
 

 

The Investment Institute 
by UniCredit 

www.the-investment-institute.unicredit.eu 

Letter from the Editor  
The dollar century is not  
over (yet) 

Edoardo Campanella,  
Director and Chief Editor of The Investment Institute 
11 April 2026 

Letter from the Editor is our biweekly weekend read,  
which looks at the big picture, one question at a time.  

The war in Iran has shown that the US dollar remains the 
preferred safe-haven currency. But the greenback remains the 
anchor of the international monetary system at a time when 
the US is increasingly rejecting its role as global stabiliser. The 
growing mismatch between the global role of the US and the 
global status of its currency remains a source of systemic 
instability.  

Hello from The Investment Institute 

The Iran war has taught us an apparently contradictory lesson: the American century may be ending, yet the 
dollar century is far from over. Or, to put it differently, the dollar remains dominant, despite a waning American 
leadership.  

So far, the war has not triggered the type of flight to safety one would have expected. Between the outbreak 
of the conflict on 28 February and the announcement of a two-week ceasefire on 8 April, gold was down almost 
10%. However, the USD was up more than 2% across the board, strengthening against other traditional safe-
haven currencies such as the Swiss Franc and the Japanese Yen.   

These movements are surprising given the nature of the conflict. A war that has caused one of the largest 
energy shocks in history and, thus is clearly inflationary, should, in principle, support a traditional store of value 
and hedge against geopolitical uncertainty like gold. At the same time, a war that is so poorly planned, 
unilaterally orchestrated and questionably executed should reinforce the disaffection with the US dollar that 
started with the introduction of Liberation Day tariffs and resulted in an overall depreciation of the greenback 
by more than 10% by the end of 2025.  
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The behaviour of gold and the dollar is even more puzzling when considered jointly. Over the past decade, 
given its marked acceleration, gold has increasingly competed with the greenback as a global reserve asset. 
This trend has been particularly evident among central banks in emerging economies seeking to reduce their 
vulnerability to potential US sanctions. Against this backdrop, the Iran war could have been expected to provide 
an additional catalyst for higher gold prices and a weaker dollar. 

There are some asset-specific explanations for these movements that I will discuss below. But the central 
question for today’s Letter arises naturally:   

How can a fading US leadership role coexist with a hegemonic dollar? 

Global currencies are notoriously sticky. Even when the issuing country loses its leading role, its currency often 

retains dominance until a new hegemon emerges. This does not mean that the de‑dollarisation process 
observed since President Donald Trump’s return to the White House will reverse. On the contrary, it is likely to 

continue – but not, at least in the short term, at a pace sufficient to undermine the US dollar’s safe‑haven 
status during periods of heightened volatility.  

De‑dollarisation requires a low‑volatility environment to progress. When global risk aversion abruptly spikes, 
investors revert to the most-liquid currency in the system: the greenback. While the availability of a trusted 
safe-haven currency acts as a stabiliser in the short run, investors should remain alert to the growing mismatch 
between the global role of the US and the global status of its currency. A monetary order misaligned with 
geopolitical realities could, over time, become a source of systemic instability.  

 

Gold and the USD 

There are several straightforward explanations for the USD’s appreciation and gold’s decline during the Iran war – 

yet they mostly point to the safe‑haven role of the greenback.  
 
After substantial gains in recent months, gold has been among the easiest assets to liquidate to meet margin calls 
triggered by geopolitical volatility. In principle, expectations of a more-hawkish Fed and somewhat higher Treasury 

yields - partly reflecting renewed energy‑driven inflation pressures - also increase the opportunity cost of holding a 

non‑interest‑bearing asset such as gold.  
 

However, any meaningful re‑allocation from gold into Treasuries would, by construction, imply a partial 

abandonment of the fiscal‑sustainability concerns that had previously underpinned the “debasement trade”. Since a 
major geopolitical conflict can hardly be seen as improving the US fiscal outlook, this would suggest, to the extent 
that such a move has taken place, that it was driven less by relative yields than by the dollar’s perceived superiority 
as a geopolitical hedge relative to gold. 
 
Another possible explanation for the appreciation of the USD is the surge in commodity prices denominated in USD. 
When oil prices rise, for example, more dollars are required to purchase the same number of barrels, mechanically 
supporting the currency. However, the data suggest that this channel is not the dominant one. As shown by my 
colleague Roberto Mialich in a recent note, since the outbreak of the war in Iran (28 February), the correlation (in 

terms of daily net change) between the DXY and the VIX index – the so‑called fear gauge, which captures market 
perception of risk and uncertainty – has been significantly higher (0.48) than the correlation between the DXY and 
Brent oil prices (0.20). 
 
This indicates that geopolitical uncertainty, not commodity prices, has been the main force behind increasing USD 

demand. The dollar’s appreciation against other safe‑haven currencies such as the Japanese yen and the Swiss franc 
reinforces this interpretation. When the ceasefire was announced last Wednesday, a classic relief trade followed: the 

dollar weakened while gold and stocks rallied. Gold has effectively become a risk‑on asset, with its correlation with 
global equities unusually high and positive since 2024. 
 
 

https://www.research.unicredit.eu/DocsKey/fxfistrategy_docs_2026_188545.ashx?EXT=pdf&KEY=KZGTuQCn4lsvclJnUgseVC3FbuQ10KutoGeFLvopJmeaDjuegRV6Jw==&T=1
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The difference between the dollar’s reaction to the Iran war and to Liberation Day is telling. Last year, immediately 
after Trump slashed “reciprocal tariffs” across the board, investors sold the USD because they were losing trust in 
the US itself. They regarded America as an unreliable trading partner and a democracy trapped in a deep existential 

crisis. Even though the announcement of broad‑based tariffs had global repercussions, markets interpreted the shock 
as originating from domestic dysfunction. 
The Iran war is different. Although Washington has undoubtedly strained the trust of its closest allies, markets still 

recognise a fundamental reality: the US remains the world’s pre‑eminent military power. If it chooses to use force – 
wisely or unwisely – no other nation can credibly oppose it, even if the US might ultimately fail to achieve its strategic 
objectives, as seen in Iraq, Afghanistan, and likely Iran.  
 
This asymmetry shapes market behaviour. When geopolitical risk is truly global rather than idiosyncratic, investors 
instinctively return to the dollar – not because they trust US leadership, but because they trust US power. 

Hormuz vs. Suez 

The behaviour of the US dollar offers important insights into where the US stands along its falling hegemonic 
trajectory. Some commentators have suggested that the Hormuz crisis could signal for the US – and for dollar 
dominance – what the Suez crisis was for the UK and sterling leadership. From a currency perspective, however, the 
two episodes could hardly be more different. Understanding why is crucial. 

On 26 July 1956, Egypt nationalized the Suez Canal Company. France, Israel and the UK planned a joint military 
action to retake control while seeking to win international support for a diplomatic solution. When diplomacy failed, 
Israel invaded the Sinai Peninsula on 29 October, and France and the UK used Egypt's counterattack as an excuse to 

attack it by air. Yet within a week, Britain accepted a UN‑brokered ceasefire, effectively undercutting the operation. 

There are clear parallels with the war against Iran. Israel drew the US into the conflict with Tehran, much as it had 
drawn the UK into Suez seventy years earlier. Both crises entailed a major global chokepoint and disrupted energy 
markets. In both cases, the dominant power (the UK then and the US now) entered the conflict without sufficient 
international support to secure military objectives and was ultimately compelled to halt operations – although 
whether the current ceasefire will evolve into a durable truce and eventually a peace agreement remains uncertain. 

Despite these similarities, the currency implications of the Hormuz crisis differ fundamentally from those of Suez. 

While the Iran war has been USD-positive so far, the Suez crisis triggered a full‑blown crisis for sterling and marked 
the end of its role as the world’s leading reserve currency. 

Sterling came under speculative attack not because of weak economic fundamentals – the UK was running a 

current‑account surplus – but because markets doubted Britain’s political credibility and its ability to defend a fixed 

exchange rate while acting in diplomatic isolation. Expectations of devaluation became self‑fulfilling, triggering 
capital flight and rapid reserve losses. To calm markets, the IMF intervened quickly with a very large and highly visible 
financial support package – worth around the UK’s full quota – coordinated with US backing. 

Mind the gap 

The reason why the Hormuz and the Suez crises differ so fundamentally from a currency perspective is geopolitics. 
By 1956, the UK was no longer the leading global power. Its empire had been disintegrating for decades and the 

hegemonic baton had already been passed to Washington after WWII. The US‑led liberal order was taking shape and 
the USD was rapidly assuming its role as the world’s primary reserve currency. Between 1945 and 1960, the USD’s 
share of global reserves rose from roughly 10% to more than 60%, almost entirely at the expense of sterling. 

Today’s situation is different. The Pax Americana is probably over and the Iran war is undoubtedly a strategic setback 
for Washington that emboldens China. Yet no country has clearly replaced the US as leader of the global order, and 
the USD remains the undisputed reserve currency. Hence, the USD remains the anchor of a system that, at least 
formally, is still led by the US. At the time of the Suez crisis, sterling was already a secondary reserve currency within 
the US-led and not UK-led international system.  
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For this reason, today’s situation resembles politically the interwar years. At the time, the Pax Britannica had already 
ended but the US remained a reluctant hegemon. Sterling persisted as the anchor of what was, formally, still a UK-
led international monetary system until the Bretton Woods agreement in 1944.  

The result was instability. Britain’s weaker geopolitical position compared to pre-WWI, combined with the continued 

centrality of sterling within the gold‑exchange standard, contributed to the imbalances that set the stage for WWII 
– including the 1931 sterling crisis that helped fracture the global monetary system. Today, we are facing a similar 
risk: the USD is being overloaded with stabilising duties just as the geopolitical foundations of its dominance weaken. 

Under normal circumstances, the USD enjoys the well‑known “exorbitant privilege”: the ability of the US to issue 
large quantities of Treasuries willingly absorbed by the rest of the world that compress term premiums on US 

long‑term yields. In times of crises, however, this privilege can turn into an “exorbitant duty,” as surging global 
demand for safe-haven assets risks overstretching the reserve currency itself. 

The wider the gap between the global role of the USD and that of the US, the heavier this duty becomes. In other 
words, the USD may have to stabilise the global economy beyond the economic capacity – or political willingness – 
of the US. At a time when President Trump is openly repudiating America’s role as global stabiliser and benevolent 
hegemon, that tension is particularly acute. The real risk, therefore, is not a sudden end to USD dominance but its 
persistence within a geopolitical vacuum.  

For investors, this does not mean that the dollar will keep appreciating or remain structurally strong. The 

de‑dollarisation trend remains intact over the medium-to-long term due to rising geopolitical fragmentation and 

challenges to US leadership. However, sustained de‑dollarisation requires low volatility and high institutional trust – 
conditions largely absent in today’s geopolitical environment. 

The current uncertainty will likely slow the process of disaffection with the USD, not reverse it. However, the decisive 
break – as with earlier historical transitions – will come only when a new, clearly defined global political and 
monetary order emerges. Who will lead it (China, the US or some form of shared leadership) is the other major 
question – one that I will leave for a future Letter. 

Enjoy your weekend! 

Edo 

 
Edoardo Campanella 
Director and Chief Editor of The Investment Institute (UniCredit, Milan)  
edoardo.campanella@unicredit.eu 
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Legal Notices 

Glossary 
Terms used in the report are available on our website: Our glossary. 

Marketing Communication 
This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and 
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of 
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even 
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an 
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead 
of the dissemination of investment research. 

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or 
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest. 
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all 
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable 
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and 
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry 
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own 
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation. 
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also 
be noted that:   

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results. 

2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly 
according to changes in exchange rates and have an undesirable effect on the profitability of the investment. 

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the 
event of bankruptcy of the issuer, the investor may lose the entire capital. 

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at 
the time of sale up to the entire capital invested. 

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable 
information on their value. 

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of 
the customer and may be subject to change in the future. 

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results. 

8. Diversification does not guarantee a profit or protect against a loss.  

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this 
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication – 

including data, news, information, images, graphics, drawings, brands, and domain names – are owned by the UniCredit Group unless 

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not 
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes 
without prior written authorisation from UniCredit Group unless if purposes of personal use only.   E 25/1 
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