycles, 
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FME debt service is high in relation to government and export revenues 

Public and publicly guaranteed extemal debt service relative to 

government rnvenues 

(Perce111age) 
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Public and publicly guaranteed extemal debt service relative to 

export revenues 

(Percentage) 
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Differences in official government debt denomination between EMEs & FMEs 

Debt by currency composition in% of GDP, 2010 vs. 2019, EME (LHS) & FME (RHS) 

EME (A) EME governruent debt (% or GDP) FME 
(B) FME go\'ernment debi (°/4, of GDP)
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Why are bond returns of FMEs higher than those for EM Es, especially in volatile 

times? Explanation: Financial Hierarchy as a complement to Currency Hierarchy 

(A) Currency hierarchy

USD Key currency _ 
€ Centre 

Jh!�s currenc1es

RMB (EMEs) 

Peripheral BRL, ZAR, MEX (EMEs) 
Other EMEs 

FMEs 
currenc1es 

Other LMIC and LICs 

premium 

xchange rate 

volatility 

l ...__ ______ ____. + 

Countries at the bottom of the hierarchy have to compensate 

investors with monetary returs (a+c-q) for lower liquidity premia (l) 

Source of figure: Prates et al. (2023: 291) 
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Financial 
periphery 

(B) Financial hierarchy

US securities -

Centre countries' securities 

EMEs' securities 

FMEs' securities 

Yield 

latility 
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... and for higher volatility of their assets! 
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Mexican vs. US bond yields & MXN per USD 

Government Benchmarks, 5 Year, Yield 
MXN/USD Percent 
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Policy rates in Poland and Czech Republic 

compared to the ones in the US and the euro area 

Policy Rates of the Fed, ECB, NBP and CNB 
Percent 

�-------------------------------------------------�---�--------�? 

2015 
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Fig. source: Macrobond 

41 Heike Joebges I Currency Hierarchy 



Currency Hierarchy 

1 Asymmetries in the international monetary system 

2 Paradigmatic embedding 

3 The concept of Currency Hierarchy 

4 Policy implications 

5 Frontier Marl<ets & Financial Hierachy 

6 Conclusions 

7 Applications 

■ 

44 Heike Joebges I Currency Hierarchy 



References 

Alami, I., Alves, C., Bonizzi, B., Kaltenbrunner, A., Koddenbrock, K., Kvangraven, I, Powell, J.: (2023) International financial subordination: a critical research agenda, 

Review of International Political Economy, 30(4), 1360-1386, DOI: 10.1080/09692290.2022.2098359. 

Arslanalp, S., Eichengreen, B., Simpson-Bell, C. (2024): Dollar Dominance in the International Reserve System: An Update, June 11, 

https://www.imf.org/en/Blogs/Articles/2024/06/11/dollar-dominance-in-the-international-reserve-system-an-update. 

Belluzzo, L. G. (1995): 0 Declinio de Bretton Woods e a Emergencia das Mercados "Globalizados", Economia e Sociedade, 4, 11-20, 

https://periodicos.sbu.unicamp.br/ojs/index.php/ecos/article/view/8643205. 

Bertaut, C., V. Bruno, and H. S. Shin (2025): Original sin redux: Role of duration risk, Bank for International Settlements, https://www.bis.org/publ/work1109.htm. 

Bonizzi, B. (2017): An alternative post-Keynesian framework for understanding capital flows to emerging markets, Journal of Economic Issues, 51(1), 137-162. 

https://doi.org/10.1080/ 

00213624.2017.1287502Bonizzi, B., Kaltenbrunner, A. and Powell, J. (2022): Financialised Capitalism and the Subordination of Emerging Capitalist Economies, 

Cambridge Journal of Economics, 46(4), 651-678, https://doi.org/10.1093/cje/beac023. 

Boz, E., Casas, C., Georgiadis, G., Gopinath, G., Le Mezo, H., Mehl, A. & Nguyen, T. (2022), Patterns of Invoicing Currency in Global Trade: New Evidence, Journal of 

International Economics 136(C). 

Boz, E., Brüggen, A., Casas, C., Georgiadis, G., Gopinath, G. & Mehl, A. (2025): Patterns of invoicing currency in global trade in a fragmented world economy, IMF 

working paper WP/25/178, https://www.imf.org/-/media/files/publications/wp/2025/english/wpiea 2025178-source-pdf.pdf 

Calvo, G. A., Reinhart, C. M. (2002): Fear of Floating, Quarterly Journal of Economics, 117(2), 379-408, https://doi.org/10.1162/003355302753650274. 

Carneiro, R. (1999): Globalizacäo financeira e insercäo periferica, Economia e Sociedade, 13, 58-92. 

Carstens, A., Shin, H. S. (2019): Emerging Markets aren't out of the Woods yet: How they can Manage the Risks, Foreign Affairs, 

https://www. fo rei gn affa i rs.co m/wo rld/ e m e rgi n g-ma rkets-a rent-o ut-woods-yet. 

Cohen, B. J. (1998): The Geography of Money, Ithaca, NV: Cornell University Press. 

Cohen, B. J. (2015): Currency Power - Understanding Monetary Rivalry, Princeton: Princeton University Press. 

Cohen, B. J., Benney, T. M. (2014): What does the international currency system really look like? Review of International Political Economy, 21(5), 1017-1041. 

45 Heike Joebges I Currency Hierarchy 



References 

Davidson, P. (1992): International money and the real world, Palgrave McMillan. 

Dow, S. (1999): International liquidity preference and endogenous credit, in: Deprez, J., & Harvey, J (Eds.): Foundations of International Economics: Post Keynesian 

Perspectives, 153-170. 

Routledge.Eichengreen, B., Hausmann, R., Panizza, U. (2002): "Original sin: The pain, the mystery and the road to redemption", Paper presented at the Inter­

American Development Banl< Conference, Washington D.C. 

Fritz, B., De Paula, L. F., Prates, D. (2018): Global currency hierarchy and national policy space: a frameworl< for peripheral economies, European Journal of 

Economics and Economic Policies: Intervention (EJEEP), 15(2), pp. 208-218, https://doi.org/10.4337/ejeep.2018.02.11 

Goldberg, L. & Tille, C. (2008), Vehicle-currency Use in International Trade, Journal of International Economics 76(2), 177-192. 

Gopinath, G. (2015), The International Price System, NBER Worl<ing Paper 21646. 

Haldane, A. (2011): The big fish small pond problem, Speech at the Institute for New Economic Thinl<ing Annual Conference, Bretton Woods, 9 April, 

https://www.bis.org/review/r110413a.pdf. 

Helleiner, E. (1994): States and the Reemergence of Global Finance, from Bretton Woods to the 1990s. Ithaca, NY: Cornell University Press. 

Herr, H.; Nettel<oven, Z. (2022): Currency hierarchy and underdevelopment, European Journal of Economics and Economic Policies: EJEEP, 19(2), 238-259. 

Hofmann, B. , Shim, I. Shin, H.S. (2020): Emerging marl<et economy exchange rates and local currency band marl<ets amid the COVID-19 pandemic, BIS Bulletin, 5. 

Huidrom, R. , Kose, M.A., Ohnsorge, F.L. (2016): Challenges of fiscal policy in emerging and developing economies, World Banl< Policy Research Worl<ing Paper 7725. 

Kaltenbrunner, A. (2015): A post Keynesian frameworl< of exchange rate determination: A Minsl<yan approach, Journal of Post Keynesian Economics, 38(3), 426-448. 

https://doi.org/10. 

1080/01603477.2015.1065678Kaltenbrunner, A., Painceira, J.P. (2015): Developing countries' changing nature of financial integration and new forms of external 

vulnerability: The Brazilian experience, Cambridge Journal of Economics, 39(5), 1281-1306. 

Keynes, J. M. ([1930] 2013): A Treatise on Money, Vol. II: The Applied Theory of Money. London: Macmillan (reprint). 

Keynes, J. M. ([1936] no date): The General Theory of Employment, Interest and Money, London: Macmillan, available at: ISN ETH Zurich, 

https://www.files.ethz.ch/isn/125515/1366_KeynesTheoryofEmployment.pdf 

46 Heil<e Joebges I Currency Hierarchy 



References 

Kvangraven, I. H., Koddenbrock, K., Sylla, N.S. (2020): Financial subordination and uneven financialization in 21st century Africa, Community Development Journal, 

56(1), 119-140. 

Minsky, H. (1982): Can 'IT' Happen Again? Essays on Instability and Finance, New York: M.E. Sharpe. 

Minsky, H. P. (1986): Stabilizing an Unstable Economy, New Haven: Yale University Press. 

Miranda-Agrippino, S., Rey, H. (2022): The Global Financial Cycle, eh. 1, in: Gopinath, G., Helpman, E., Rogoff, K. (eds.): Handbook of International Economics: 

International Macroeconomics, Volume 6, Amsterdam. 

Mishkin, F.S. (2008): Challenges for inflation targeting in emerging market countries, Emerging Markets Finance and Trade, 44(6), 5-16. 

Muehlich,L., Fritz, B., Kring, W. N. (2022): No One Left Behind? Assessing the Global Financial Safety Net Performance Du ring COVID-19. In: Journal of Globalization 

and Development 13 (1),123-147. 

Murau, S. and Pape, F. and Pfarr, T. (2021): The Hierarchy of the Offshore US-Dollar System. On Swap Lines, the FIMA Repo Facility and Special Drawing Rights, 

February. https://doi.org/10.48440/iass.2021.005. 

Murau, S., Pape, F., & Pfarr, T. (2022): International monetary hierarchy through emergency US-dollar liquidity: A key currency approach. Competition & Change, 

27(3-4), 495-515. 

Ocampo, J.A. (2001): International asymmetries and the design of the international financial system, CEPAL Serie Temas de Coyuntura, 15. 

de Paula, L. F. de, Fritz, B., and Prates, D. (2026): Currency Hierarchy and Financial Globalisation,, Edward Elgar Publishing, Cheltenham, UK, Northampton MA USA. 

Prates, D.; Fritz, B.; de Paula, L. F. (2023): Frontier-market economies as a new group of the financial periphery: patterns and transmission channels of global shocks, 

European Journal of Economics and Economic Policies: Intervention (EJEEP), 20(2), pp. 282-298,https://doi.org/10.4337/ejeep.2023.0106. 

Raddatz, C. , Schmukler, S.L., Williams, T. (2017): International asset allocations and capital flows: The benchmark effect, Journal of International Economics, 108(C), 

413-430.

Ramos, R.A. (2019): A Minskyan account of emerging currencies dynamics, Journal of Post Keynesian Economics, 42(4), 638-661. 

Rey, H. (2018): Dilemma not Trilemma: The Global Financial Cycle and Monetary Policy Independence, NBER working paper, 21162; 

https://www.nber.org/papers/w21162 

47 Heike Joebges I Currency Hierarchy 


