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Overview
The dollar has been the dominant currency of the world economy for almost a century for a single overwhelming reason: It had no competition. No other economy came close to the size of the United States. The dollar had been the de facto world reserve currency: the U.S. currency accounted for approximately two thirds of all official exchange reserves. More than four-fifths of all foreign exchange transactions and half of all world exports are denominated in dollars. In addition, all IMF loans are denominated in dollars.

The introduction of the euro has created a motive for diversification into dollars for those investors who had previously obtained some portfolio balance by holding several European currencies. As stability between the exchange rates of those currencies increased through the late 1990s and then became obsolete in January 1999, some investors were induced to substitute into dollars to regain the diversification they had lost as the euro-area currencies became more closely correlated. Moreover, the attraction of investing in dollar-denominated assets depends upon relative rates of return. 

To the extent that the capital flows from Europe to the United States are critical, the future will be determined, at least in part, by the success in Europe of matching the expected rates of return on U.S. assets. But market pressures toward portfolio diversification are clearly also going to play a major role in the future relative positions of the dollar and the euro. The world can only benefit from the competition.
In 1999 12 European Union countries adopted the euro as their common currency directly competing with the dollar. Since 2002 the euro has gained widespread international acceptance resulting in important institutional, economic and financial changes both for the Euro zone, the United States and the world economies, affecting foreign exchange and financial markets as well as economic activities around the world. 

A clear example of the euro's impact in the world economy is the fact that according to the Bank for International Settlements Russian banks have been significantly increasing their euro-denominated debt. Deposits outside Russia have been on an upward trend since the end of 1998 and have continued to migrate from banks in the United States to banks resident in Europe. Moreover, President Chavez of Venezuela has said that he will diversify a large amount of assets from dollars to euros, obviously a politically-motivated measure. Similarly, Asian central banks are holding more euros. Of the Asian nations, it is the Japanese who are the most enthusiastic about the new single European currency. Over the past six months, Japan's major corporations have already begun their own shift to the euro. According to the Japanese business daily Nikon Keixai Shimbun, trading house Mitsui is issuing over $2 billion worth of medium-term notes in euros. 
The effect of the euro has been far reaching in Latin America. This region is not noted for its strong links with the euro zone. Latin America’s indisputable reference currency is the U.S. dollar. Nonetheless, the considerable weight of the economic ties between many of the countries of Latin America and Europe has a direct impact of the euro and the performance of the economies in the region. In particular, as trade between Europe and Latin America and the Caribbean grows, euro-denominated debt may well account for a larger share of the latter’s total foreign debt. Hence, countries in the region need to reassess their hedging strategies. As a result, the euro may benefit from enhanced investment inflows from Europe to Latin America. Moreover, during the last decade the flows of direct European investment toward Latin America reached levels comparable to those from the United States, and the commitment of European banks in the region increased considerably. Probably the biggest driver into the Latin American banking system has been the Spanish and Portuguese banks.  This clearly is culturally and language related enhancing the competitiveness and role of European Finance and hence the presence of the euro in Latin America. 
In the future, the international role of the euro will eventually hinge on the validity of the fundamental idea underlying its creation, namely the idea that important components of sovereignty can be pooled and shared among nations in the pursuit of common economic and political objectives. There are several issues that are going to be crucial for the presence of the euro in the world economy in the years to come. For example, what are going to be the implications of the failure to ratify the constitution on the euro? How breaking the barriers for cross-border banking in Europe are going to affect the value of the euro and spur growth is still an open issue.  How competitive policies and protectionism are going to affect the valuation of the euro?  

“The Euro and the Dollar in a Globalized Economy” will incorporate the involvement of various disciplines (economics, business and political science) in order to foment discussions intended to facilitate an exchange of ideas among academics, practitioners and the local business community.

Participants and attendees will join a prestigious and selected group of economists, political scientists, business leaders and central bankers as they assess the international role of the euro, discuss its impact on global financial markets, shifting global exchange rate relationships and their implications, and recount lessons learned and identify future challenges.

The major specific topics the conference will cover the following themes, structured in panel sessions:

Topic 1: The euro and the dollar: Competing currencies?

Topic 2: The euro and the dollar in the globalized economy

Topic 3: Enlargement and its effects on the euro and dollar

Topic 4: The euro, the dollar and their monetary policies

Topic 5: What risks and opportunities does the euro represent for Latin America 

and the Caribbean?
