
Letter from Professor Robert A. Mundell to be read in Washington, DC, at April 
20 conference: 
 
 
I wish to send my greetings and congratulations to the Jack Kemp Foundation for 
its new Project on Exchange Rates and the Dollar. I hope it will serve to elevate 
the importance of a more stable and coordinated international monetary system. 
And I hope it will inspire U.S. officials at the Treasury and Federal Reserve to 
begin taking concrete steps toward achieving that goal. We need to reconcile 
global monetary arrangements with global trade aspirations. 
 
I very much regret that I cannot be with you today. 
 
I remember well the conference Jack and I co-hosted in 1983, to discuss the 
need at that time for a more stable exchange rate environment. 
 
We didn’t get the kind of large-scale reforms then that we hoped for, but our 
efforts did contribute to the Plaza Accord which brought down the overvalued 
dollar and helped calm rising protectionist sentiments. 
 
Your current conference is taking up the subject of the dollar and exchange rate 
volatility at a similar moment. It’s critical that you succeed. 
 
The world today is experiencing political upheaval in part because of the crash of 
2008 and the failure of U.S. and European development to achieve a strong 
economic recovery from it. 
 
When one considers the numerous, and quite large, swings between the mega 
currencies, it is hardly a surprise that much of the world has suffered from the 
poor results. The dollar, the euro, and the yuan together represent about 60% of 
world GDP, and exert a major effect on the entire world economy.  
 
There is no valid economic argument in favor of global monetary disarray. The 
multiple and major currency shifts that take place every year serve to exacerbate 
trade tensions and spawn protectionism. Exchange-rate instability does not 
provide any kind of positive adjustment in the world. It is just turbulence and 
waste. 
 
It condemns the world to sluggish economic growth, which contributes to rising 
political stresses.   
 
Moreover, there is no chance of moving to a more stable world currency system 
as long as the main currencies are so unstable.  
 
A more stable dollar-euro rate, along with the yuan – already linked to the dollar 
– would provide the world economy with a core of stability. The other big 



economies can then link to this core. The goal should be to establish a unified 
international currency system that is consistent with the principles of free trade 
and optimal capital flows. The whole idea of having a free trade area when you 
have gyrating exchange rates doesn’t make sense at all. Currency instability 
undermines the economic rationale for free trade.   
 
Without fundamental reform, I fear continued long-term trade imbalances and 
financial crises will lead to very negative outcomes. 
 
I will watch the conference from my home with great interest. I wish you all the 
best in this vital project. 
 
Sincerely, 
 
Robert A. Mundell 
Nobel Laureate in Economics, 1999 
 
 


