
Theoretical Economics Letters, 2025, 15(4), 887-894 
https://www.scirp.org/journal/tel 

ISSN Online: 2162-2086 
ISSN Print: 2162-2078 

 

DOI: 10.4236/tel.2025.154048  Jul. 31, 2025 887 Theoretical Economics Letters 
 

 
 
 

On the Feasibility of Innovating the Reserve 
System and Establishing World Monetary 
Integration 

Chun Pong Lie1,2 

1Hong Kong University of Science and Technology (HKUST), Hong Kong SAR, China 
2Economics and Finance Department, Jiangxi University of Finance and Economics, Nanchang, China 

 
 
 

Abstract 
The evolution of currency has represented a major transition from basic barter 
systems to the widespread adoption of banknotes. This transition highlights 
how important money is in enabling trade and supporting economic growth. 
The advent of banknotes stands out as a pivotal moment in economic history, 
laying the groundwork for the modern financial systems that we rely on today. 
In this research, an exciting idea is proposed: harnessing infrastructure systems 
like large water dams to expand the capacity of our current monetary system, 
potentially serving as a bridge to a new global currency. This approach can help 
us build a stronger, more stable currency framework across the world. By adopt-
ing thoughtful strategies grounded in advanced economic principles, we can 
greatly improve the stability and sustainability of the global financial environ-
ment. This study explores the fascinating interplay between technological inno-
vation, economic needs, and the evolution of financial tools, enriching our un-
derstanding of monetary systems. 
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1. Introduction 

Recently, the global foreign exchange market has experienced significant fluctua-
tions, marked by substantial shifts and considerable volatility. The U.S. Dollar Ex-
change Rate Index has declined significantly, resulting in noticeable changes in 
the exchange rates of various currencies, which in turn impact trade balances and 
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the direction of capital flows. During these challenging times, it’s essential to con-
sider what innovative strategies countries can employ to respond to these changes. 
And how can the authorities manage their currencies more effectively to reduce 
risks and build stronger, more resilient economies? 

To understand this phenomenon and address the question, we must first con-
sider the characteristics of currency. The term “currency” refers to liquid money 
that functions in transactions, settlements, valuation, and crucially, storage. With-
out possessing these functions, or even one of them, it would be challenging for 
any currency to establish itself. Currency needs widespread recognition to be ef-
fective, allowing credit currency to be strongly supported. The origins of currency 
date back to ancient China during the era of oracle bone inscriptions. At that time, 
besides recording events or words, people engaged in barter using shells as a me-
dium of exchange. The development of writing as a transactional tool during this 
period marked a transition from primitive societies to organized social structures, 
with early market mechanisms beginning to form. The advent of currency not only 
simplified trade and pricing, but also promoted the exchange of essential goods, 
contributing to global development. 

2. Methods 

This comprehensive research paper critically examines a corpus of news articles 
from the BBC, covering news from 2025, focusing on reports on global economic and 
social issues. This study innovates an advanced approach, combining it with quan-
titative econometric modeling to identify emerging trends and policy implications. 
Additionally, the research introduces an innovative framework for economic de-
velopment, focusing on the conceptualization and implementation of a new global 
currency (BBC, 2025). 

3. Evolution of Currency 

The evolution of currency marks a major shift in how trade and economies work 
over thousands of years. At first, human societies used barter systems, where peo-
ple exchanged goods directly, often using items like shells. Though these early sys-
tems worked, they were limited and inefficient, mainly because of the double co-
incidence of wants—a situation where two people have to want each other’s goods 
at the same time. This problem led to the creation of more advanced monetary sys-
tems that could support larger and more complex trade. 

The arrival of precious metals like gold and silver represented a major advance-
ment in this evolution. As inherently valuable and universally accepted mediums 
of exchange, these metals offered a portable, durable, and divisible form of cur-
rency that went beyond local barter systems. This shift also led to the development 
of coinage, which provided standardized weights and measures, making transac-
tions simpler and increasing trust and dependability among traders. 

A significant development in the history of currency happened during the Song 
Dynasty in China (960-1279 AD). During this period, the economy was changing 
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rapidly due to international trade and a growing merchant class. The introduction 
of banknotes, created to meet the increasing trade demands, marked a major break-
through. Merchants saw the drawbacks of moving heavy metal coins over long dis-
tances, which created many logistical and security issues. 

Initially issued as promissory notes or receipts for precious metal deposits, bank-
notes presented a more practical alternative. These innovations in financial instru-
ments established the foundation for contemporary banking, facilitating the stream-
lining of transactions by financial institutions. By mitigating risks associated with 
physical cash and addressing operational challenges related to transportation, bank-
notes significantly contributed to the expansion of trade and commerce. The adop-
tion of paper currency enabled more efficient business operations, reduced trans-
action costs, and accelerated the circulation of money, thereby stimulating economic 
development. This innovation not only revolutionized trade during the Song Dyn-
asty but also set a precedent that influenced subsequent civilizations. The circula-
tion of banknotes disseminated across Asia and eventually into Europe, evolving 
through various adaptations along the way. The principles established during this 
period laid the groundwork for current monetary systems, wherein currency func-
tions as a medium of exchange, a unit of account, and a store of value (Michael & 
Pompian, 2011). 

4. Attributes of the World Currency System 

The notable qualities of banknotes improved transactional efficiency, facilitating 
higher trade volumes with diminished friction. This transition decreased reliance 
on tangible commodities, thereby fostering economic growth and the advancement 
of intricate financial systems. Furthermore, it laid the groundwork for the devel-
opment of additional financial instruments, including bills of exchange, promissory 
notes, and ultimately, complex derivatives. 

Currencies require a certain amount of reserves to ensure stability and support 
in the global financial system. For example, the U.S. dollar was historically backed 
by gold, allowing it to be exchanged for a specific amount of gold. This gold stand-
ard was dismantled in 1972 under President Richard Nixon’s orders, marking a 
significant change in monetary policy. Afterward, the international monetary sys-
tem shifted from the fixed exchange rates of the Bretton Woods Agreement after 
World War II to a floating exchange rate system. 

Most importantly, the currency exchange rates of countries worldwide have be-
come progressively more volatile, with inflationary pressures frequently surfacing, 
thereby placing numerous economies in precarious circumstances marked by sub-
stantial inflation.  

The impact of this floating exchange rate system often appears as high inflation 
and a significant rise in gold prices. The main driver behind the increasing gold 
prices—beyond speculative demand—is widespread global inflation. This sug-
gests that the declining purchasing power of fiat money results not only from ex-
cessive banknote issuance, which creates a rigid currency supply, but also from 
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decreasing trust in the currencies issued by many nations, causing doubts about 
their stability and value.  

Consequently, precious metals such as gold have become a widely recognized 
and dependable method for fulfilling human needs globally. Although a return to 
the gold standard appears distant in comparison to the current practices of currency 
issuance across various nations, the fundamental principles underlying these sys-
tems remain consistent. Similar to the law of conservation of energy in physics, the 
core operation of currency depends on a fixed reference point. For example, since 
1972, two primary global currency trading systems have evolved: one character-
ized by restricted flow and the other by free flow. These two frameworks constitute 
the mainstream monetary systems. 

In this context, currencies that don’t have a free-floating regime often need to 
connect themselves to the currencies of other nations or to already circulating cur-
rencies to stay stable and supported. While currencies with rapid and unlimited 
flow might seem to be free from such restrictions, they still depend on the value 
of their economy, market trust, and a range of hidden regulatory rules. Interest-
ingly, free-floating currencies usually require large foreign reserves to help stabi-
lize their value in international markets.  

A good example of this is the Japanese yen, illustrating how a freely floating 
currency often needs to connect to other national currencies or established circu-
lating currencies to maintain stability. Although currencies with high and unre-
stricted flow might seem unaffected by such constraints, they still rely on factors 
like their economic strength, market confidence, and underlying regulatory rules. 
Interestingly, free-floating currencies typically require substantial foreign reserves 
to help stabilize their value in international markets. The Japanese yen exemplifies 
this, demonstrating how a freely floating currency depends on its reserves. 

Countries experiencing rapid currency flotation without substantial foreign re-
serves often have to raise interest rates to strengthen their monetary policy. This 
situation prevents them from achieving either a non-free-floating or fully free-
floating currency regime. To maintain stability, these nations need an anchor to 
support their currency and remain competitive in the global market. Lacking strong 
reserves, they face the dual risks of high inflation and exchange rate volatility, due 
to either weak monetary policies or unpredictable currency movements. Complete 
monetary independence becomes difficult, and excessive money printing can lead 
to hyperinflation. The immediate result of over-issuance is a cycle of inflation that 
threatens economic stability (Albrecht et al., 2020). 

5. Enhanced Currency Confidence Boosts Efficiency 

Enhances currency confidence, typically assessed via confidence indicators that 
reflect the expectations and sentiments of economic agents—such as consumers, 
firms, and investors—regarding the future economic outlook and currency stabil-
ity. Important measures include indices like the Consumer Confidence Index (CCI) 
and economic sentiment indices, which compile perceptions on production, prices, 
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and financial conditions. 
Market-based indicators can offer valuable insights into confidence, often seen 

through financial market data like exchange rate stability, reserve adequacy ratios 
(such as gross reserves to monetary base), and interest rate spreads. These factors 
help us understand how much investors trust a currency’s value and how well a 
country can support it. 

Forward-looking indicators, such as confidence indices, often predict economic 
changes before traditional macroeconomic data like GDP and unemployment are 
published. This makes them useful early-warning tools for assessing currency 
strength or weakness. 

Basically, stronger confidence in currencies is reflected in positive market sig-
nals and outlooks. This kind of optimism can help create a smoother economy and 
more stability in the financial system by easing uncertainties, reducing risk pre-
miums, and discouraging risky speculative actions in currency operations. 

6. A Concise Risk Analysis of Infrastructure-Backed Reserves 

Infrastructure-backed reserves should address both physical risks, such as climate 
damage, as well as geo-locational threats, including expropriation and conflict. 

Infrastructure assets are becoming more vulnerable to extreme weather events, 
flooding, and long-term climate changes, which can lead to direct damage and op-
erational disruptions. Conducting climate risk assessments, using both quantitative 
and qualitative methods, is essential for evaluating potential impacts and guiding 
resilient design and investment choices. 

Climate change can worsen existing infrastructure vulnerabilities, particularly 
in areas with limited adaptive capacity. This may result in increased maintenance 
costs, operational disruptions, and shorter asset lifespans. 

Geo-locational tensions, including competition among global powers over stra-
tegic resources, can increase the risks of government intervention, regulatory changes, 
or sanctions that impact infrastructure projects. 

Expropriation risk pertains to the possibility of host governments seizing or 
nationalizing infrastructure assets or reserves, often without appropriate compen-
sation. Although certain arbitral tribunals have excluded expropriation risk from 
country risk premiums, geolocation instability risks continue to represent a con-
siderable concern for investors, particularly in emerging markets where legal pro-
tections may be less robust. 

Infrastructure-backed reserves may encounter substantial risks stemming from 
geolocation instability and inevitable external factors. Effective risk mitigation ne-
cessitates the incorporation of climate resilience into infrastructure planning and 
the procurement of political risk insurance, alongside engagement with local stake-
holders to effectively navigate intricate geopolitical terrains. 

So, to avoid the potential conflict in resource allocation, we suggest establishing 
an international world currency banking arbitration institution, such as the Inter-
national Chamber of Commerce International Centre for Arbitration (ICC) to 
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help resolve the potential conflict of how to utilize the SDR within the new cur-
rency system. 

To effectively reformulate a global currency embodying attribute of speed, this 
research paper proposes an innovative concept—introducing a large water dam 
as a new global currency reserve—that can ensure stability, feasibility, and reli-
ability. The foundational element must be an innovative reserve system tailored to 
meet contemporary economic requirements. Such a reserve system must demon-
strate resilience against various influences from diverse stakeholders. This system 
is not merely intended to reduce transaction costs; it is also designed to foster in-
creased confidence among participants in the international financial ecosystem. 
Consequently, enhanced confidence in the currency can lower transaction costs and 
improve overall efficiency. 

Traditionally, precious metals like gold have provided a trusted foundation for 
economic stability, serving as universal reserves. However, this discussion intro-
duces an exciting new idea: using public utilities as a reliable and fixed reserve 
mechanism. This research suggests a fresh approach that truly stands out from 
traditional models, describing it as a “bold” step—a “big water dam”—to create a 
modern currency reserve that could redefine how we think about financial stabil-
ity. 

7. Suggestion 

This research paper suggests that the “Kuai” currency strategically uses public 
utilities from various countries as collateral assets. These utilities are incorporated 
into a new global central bank, acting as a sustainable reserve that complements 
traditional reserves like gold. An example is China’s Yangtze River Three Gorges 
project, which mainly harnesses hydraulic power. It started in the early 1990s at a 
cost of over one trillion yuan, and its value has grown to roughly RMB 10 trillion 
when adjusted for inflation. Additionally, it yields about RMB 1 billion annually 
per unit, highlighting its role as a stable and profitable asset. 

Within this framework, the “big water dam” functions as a reliable asset, utiliz-
ing a model wherein equal units are exchanged via a Link Exchange mechanism 
as a reserve. The integration of global infrastructure can be regarded as a new form 
of currency reserve, thereby providing a foundation for currency issuance. This 
innovative approach inherently facilitates leveraged issuance, thereby augmenting 
the overall liquidity and stability of the currency developed in this context. 

By diversifying reserves within the New World Bank, countries can promote a 
shift away from dependence on a single anchor product. As nations worldwide 
start to allocate part of their domestic resources—such as natural assets and hy-
drocarbon supplies—toward establishing reserve units in exchange for currency 
issuance rights, it will help control global inflation within manageable limits. This 
approach improves the effectiveness of reserves as a stabilizing tool against finan-
cial volatility, with standardized reserve levels serving as a cautious buffer against 
economic shocks. 
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8. Governance of the World’s New Currency System 

The newly established World Bank will be regarded as a new legal entity respon-
sible for governing and managing the entire new currency system, particularly the 
Special Drawing Rights (SDRs). Each pool of infrastructure assets will include 
countries within a limited allocation of SDR, which serve as the additional print-
ing rights for the new global currency. The maintenance costs will be covered by 
infrastructure revenue, which may also offset transaction costs and the manage-
ment fees of the world currency system. 

Achieving global currency integration requires working together within practi-
cal frameworks that everyone can trust. The proposed dam reserve system, man-
aged through a trust-based model, aims to become a key part of a more innovative 
reserve structure. This approach will help diversify reserves, reducing risks, and cre-
ate a reserve system focused on infrastructure—supported by public approval—that 
aims to go beyond the current fiat currency setup. 

Ultimately, this research paper’s innovative idea of initiative aims to foster long-
term monetary stability and could potentially become a future global reserve cur-
rency. It hopes to play a key role in promoting worldwide monetary unity, which 
would benefit everyone and improve overall well-being in society. 

Traditional Money Supply Monetary Model 
MV PQ=  

Modify Approach (with innovative reserve system) 

1ReservesM P Q
K

× × = ⋅  

1sM R P Q
K

× × = ⋅  

M R P K Q⋅ = ⋅ ⋅  

If the supply quantity is at a steady-state level (gradually increasing or remain-
ing constant at a ratio of 1:1), the slope will be 45 degrees. A 45-degree slope has 
a tangent of 1 (tangent of 45 degrees equals 1), indicating that the quantity (Q) 
condition remains constant at 1. 

Then, Q = 1 
So, M R P K⋅ = ⋅ . 
The innovative version of monetary quantity model is: 

MR PK=  

In the field of supply economics, when the supply quantity reaches a steady 
state—which means it either gradually increases or remains stable while main-
taining a perfect 1:1 ratio—the graph shows a slope of 45 degrees. This specific 
angle indicates that for each additional unit supplied (or demanded), the price 
also increases by the same amount, keeping things proportional. In mathematical 
terms, a 45-degree slope has a tangent of 1, confirming that the total quantity (Q) 
stays consistent at that ratio. This represents an equilibrium where supply and de-
mand are perfectly balanced, ensuring market stability and predictable economic 
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activity. 

9. Conclusion 

To sum up, the journey of currency from simple barter systems to the use of mod-
ern banknotes highlights just how important money is for trade and economic 
progress. The arrival of banknotes was a key milestone in economic history, acting 
like “a big water dam” in our financial infrastructure, providing stability and sup-
port for the evolving currency market. This development not only helped meet the 
immediate needs of the economy at the time, but also laid the groundwork for to-
day’s complex financial systems that keep our economies thriving.  

Building a strong foundation for a new global currency is an exciting journey! 
By thoughtfully updating and improving our current monetary system, we can cre-
ate a more stable and reliable currency that benefits everyone. Embracing innova-
tive economic ideas and technological advancements helps us understand and de-
velop a system that works for all of us. Our ultimate goal is to foster monetary sta-
bility and establish a global reserve currency that unites people worldwide. We truly 
hope this effort brings greater economic harmony, benefits all of humanity and man-
kind, and creates a brighter financial future for everyone. 
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