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“But where the danger is, also grows the saving power”
Friedrich Hölderlin, Patmos poem, 1802.
“People only accept change when they are faced with necessity, and only recognize necessity when
a crisis is upon them”
Jean Monnet’s memoirs, 1978

The pandemic effect on the global economy is about to become the worst macroeconomic shock since
WWII and needs to be fought in corresponding proportion.
This deserves to think “out of the box” i.e. out of previous or still existing dogmatic positions for
organizing the broadest opening of the policy tool-box. The 'Whatever it takes' must cover much more
than the historical reference to the ECB potential use of unconventional monetary policy, but also
more than its mere combination with the fiscal arm. There is an urgent need to undertake new forms
of multilateral actions and to strengthen international cooperation, without which any national or
regional macroeconomic reaction would not be coherent and efficient. Inside the Euro-area, there is
an additional need for specific cooperative measures for limiting a new wave of fragmentation of the
single currency as a result of sovereign debts tensions (divergent spreads on bonds).
The global economy is facing a double shock with lopsided effects: supply contractions (supply-chain
disruptions) and demand cuts triggering a vicious spiral i.e. supply-demand doom loop creating a
Keynesian depression combined with a global liquidity crunch. Separate macroeconomic initiatives at
the national level would be insufficient for resisting to what could be the worst economic crisis of
history. Action is needed at the global level. A multilateral framework is required to coordinate,
calibrate and monitor monetary and fiscal measures. This framework and the necessary tools do
already exist through the G20, the IMF facilities and multilateral surveillance and the (extended) Fed
swaps with (more) Central Banks.
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The key thesis of this emergency policy brief is that this existing framework needs to be upgraded in
order to greatly enhance the global response to what is about to become the worst of history. The
proposed upgrading consists in framing the immediate and short-term measures into a more systemic
global response by establishing the still missing multilateral Lender-of-Last-Resort (LOLR) able to
restore a more symmetrical International Monetary System (IMS). National macroeconomic policies
would become much more effective in this more coherent global system. Analytic presentations of the
present crisis and the required optimum policy-mix and of the LOLR balance-sheets are presented in
the three Annexes to this non-technical paper.
1) Why sovereign authorities and independent Central Banks must urgently act in a multilateral
framework?
On the fiscal side, needless to elaborate much for what is already obvious for economists, most
policymakers and citizens: to increase health emergency resources, supports to SMEs and selfemployed, emergency loans for firms and mortgages, family income support and to targeted groups
etc.); furthermore, the EU’s fiscal rules are about to be relaxed for such an exceptional situation (oneoff measures for emergency as already decided by the EU).
On monetary side, liquidity at national and international levels needs to be ensured to cushion the
contraction of global activity and preserve the stability of financial markets. This is the most urgent
measure, but they need specific cooperative reactions which are much less obvious. Dogmatic
paradigms and nationalist mood could still paralyze fast optimal decisions, but the specific nature of
the emerging crisis imposes much more coordination than ever and might offer a window of
opportunity for a quantum leap aimed at improving global systemic conditions.
Two intertwined reasons explain the urgent need for collective actions upgrading the cooperative
monetary framework:


The main systemic one is the absence of a genuine Lender-of-Last-Resort (LOLR) at the global
level making very difficult a rational management of Global Liquidity (GL) when global trade
calls for it. The reason is merely that the global financial system creating international liquidity
has become more and more dependent upon the supply of liquid “safe-assets”, the main one
being issued in US dollar. However, the technical explanation cannot be presented here1, but
in a nutshell, after the Global Financial Crisis of 2008-09 (GFC1), the main sources of
international funding have been shifting from bank loans to wholesale money markets, which
require an increased demand for collateral assets as the basis for securing high transaction
volumes on this wholesale market; private markets provide these collaterals in an endogenous
process leading to a growing scarcity of the own basis for creating collaterals which are “safeassets” in dollar. Therefore, Global Liquidity (GL) appears as a risky reversed pyramid relying
upon a proportionally shrinking base of the most liquid collaterals, the availability of which
becomes abruptly too scarce in periods of crisis. This systemic risk is all the more important
that the IMS is based upon a national currency, the US dollar, which plays the role of dominant
international reserve currency, but without clear way to ensure the adequate supply of “safeassets” in periods of crisis (as well as excessive supply in period of credit boom). Indeed, the

1

See Ghymers, C. “Towards a Global Liquidity Problem: Is there a Pilot in the plane?”, IRELAC policy working
paper, September 2019
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Fed, a national institution dedicated only to domestic needs, does not assume a global
responsibility, except in very specific cases, and with only some discretionary bilateral swaps
reserved to selective bilateral arrangements2. Therefore, this absence of global LOLR exposes
global liquidity to instable development, and particularly to sudden squeeze in case of
recession provoking a deleveraged run towards genuine “safe-assets” mainly in dollar, such a
rush towards pure international liquidity being multiplied into a global liquidity crunch. Only
the Fed has the capacity to provide the required international but not automatically the will to
do it.
The second systemic risk is the legacy of the 2008 Global Financial Crisis (GFC): the global
liquidity trap (too low or zero interest rates) together with the emergence of unregulated
shadow banking and bond issuances, mismatches in currency expositions and terms,
insufficient or illusive liquidity on repo-markets. The euro-area presents some specificities due
to the uncompleted reforms of EMU. An immediately applicable disposition of the EU Treaty
(Art. 123 §2) does exist and would be simple and fast to implement, but was rejected in 20102012 during the euro-crisis. It is synthetically presented in the Annex 2.

Annex 1 presents a graphical analysis of these two needs for a systemic cooperative upgrading.
The two interrelated systemic weaknesses impede an efficient fight against the supply-demand doom
loop created by the present crisis.
1. The liquidity trap is obvious: only non-conventional monetary injections can achieve the
necessary effects but they cannot solve everything all the more that they have been already
much used since the GFC1. They need to be coordinated and to focus on excessive spreads on
sovereign bonds under pressures and on getting the most credible deterrent effects i.e.
impeding speculative attacks3
2. The more fundamental systemic issue: the lack of global LOLR and the insufficient global
safety net are the most important flaws in the current international financial architecture.
They were already visible well before the Covid-19. Indeed, GL developments since the
previous GFC have made clearer the significant risks of new episodes of sudden liquidity
crunch, negative spillovers for national policies and difficulties for managing GL conditions,
which inevitably would impact on the real global economy with very high economic costs and
socio-political risks independently of any pandemic crisis.
As the Robert Triffin Association (RTI) tried to warn in 20194, “dollar debt of non-banks outside
the United States is at a new record,” and “currency mismatches and leverage in the private
sector have increased”. The dollar funding of non-US banks is exposed to major risks since “the
dollar-denominated debt held by non-banks outside the US now exceeds $12 trillion, or 14% of
global GDP, up from 10% in 2007 just before the global financial crisis”.

2

In the previous GFC, these bilateral Fed swaps were crucial for preventing the worst. They were again
activated on 19 March 2020, but they remain discretionary and geopolitically oriented.
3
We should not repeat the historical mistakes of the euro-crisis when the ECB demonstrated not being allowed
to act as a genuine Central Bank by denying the function of LOLR up to the [too late] Draghi’s ‘Whatever it
takes’ in July 2012).
4
See RTI working group report in Annex: “Managing global liquidity as a global public good” RTI Working Party,
chaired by Bernard Snoy, http://www.triffininternational.eu/images/Global_Liquidity/GL/RTI-CSF_ReportGlobal-Liquidity_Dec2019.pdf
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As we showed5 the GL is exposed to a sudden breakdown not only because liquidity is procyclical and unable to be self-regulated but overall because it relies mainly upon the US dollar,
a national currency, making its issuer, the Fed, unable to pursue simultaneously domestic and
global stability objective. This is the so-called “Triffin dilemma”6, by definition a systemic issue:
there is no LOLR in an asymmetric situation where one currency issues spillovers upon the
global financial conditions creating big waves in GL damaging the world economy but also
eventually its own economy.

Liquidity is by definition not ensured in crises, the very times that it matters most, and so national
central bank interventions and regulations are required but in global markets, there is no comparable
institutional framework and nothing guarantees an efficient coordination of national central banks or
regulations. As we shall see, there is a network of Fed swaps, but as it emanates from a national
institution, subject to national imperatives, nothing guarantees that its actions are sufficiently
comprehensive, including emerging market economies, and corresponding to the “management of
global liquidity as a global public good” we should be striving for.
At national level, Central Banks were created for making up for the intrinsically instable nature of
financial markets by acting as the national LOLR7 i.e. being above national private banks for issuing the
ultimate national liquidity instrument, but, at international level, there is neither an equivalent global
Central Bank, nor sufficient substitutes through bilateral swaps across the main Central Banks or
safety-net system in case of global liquidity shortage. As a matter of facts, the IMF is constrained in
playing the role of a global LOLR, although it could mobilize significant financial resources (up to $1
trillion). The issue is not primarily the limitation of its resources but its powerlessness in the face of
the asymmetry provoked by the international role of the dollar and the spillovers of the US monetary
policy upon foreign financial markets and their degree of liquidity. Indeed, the demand and supply of
US dollar safe-assets form the basis of the reversed pyramid, not only of liquidity in the US financial
markets but of GL. This basis is particularly fragile in times of global crisis after three decades of
dogmatic deregulation of financial markets making GL even more volatile. Indeed, liquidity is
inherently instable because demand and supply of credit move together with liquidity conditions
impeding yields and interest rates to play the equilibrating role of “objective” market prices. Financial
operators are not independent but linked through mimetic competition to their assessment of liquidity
conditions which tends to be self-fulfilling8.

5

See Ghymers, C “Towards a Global Liquidity Problem: Is there a Pilot in the plane?”, op. cit.
The Triffin dilemma expresses the logical impossibility to regulate global liquidity and to manage an optimal
policy-mix in the US if the dollar is used as the main international reserve; the reason is the simple fact that
increasing international liquidity means increasing the external liabilities of the US economy, because the
demand for dollar as international reserve is an automatic Foreign loan to the US economy.
7
In the euro-area, with the ECB being not a genuine LOLR (for rigid dogmatic interpretation of the no-bailingout Article), instability of financial markets could fragment again the inter-bank and sovereign debt markets
and constitute a specific additional risk for a destabilizing speculation like what occurred from 2010 to 2012
Draghi’s words.
8
See Aglietta, M., Finance and Macroeconomics: The Preponderance of the Financial Cycle, OFCE « Revue de
l'OFCE » 2018/3 N° 157 | pages 197 à 22
6
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Only the US Fed has the ability to supply voluntarily the necessary liquidity to the world financial
system. In the 2008-09 GFC1, the Fed played partially the role of LOLR by opening unlimited access to
dollar swap to major Central Banks. These “cooperative” swaps made it possible to ensure other
Central Banks lending freely in dollars to their banks. It was also easier to justify for being in US interests
because European banks’ dollar exposure was primarily related to investments in US mortgage-related
securities9. But, these Fed swaps covered only bank financing. Non-bank financial intermediaries,
which have risen in importance for trade finance since the 2008 crisis, were and still are excluded, even
though they may have indirect access through banks. Since the GFC1, the US Congress and Trump’s
administration have taken political measures limiting the access to these “cooperative” swaps: access
is now more politicized and for instance, the Chinese Central Bank is not included in the Fed swap
network, although the US economy could suffer strongly in case the second economy of the world
were to experience a dollar shortage. Vanishing dollar liquidity abroad will be a major U.S.’s problem.
It is over the time when “the dollar was our money but your problem10”. Furthermore, the financial
conditions have changed: this time the coming dollar liquidity crisis is not so much in the US (as it was
in the 2008 GFC1), but rather in markets for dollar-denominated bonds issued by non-US companies.
In the US, it is politically harder to justify providing emergency dollars to non-US companies having
incurred excess dollar denominated debt, particularly given the current national-populist mood and in
the middle of a presidential campaign.
The other potential financial “life-jacket” which the IMF could provide, would be a SDR allocation, but
it seems that this solution has been excluded as a result of the opposition of not only the US but also
of other countries as well11. The decision taken at the end of last year to postpone the increase in
quotas until 2023 when it was already clear that global liquidity had been twice under stress (at the
end of 2018 and at the end of 2019), was clearly inauspicious. Also in December 2017, in the context
of the prevention of a new crisis, the IMF Board had rejected a useful proposal for a ‘short-term
liquidity swap facility’ which would have broadened and strengthened the toolkit of the Global
Financial Safety Net (GFSN) in due time. The reasons for this missed opportunity by opposition of some
Directors to a new liquidity crisis instrument remain amazingly myopic and dogmatic: according to
some Board members there would be a “tradeoff between providing effective liquidity support for
9

It remains five standing US Fed swap arrangements with the main institutions issuing reserve currencies:
Canadian dollars, sterling, euros, yen and Swiss francs. On 19 March 2020, temporary swap arrangements were
added with Central Banks of Australia, Brazil, Denmark, Norway
the Bank of Korea, the Banco de Mexico, the Reserve Bank of New Zealand, Norway, Singapore, and Sweden to
be in place for at least six months; but Central Bank of China remains excluded as well as other emerging and
LDCs.
10
U.S. Treasury Secretary John Connally’s famous remark to European finance ministers in 1971 when dollar
was devaluated.
11
The report of the G20 Eminent Persons Group (EPG), published in 2018, acknowledged that there was no
guarantee that, in the case of a new global financial crisis, actions such as the US dollar 500 billion liquidity
swaps deployed through the US Federal Reserve in 2008-2009 and/or the US dollar 450 billion pledged by a
significant group of countries to temporarily augment IMF resources could be repeated in the case of a new
crisis. Other possible options for IMF funding in large and severe global crises were listed in Annex 5 of the
report, including on-lending of unused SDRs from member country savings, market borrowing by the IMF,
replenishing and expanding the NAB, but, according to the group, these solutions « faced governance and
policy challenges, on which there were differing views. These had first to be resolved through a process of
consensus building. The EPG was hence not proposing a solution for endorsement at this stage ». The
possibility of a special SDR issue, as was decided at the March 2009 London G20 Finance meeting is not even
mentioned in the EPG report.
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members and protecting the Fund’s financial position and credibility” as well as the feature akin of this
proposal “to a swap line offered by central banks, which risks departing from the Fund’s traditional role
under its mandate”12.
It is not surprising therefore, that the global financial system – which was already more than ever
exposed to a run towards safe-assets in dollar in a collapse of most of the private part of the global
liquidity pyramid13 – gives sign of an impending crash. The dollar liquidity crunch in an inadequate
global financial system represents potentially a higher danger than the COVIT-19 and could – if not
tacked with urgency – impede adequate public response to the pandemic spread. History will remind.

2) The systemic solution: allowing IMF to become immediately the missing, genuine Lender-ofLast-Resort (LOLR) issuing a Central Bank reserve currency which would not be anymore the
debt of national economy
A solution does exist to answer to the pro-cyclical behavior of Global Liquidity (GL) and the consequent
recurrent shortage in safe-assets, especially in dollar. It consists in implementing a systemic change
tackling the roots of the shortage by managing a multilateral reserve currency (i.e. an international
asset which is not a debt from a national economy) as a substitute for official safe-assets in dollar
and/or in secondary national reserve currencies, in order to smooth the pro-cyclical nature of financial
private markets and to ensure globally an optimum supply of global monetary base. The present crisis
provides the historical opportunity to kill two birds in a single shot: cushioning the global shock created
by the coming global liquidity crunch and removing the systemic flaw of the asymmetric International
Monetary System (IMS) based excessively on the supply of dollar. This improvement could address
simultaneously the problems that have plagued the global economy since Bretton Woods: the Triffin
dilemma, the “exorbitant privilege”14, the propensity to excessive indebtedness, the “built-in
destabilizer15”, the perverse absorption by the US over-consumption of the rest of the world net
savings.
Let’s make immediately clear that this proposal does not pretend (or would not imply) to substitute
for the US dollar operational role on the interbank markets, but only across main Central Bank
operations and for GL management in a collegial way for ensuring global stability. The US dollar is and
will remain the single operational vehicle on the day-to-day markets for logistical (and logical) reasons:
only one working standard is feasible for intra-day or short-term dealers. For the same reason, a multicurrency option would be even more instable system without a superior (n+1th) reserve currency
above them as LOLR.

12

IMF Press release N° 17/507, 19 December 2017,
https://www.imf.org/en/News/Articles/2017/12/19/pr17507-imf-executive-board-discusses-proposals-fortoolkit-reform
13
Ghymers, C. “Towards a Global Liquidity Problem: Is there a Pilot in the plane?”, op. cit.
14
De Gaulle/Giscard, June 1965
15
Triffin, R., "The IMS (International Monetary System…or Scandal?) and the EMS (European Monetary
System…or Success?)", Jean Monnet lecture, European University Institute, Florence, Banca Nazionale del
Lavoro, Quarterly Review, n°179, December 1991; see also Ghymers, C., “Réagir à l’emprise du dollar”, in L’Ecu
et la Vieille Dame, Aglietta, Michel, Economica, Paris, 1986
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This ideal solution, as repetitively underlined by Robert Triffin, and later by RTI16, requires a multilateral
arrangement, which is not anymore on the agenda of the G20 and not even mentioned by the IMF and
other stakeholders in the debates17, and which continue to be seen as utopic by most authorities. On
the contrary, our view is exactly the opposite: the unprecedented gravity of the coming 2020 GFC
makes this systemic option also the most realistic for being the most needed and effective for facing
the risks of financial chaos. It is the simplest and most rational one: to implement at the international
level what was made at national level with the creation of national central banks which made possible
to control the supply of national safe-assets in function of the needs. This global central bank LOLR
function would also make it possible to control at the global level, through the creation or the
destruction of a global currency, similar to what national central banks control at the national level
through their national open market operations, creating or destroying liquidity in the domestic
currency and taking into account the spillovers generated by cycles in their national banking system’s
money creation. At the global level, such a central bank role of global liquidity management is still
missing although the concept as well as the need to make-up for instable private liquidity appears
obvious. Furthermore, the institutional basis does exist because it would consist in upgrading the IMF
by allowing it to issue a single international currency: an upgraded Special Drawing Right-SDR18 would
become a genuine multilateral currency, that could be named Multilateral Drawing Rights – MDR (or
alternatively Multilateral Reserve Currency – MRC), issued in exchange for national currency reserves
which could merely take the form of national bonds19. The IMF would be able to create the required
amount of global liquidity without creating any more liquid debt for any particular economy, removing
asymmetries and credit risks. This would solve the “Triffin Dilemma”. Indeed, the proposed multilateral
currency would be the liability of the global system itself (the IMF) which would own the counterpart
value on the asset side with “reserves” in the different national bonds of the members, making it able
to restore adequate proportions between private liquidity and official one without generating a global
financial risk. A presentation in terms of the upgraded IMF+ (the Multilateral Central Bank) balancesheet is presented in Annex…
Clearly, this new multilateral reserve currency could provide the best way to create or withdraw
instantaneously emergency liquidity but also to manage rationally and collegially global liquidity (both
ways, withdrawing or adding liquidity) as a public good, using objective indicators, resolving in a single
16

RTI, Using the Special Drawing Rights as a Lever to Reform the International Monetary System
Report of an SDR Working Party (also available as The Federalist Debate Papers No. 1- Supplement to The
Federalist Debate No. 2, July 2014, Year XXVII); http://rti.csfederalismo.it/publications/articles-papers/1267using-the-special-drawing-rights-as-a-lever-to-reform-the-international-monetary-system . On that time, the
working group recognized that the first best solution was out-of-reach, and therefore a pragmatic approach
was proposed in the meantime.
17
Last attempt was during Chinese Presidency of the G20, but failed by German opposition. The “Group of
Eminent Persons” charged of possible IMS reforms by the succeeding German Presidency of the G20 does not
even mention it….
18
SDR is a multilateral auxiliary reserve asset, created in 1969 by IMF decision and incorporated into the 1d and
2d Amendments of the IMF statutes as the unit of account of the IMF and for becoming later the principal
international currency reserve. However, it has remained a mere currency basket, presently compounded by
the five major reserve currencies: 41,73 % for the U.S. dollars, 30,93 % for Euro, 10,92% for Chinese yuan, 8,33
% for the yen and 8,09 % for the Pound, and its value is calculated daily from a weighted sum of its
components. Formally, it is nor a genuine currency neither a liability of the IMF but a mere right to get its
counterpart value in “freely usable currencies of IMF members”.
19
Not even necessary to ask to members for transferring part of their own reserves or gold, which would
complicate the juridical aspects of this upgrading.
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shot several hot-issues: no more need for polemical coordination of macroeconomic policies
interfering into national sovereignties or central bank autonomies, no more need for dedicating
taxpayer money to safety nets, no more waste of time for bargaining sensitive burden-sharing, no
more Triffin dilemma since the IMS would become automatically more symmetrical, and therefore no
more “built-in-destabilizer” of the dollar-system, since the proposed multilateral currency would be
managed in function of global stability and the general interest as defined collegially in the Board of
IMF only for technical reasons (according to output gap models and price indicators), without any
“weaponization” of international money, but with the possibility to target (conditionally or not)
towards the most urgent needs or cases. Thus a more stable, more efficient, more peaceful and fairer
world.
Whatever the theoretical arguments around the persistence of the Triffin dilemma and independently
of the views about the political or juridical feasibility of the first best option with the SDR, the present
alarming situation requires to get out of the present status-quo for building as soon as possible a new
consensus and proposing timely (i.e. immediately) concrete actions for facing the present global crisis
by resolving the systemic IMS asymmetry and its destabilizing spillovers.
The current objections to the implementation of a systemic solution are generally based upon the
feeling that a systemic change of the IMS requires political conditions which would be more difficult
to meet than ad-hoc coordination inside the present International Monetary System (IMS). In fact,
contrary to current views, a systemic change at IMF level would not reduce neither national
sovereignty nor central bank autonomy (contrary to coordination), nor creditors’ say, but actually
would reduce the need for coordination, being therefore more compatible with the present mood of
economic nationalism, letting each national authority to face freely its own responsibility, while
eradicating the present monetary asymmetry of the dollar system.
In the present panic context in front of a rising degree of emergency and budgetary/activity disaster,
the traditional opposition by the official establishment to a multilateral costless option should appear
as far more stupid and risky than drawing safely on the existing IMF, its resilient statuses expressing
already the consensus for making SDR the main international reserve, its agreed quotas, its collegial
legitimacy, the high quality of its technical team and its transparency. In comparison, any other formula
to be agreed upon at global level seems actually out of reach for coming on time with sufficient and
flexible resources for facing the biggest global crisis while ensuring a minimum of monetary rationality
through a feasible global liquidity management.
If we could surmount the delicate political obstacle of achieving a vote in the IMF Board with a 85%
majority, the IMF could become instantaneously - without new Treaty or heavy legislation and
ratification the global Multilateral Central Bank – MCB , issuing directly Multilateral Drawing Rights
(MDR) against national T-Bills: no cost for tax-payers, no bargaining about burden-sharing, no
interference into sovereign monetary policies, no need for difficult coordination, no geopolitical
blackmail, no more increase in the external debt of the US economy for creating the needed global
liquidity.
The IMF+ with this MDR (i.e. a SDR+ becoming a MRC) could tackle the issue at the appropriate
technical and global level without imposing any loss of national autonomy or independency for Central
bankers: creating the neutral “n+1”th currency (MDR or MRC) is the only option making simultaneously
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possible a truly rational management of global monetary conditions and the respect of the autonomy
and responsibility of the “n” Central Banks of the world, because the asymmetry resulting from the
use of the dollar as the main global reserve means “n-1” degrees of freedom for “n” national policies.
Therefore, creating the MDR as the genuine Multilateral Reserve Currency (the “n+1th”) issued by IMF
under technical rules allowing for creating or withdrawing global monetary base and multilateral safeassets, will give more effective national autonomy and responsibility and will eliminate currency wars
by internalizing the spillovers created by the use of the dollar (the “nth” one) as the main reserve
currency for the “n-1th” others.
3) An historical responsibility
Moving to an MDR based IMS is technically immediately feasible, but could we dream of one-hour of
global cooperative behavior to vote at the IMF Board such a resolution that US with 16% of the quotas
could of course veto? In fact, accepting the SDR, which could become the MDR, as the principal (and
potentially the ultimate) reserve currency across central banks, is already agreed upon in the existing
statutes of the IMF: its Article VIII section 7 sets explicitly the formal agreement for “making the special
drawing right the principal reserve asset in the international monetary system”. Should a multilateral
consensus emerge around such an historical decision, to veto it would be taking a heavy historical
responsibility for generations to come; it could also entail a high political risk at less than seven months
from a Presidential election for any candidate to the White House.
However, the obstacles to the systemic improvement is broader than the US establishment.
Economists and monetary authorities have also a direct responsibility. As far as we know, there is no
convincing technical argument demonstrating that the “first-best solution” would be less efficient or
less realistic than any other, except of course, the difficulty to reach the 85% of voting rights, but this
is a political obstacle, not a rational argument. The resistance to change in monetary domain seems
entirely based upon pure beliefs and dogmatic convictions, not upon objective analytic arguments.
4)

Coordination versus systemic changes

Against this simplest first best solution - to allow IMF to issue MDR - as proposed by Robert Triffin from
the end of the fifties to the end of his life, officials and most economists have generally been answering:
“this is utopic, international coordination remains the only realistic option”. Facts have been
demonstrating stubbornly since 1944 that international coordination was only possible at very rare
moments “when the house is burning”. Political authorities being national, coordination is logically
utopic as an implacable result of the “prisoner dilemma” which rules among competing players.
International coordination remains a Jacobin illusion because “the devil relies in the details” and
coordination requires a high degree of international cohesion and mutual trust among too many
simultaneous sovereign areas, while the MDR issuance does fully respect the subsidiarity principle by
acting on a single global parameter (Global liquidity) at the core of the macroeconomic problem
without diminishing any parcel of national autonomy, contrary to any coordination.
Now that the “house is effectively burning” making cohesion by fear, the option of better coordination
should re-appear as more realistic. It is right but for how long? Is it so realistic to bet upon engaging a
complex coordination of “n” monetary and fiscal policies through national decisions which must stay
in place for several years in spite of uncertainties and probable major geopolitical changes? One knows
that with uncertainties, the prisoner’s dilemma will be back soon and will derail the needed
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coordination. Furthermore, if there was now more cohesion would it be even more realistic to seize
such an historical opportunity for focusing once for all upon the creation of a permanent multilateral
tool allowing to rebalance the system while respecting sovereignty and central bank independence?
What is the risk for national authorities to dare a systemic improvement the use of which would
anyway remain in their hands at the IMF Board of Directors? This first step does not impede to
coordinate further on top of improving the reliance of the IMS thanks to the MDR which offers a
costless safety-net easing coordination and contributing to build trust among members.
There is an additional dimension that makes necessary the proposed systemic improvement of the
International Monetary System: the sustainable development objectives and the Paris Agreement on
climate change. Here the future of human life on the earth is at stake. Indeed, the Triffin dilemma
corollary is what Triffin named the “International Monetary Scandal” i.e. the perverse dissaving of the
US economy, absorbing the net savings of the emergent and poor economies to sustain overconsumption of the richest economy. This deviation in the normal saving flows on the planet makes it
impossible to finance the de-carbonization of the world production, which requires more investments
everywhere, especially in the emerging and LDCs economies. These capital flows would be naturally
feasible and profitable once the IMS becomes more symmetrical i.e. once a “n+1”th currency restores
the “n”th degree of liberty in the system.
5) Conclusions
The catastrophic COVID-19 crisis is triggering a worse lethal virus which will amplify tremendously the
social-economic global crisis of 2020 and could seriously complicate the necessary financing of the
priority health measures. Contrary to the bad surprise of the COVID-19 virus, this time, the new global
financial crisis had clearly been predicted and a “monetary vaccine” does exist: a Multilateral Reserve
Currency issued by the IMF could be a salvation cushioning the coming big depression and rebalancing
the whole system because such a “high-powered-international-money” is not the debt of any
economy. Furthermore, the creation, distribution and use of this monetary vaccine against the global
liquidity crunch could be immediate, costless, and could be conditionally targeted towards the most
urgent cases and needs, with very fast curative virtues. They only depend upon an 85% vote of the
IMF Board. In the present health crisis, could we imagine some political powers opposing to the use
of vaccine against the COVID-19? Unfortunately, in the monetary domain, the paradigms and statusquo culture seem even stronger than in medical domain. How History will judge this addiction to status
quo in case the “money-doctors” would refuse the vaccine, preferring to stick to Granma’s old beliefs
and miss the exceptional window of opportunity that the present global crisis provides? There are still
some hopes that policymakers and economists decide to act in a solidary way for a single one-hour
free of dogmatic old views in the IMF Board of Directors in Washington. As used to say Jean Monnet,
“Politics is to make possible tomorrow what seems impossible today”.
Thirty years ago, at the end of his life and half century spent on defending the need for a multilateral
LOLR, Robert Triffin observed sadly "the incomprehensible lack of awareness of [built-in destabilizer of
the international dollar-system] defect by virtually all economic analysts”. It is to hope that the present
crisis will make true Hölderlin’s poem thanks to collective fears, enabling our policymakers to eradicate
suddenly the amazing paradox in economist corporation which otherwise will inevitably lead to the
worst financial crisis of humankind with terrific socio-geopolitical consequences. If Economics is
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effectively a rational and rigorous discipline, why do most of the economists seem so irrational when
dealing with the IMS issues and stability of financial markets?
*

*

*

Note 1: Example of the need to establish immediately Fed swaps with the Chinese Central Bank as a
signal of the need for a cooperative approach since global liquidity is a public good and in the interest
of the US economy:

The common objection to restoring these Fed swaps, is that the huge Chinese reserves should first be
used for rescuing their monetary markets. This objection seems to ignore that the proportion of
dollar has decreased recently from 90% to around 50%, and that a swap among Central banks has
not the same net effects and efficiency on interbank markets as cutting reserves. Furthermore,
selling significant amount of US T-bills would be contrary to the Fed attempt to increase QE.
Denial of opening and extending these swaps acts against the dollar status as the pre-eminent global
reserve currency and would dangerously increase monetary antagonism and no-cooperation i.e.
increasing the “prisoner dilemma” and their very growing costs for all. A compromise would be to
allow Central Bank of China to borrow against part of its US T-bills as collateral.
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Note 2: Chart with the impact of the announced monetary bases increases by 4 Central Banks
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Analytical Annexes
Annex 1: Chart presentation of the 2020 GFC and the
required recipe
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Annex 2: Solution for the Euro-area through the
European Stability Mechanism (MES)
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Annex 3: Balance-sheet presentation of the final
stage of the Multilateral Central Bank issuing the
Multilateral Reserve Currency MDR
3.1. Multilateral Central Bank (MCB = IMF+) issuing
MDR (=SDR+) as a multilateral Reserve Currency
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3.2. Comments to the analytic scheme of the issuance
of MDR (SDR+) in the MCB (IMF+) Balance-sheet
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