The US dollar remains a safe haven because of its relative stability
Baxter 23 (Christopher K. Baxter – a Global Macro Strategist at Morgan Stanley Wealth Management, 05-09-2023, “Is the U.S. Dollar’s Dominance Under Threat?”, https://www.morganstanley.com/ideas/dollar-currency-2023)
However, the U.S. dollar’s incumbent role in the global economy is unlikely to be seriously challenged any time soon for four key reasons: The U.S. dollar remains the world’s dominant “medium of exchange,” or means of buying and selling goods. In March, for instance, the Society for Worldwide Interbank Financial Telecommunication (SWIFT) reported that the U.S. dollar was the most commonly used currency on its global payment system, accounting for 41.7% of payments, followed closely by the euro. By comparison, the Chinese renminbi was used in 2.4% of SWIFT payments, despite China accounting for a relatively larger percentage of global trade. The dollar also remains the primary “unit of account” globally, meaning it serves as the standard way that trading partners measure the market value of goods and services being exchanged. According to the Federal Reserve, from 1999-2019, the U.S. dollar accounted for 96% of trade invoicing in the Americas, 74% in the Asia-Pacific region and 79% in the rest of the world. The only exception was in Europe, where the euro is the primary invoicing currency, given frequent trading between EU partners. The U.S. dollar is widely viewed as a reliable “store of value,” or safe haven. In large part because of this stability relative to other currencies, the greenback accounts for nearly 60% of foreign reserves (i.e., the currencies held by central banks to help manage their nation’s monetary system and exchange rate). While the U.S. dollar’s share of central bank reserves has declined over time, it still dwarfs the shares of all competitors. What’s more, according to the Brookings Institution, more than 65 countries peg their currency to the U.S. dollar. There is currently no viable alternative. Other currencies have been discussed as potential competitors to the U.S. dollar, but none comes close to posing a credible threat—at least, not yet. The euro is the world’s second-largest reserve currency, but ranks a distant second, accounting for 21% of foreign reserves versus the dollar’s nearly 60%. Key factors inhibiting the euro’s broader use: According to the National Bureau of Economic Research, there is an inadequate supply of high-quality, euro-denominated assets that international investors and central banks can use as a store of value, and no eurozone-wide “safe” government-backed asset. China’s renminbi accounts for a very small portion of foreign exchange reserves, and Chinese policymakers’ control over the exchange rate makes it unlikely to quickly gain traction. Gold is time-consuming and expensive to move, thus making it less than ideal as a medium of exchange or unit of account. A BRICS common currency is still very hypothetical. BRICS nations may find it challenging to coordinate across central banks and could ultimately prove unwilling to exchange their U.S. dollar reliance for a potentially volatile currency that could struggle to achieve broader adoption. Given these circumstances, it would be hard to break away from the dollar-centric system. It is entirely possible that multiple major reserve currencies will emerge, based on trading relationships—for example, the euro in Europe, the renminbi in Asia and the U.S. dollar in the Americas—but it would likely take decades to fully supplant the global primacy of the dollar.
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