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Relationship Between Bilateral Trade Exchange Tarket Size Net Externality and the USD’ s
Leadership: An Empirical Panel Analysis Using the Data by Market Countries or Regions
Zhong Yang and Ding Yibing
( School of Economics Jilin University)

Abstract: As the most important currency in the world the USD’ s leadership’ s decline will be a long historical process. A static panel
model and a dynamic panel model are constructed to analyze the determinants of USD’ s status in this article. The results told us two
variables ( bilateral trade and exchange market size) are important positive determinants. Foreign exchange market trading volume of the
last period also is a powerful driver of USD’ s leadership. It means that the larger foreign exchange market trading volume of the last
period is and the more possibility USD can be accepted in a given market. The evidence in this article thus leads to the conclusion that

net externality acts as an important determinant of USD’ s leadership.
Key Words: Bilateral Trade; Net Externality; USD’s Leadership; Static Panel Model; Dynamic Panel Model
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