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ABSTRACT

This article investigates effects of the global financial crisis (GFC) as well as the euro

zone crisis on the position of US dollar as a key currency. We base on a money-in-the-

utility model to analyze empirically whether the two crises changed a coefficient on real

balance of US dollar in the utility function or its contribution to utility. An empirical

result is that the contribution of US dollar to utility decreased during a period when

financial institutions faced the US dollar liquidity shortages. The liquidity shortage

decreased the contribution of US dollar to utility during the global financial crisis.

 KEY WORDS: global financial crisis inertia key currency liquidity shortage money-in-the-utility model

Notes

 Log in  |  Register



About Cookies On This Site

We and our partners use cookies to enhance your website

experience, learn how our site is used, offer personalised

features, measure the effectiveness of our services, and

tailor content and ads to your interests while you navigate

on the web or interact with us across devices. You can

choose to accept all of these cookies or only essential

cookies. To learn more or manage your preferences, click

“Settings”. For further information about the data we collect

from you, please see our Privacy Policy

Accept All

Essential Only

Settings

https://www.tandfonline.com/action/showCart?FlowID=1
https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/mree20
https://www.tandfonline.com/loi/mree20
https://www.tandfonline.com/toc/mree20/53/12
https://www.tandfonline.com/toc/mree20/53/12
https://www.tandfonline.com/toc/mree20/53/12
https://www.tandfonline.com/journals/mree20
https://www.tandfonline.com/author/Ogawa%2C+Eiji
https://www.tandfonline.com/author/Muto%2C+Makoto
https://doi.org/10.1080/1540496X.2017.1336998
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F1540496X.2017.1336998&pubId=51469443&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/1540496X.2017.1336998?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/1540496X.2017.1336998?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/1540496X.2017.1336998?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/1540496X.2017.1336998?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/1540496X.2017.1336998?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/1540496X.2017.1336998?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/1540496X.2017.1336998
https://www.tandfonline.com/keyword/global+financial+crisis
https://www.tandfonline.com/keyword/inertia
https://www.tandfonline.com/keyword/key+currency
https://www.tandfonline.com/keyword/liquidity+shortage
https://www.tandfonline.com/keyword/money-in-the-utility+model
https://www.tandfonline.com/
https://www.tandfonline.com/action/showLogin?uri=%2Fdoi%2Fabs%2F10.1080%2F1540496X.2017.1336998
https://www.tandfonline.com/action/registration?redirectUri=%2F
https://www.informa.com/privacy-policy/


 The FRB concluded new currency swap arrangements with the European Central Bank

(ECB) and the Swiss National Bank on 12th December 2007. Afterwards, it increased

amount of currency swap arrangements and concluded them with other central banks.

 Ogawa and Sasaki (1998) used the similar theoretical model to conduct an empirical

analysis on the USD as a key currency.

 Calvo (Calvo 1981, 1985), Obstfeld (1981), Blanchard and Fischer (1989).

 The liquidity cost is an enactment cost in the Baumol (1952) - Tobin (1956) type of

transaction demand for money model.

 The illiquidity cost is a penalty cost of cash shortage in a precautionary demand for

money model according to Whalen (Wharlen 1966).

 See Appendix for derivation of Equations (8a) and (8b).

 We may use a method of Fama and Gibbons (1984) to estimate expected inflation

rates. A sample period is much shorter than that by using the ARIMA model due to data

constraints if we use the method. For the reason, we choose to use the ARIMA model.

 See Feenstra, Inklaar, and Timmer (2013) for reference.
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