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In international transactions, the US dollar is the dominant medium of
exchange in Asia, while the Euro is the dominant currency in Europe. This research investigated a
mechanism that the US dollar is the dominant vehicle currency in international transactions by
incorporating a third currency into a search and matching framework. In particular, the paper
co-authored with Professor Shin-ichi Fukuda (the University of Tokyo) focused on economic geography
and constructed a model in which different time zones affect the international currency choice. It
showed that under some reasonable conditions, the US dollar becomes the unique international
currency, even if each region is symmetric in all ways except for their locations. It also showed
that when the US dollar is used for international transactions, the expected discounted utility
becomes higher in the US than in the EU in the steady-state equilibrium.
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