
al foreign exchange transactions,
equal to about $1.3 trillion a day.
In part, the widespread use of
the dollar reflects its substantial
international role as “investment”
currency in many capital mar-
kets, “reserve” currency held by
many central banks, “transaction”
currency in many international
commodity markets, “invoice”
currency in many contracts, and
“intervention” currency em-
ployed by monetary authorities
in market operations to influence
their own exchange rates.

A strong dollar cheapens the
price of foreign goods, services,
stocks and bonds for American
consumers, investors and man-
ufacturers. U.S. exports, howev-
er, become more costly to for-
eigners, making it difficult for
American firms to sell abroad. 

A weak dollar, on the other
hand, draws in the tourists in
droves for shopping sprees.
However, American consumers
can buy fewer foreign products,
and imports cost more, poten-
tially driving up the cost of pro-
duction and leading to inflation
pressures in the economy.

A weak dollar, however,
enables U.S. companies to hire
more workers to meet growing
demand for their goods from for-
eign customers, whose exchange
rates let them buy more from
the United States for less. 

TWIN DEFICITS

The American economy long
has been the engine of growth
for the world economy. Other
countries benefit from sending
their goods to eager American
buyers, and the United States in
turn sends massive amounts of
dollars abroad to pay for those
goods.

As a consequence, the Unit-
ed States has a large and expand-
ing trade deficit, which means
that imports far outweigh our
exports. This causes the value
of the dollar to fall, simply
because of the overabundance
of dollars supplied to the glob-
al market. 

The much talked-about cur-
rent account deficit, a broader
measure of the trade deficit, was
estimated to be about $650 bil-
lion in 2004 or about 5.6 percent
of the U.S. gross domestic prod-
uct. To put this in perspective,
the deficit in December 2004
alone was larger than the deficit
for all of 1992.

A trade deficit represents a
trade surplus for the nations trad-
ing partners. It represents debt
owed to the rest of the world.

Much of this debt is held by
foreign entities in the form of
U.S. financial securities. With
their export earnings, foreign-
ers have bought over $1.8 trillion
in corporate bonds and over $1.5
trillion in U.S. stocks.

With the world’s largest trade
deficit, the United States is also
the world’s largest debtor nation.
The country must attract on
average $2 billion dollars per day
in foreign capital to sustain the
current trade deficit. No won-
der investors such as Warren
Buffet have started shorting the
dollar and predicted its further
decline. 

Also contributing to the dol-
lar’s decline is the large and
growing federal budget deficit.
By recent estimates, the 2005
deficit will be about $400 bil-
lion, 4 percent of GDP.

Is the dollar losing its luster?
Currently, more than half of

all U.S. dollars held outside
banks circulate abroad. Many
countries are de facto dollarized.
The dollar’s special role as the
dominant international curren-
cy has immunized the economy
from many economic hardships
such as high interest rates, falling

asset values, inflation and reces-
sion.

Still, the signs are that foreign
investors are getting less enam-
ored of the dollar. A recent sur-
vey by Central Bank Publications
found that two-thirds of central
banks, excluding Japan and
China, were moving away from
dollars toward euros. Compared
to 25 years ago, the dollar’s share
in global foreign exchange
reserves has dropped from 80
percent to 65 percent.

The euro zone, formed in
1999, is now an economy that
parallels the United States in size
and share of world trade, with
financial markets that are almost
as broad and liquid. Moreover,
the euro zone is a net creditor
while the United States is a net
debtor. This has given global
investors an alternative to the
United States and the dollar.

HARD LANDING? 

The Economist magazine
points out that if the dollar falls
another 30 percent to about $1.70
per euro, it would amount to the
biggest default in history: not a
conventional default on debt ser-
vice, but default by stealth, wip-
ing trillions off the value of for-
eigners' dollar assets. 

This scenario, however, is
unlikely. Foreign investors are
attracted to American assets
because even today they earn a
higher return in the United
States than elsewhere in the
world. Many Asian governments,
for instance, buy Treasury secu-
rities to “defend” their curren-
cy peg to the dollar and prevent
their currencies from rising in
value. This, in turn, promotes
export-led growth.

By the end of 2004, Japan,
China and Korea had accumu-
lated about $1.7 trillion in
reserves which they have used to
effectively to support the dollar.
A sell-off of dollars could hurt
these sellers more. 

As the economic, military and
financial center of the world,
with a highly skilled and flexi-
ble labor force, the United States
possesses the highest line of
credit of any nation in the world.
The dollar, in its role as the inter-
national reserve currency, has
shielded Americans from sig-
nificant economic damage. 

It has made the domestic
economy less vulnerable to
changes in the value of its cur-
rency compared to other
economies. But consumers and
investors need to be wary of cur-
rency market developments. In
Fed Chairman Alan Greenspan’s
words, “the penchant of humans
for quirky, often irrational behav-
ior gets in the way” of seamless
economic transitions. 

A hard landing is unlikely.
However, the status quo is being
threatened as alternatives to the
dollar emerge and global
investors begin to look elsewhere
for value and safety. The dollar
may be America’s currency, but
it is the world’s problem.

dling on the river.
“One of the great benefits of

revitalization is getting people
out of their cars,” she said. “If
you can get people out of their
cars and get them walking
around, you’re going to have
more involvement and interac-
tion.

“That’s what gives a city its
energy,” she said.

Ms. Cross said the only
change she might make down-
town would be to add more Fra-
zier Avenue-style retail.

“It’s not a huge deficit,
because you’ve got Frazier” just
across the river, she said.
“(Retail) is great because it gives
people another reason to live
and work (downtown) and
makes it more walkable.”

Amy Eckert, a Michigan-
based freelance journalist whose
stories have appeared in Fodor’s
travel publications, said her visit

to Chattanooga was the result of
prodding by her peers.

“It wasn’t a city I’d ever had
a great interest in visiting, but I
heard so many of my colleagues
telling me what a great city it
was,” she said. “I heard so much,
I decided to visit.”

Ms. Eckert, who said she was
focused primarily on the arts,
said she liked the Hunter Muse-
um of American Art and the
public art on First Avenue.

“I was also impressed with
the variety of attractions in the
area,” she said. “There are great
historic sites, family activities
and the arts all accessible with-
in a very short drive of down-
town.

“That’s really a big plus for
travelers,” said Ms. Eckert, who
said she plans to submit her
story on Chattanooga to various
arts periodicals.

Mr. Doak said the bureau also
makes an “ongoing effort” to
woo meeting planners.

“They’re decision makers,” he
said. “They influence where
meetings are held.

“If we can get (a planner) to
town to see what this commu-
nity has to offer, it gives us a
competitive advantage,” he said.

Kurt Jarvis, interim director
of the Colorado-based Interna-
tional Network of Christian Min-
istries, said his expectations of
Chattanooga, a “second-tier city,”
were low, based on his 1999 visit
to Nashville.

“But I was overwhelmingly
impressed with the resources for
handling groups,” he said. “I feel
there’s a gem here that I’ve dis-
covered.

“You could have a conference
here for (children of) any age
level. There’s a wide variety of
activities, and it’s really a warm,
friendly area. People here have
reminded us that it’s safe to walk
at night,” he said.

E-mail Bob Gary Jr. at
bgary@timesfreepress.com

G6 • Sunday, May 22, 2005 • • •

FOR LEASE
10,000 s.f. Warehouse. Loading
dock and ramp. Just off Hwy 153

Contact Lee Harper
at 423-698-8660.

If you have a commercial
property for sale or lease &

would like to have it advertised
on The Commercial
Real Estate Guide,

Call Abbey Cahill-Jensen at
423-757-6236 for more details

16631 State Hwy 58
Napa Auto Parts. Business and real estate for
sale. Business includes inventory, shelving,

equipment and fixtures. The only established
auto parts business in Meigs County. Owners

want to retire.

Call Reid Sisson

Frazier Ave
Exquisite prime restaurant and retail space.

Located on the highly desirable Frazier Ave. Up
to 5,000 sq ft for restaurant and 1,300 sq ft
plus for retail spaces. Plenty of parking. All

spaces for lease or sale.

Call Barry Wilde or Anne Najjar

5613 Tennessee Ave
$145,000

1/2 acre M-1 Land, 5,000 sq ft metal building
w/split face block front & large grade door

w/20 foot ceilings.  There is also a 1,064 sq ft
canopy attached to the building.

Call Blair Patterson

E 14th Street
Church fully outfitted w/ pews, sound system,

baptismal and kitchen. Also, a house on
adjacent lot! Perfect for a new or growing

congregation. Plenty of parking area and room
to add on.

Call Paul Mallchok

(423) 756-3500"Call anytime and please don’t hesitate to leave a message!"

Call Chad or Parker Wamack
423-698-8660  or 423-322-3669

751511

7540 East Brainerd Road
East Brainerd Galleria
Retail Space For Lease
1050 sf/1400 sf available
$18/sf M. Gross
Excellent exposure
and access
Brand new construction

The power to make 
local decisions. 

The experience to make 
the right ones.

You make the decisions for your business. And sometimes, a little guidance 

can help. That’s where the group of committed financial experts from 

First Tennessee comes in. People like Alinda Richards, Bobby Lusk, and Terri 

Lane. Their years of experience working with business owners give them 

insight to listen and offer advice. And they do it on the local level. That 

means you’re talking directly to the people making the decisions. For more 

information about how First Tennessee can help your business, stop by a 

financial center or visit www.firsttennessee.biz.

 ©2005 First Tennessee Bank National Association. Member FDIC. www.firsttennessee.biz

MAY IS  SMALL BUSINESS APPRECIATION MONTH
AT FIRST  TENNESSEE .

C O ME  IN  TO  F IND  O U T  A L L  T H E  WAYS  W E  C A N  HEL P  YO UR  S M A L L  BUS INE S S  G ROW.

From left: Alinda Richards, Business Banking; Bobby Lusk, Corporate Banking; Terri Lane, Business Banking
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Dollar: World’s growing uneasiness

These four UTC students provided research that is the basis for
this abridged analysis.

ECONOMICS STUDENTS PROVIDE RESEARCH

Jennifer
Chastain

Sarah
Stevens

John
Baldwin

Adam
Jones

The Associated Press

A pile of dollar-linked Chinese yuan sits on a counter in a bank
in Beijing. China has made clear its determination to set its
own timing and course for currency reforms.

Every day, every week in the…


