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An Increase in Official Gold Reserve and the Modulation of the U.S.
Dollar as a Reserve Currency

YAMAGUCHI Masaki

(International Business and Law, Social Systems Course)

Big changes have taken place in the official gold reserve which central banks possess as a foreign
reserve. The amount of gold that central banks purchased in 2018 reached the highest level since 1971,
when the gold to dollar convertible system was abolished. What does this movement mean for the
characteristics of the U.S. dollar as a reserve currency?

To answer this question, we investigate movements of gold reserve and foreign reserve for various
countries. Specifically, we calculate rates of change among gold reserves and foreign reserves from the
fourth quarter of 2011 to the first quarter of 2019. Furthermore, we classify the patterns of each
country’s developments using the X-means clustering method.

Our examination found the following patterns. We observed countries increasing their ratio of gold
reserves in their foreign reserves despite the fall in the price of gold. Meanwhile, other countries
increased foreign reserve much more than the gold reserve.

We interpret our results as an indication that the US. dollar is deteriorating as a reserve currency.
The increase in gold reserve has continued quietly throughout the decade. We have to keep a close
watch on the movement of gold reserves in order to investigate the characteristics of the U.S. dollar as
a key currency.
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