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It is no secret that Turkish President Recep 
7a\\iS (UGRÝan aVSiUeV WR EeFRPe KiV 

FRunWU\ȢV ne[W VulWan� %uW Rne VuEVWanWial 
REVWaFle iV ElRFNinJ KiV SaWK� WKe liUa� 7uUNe\ȢV 
FRin RI WKe UealP iV Rne RI WKe ZRUlGȢV MunN 
FuUUenFieV� anG iW KanJV liNe WKe VZRUG RI 
DaPRFleV RYeU (UGRÝan�

For the decades of the 1970s, 80s, 90s 
anG ����V� 7uUNe\ UeFRUGeG aYeUaJe annual 
inflation rates of 22.4%, 49.6%, 76.7%, 
anG ����� UeVSeFWiYel\� 7KRVe KRUUenGRuV 
nuPEeUV PaVN SeUiRGiF liUa URuWV� ,n ����� 
������� anG �������� WKe liUa KaV Eeen 
GeYaVWaWeG� %uW WKeUe iV a Za\ IRU (UGRÝan WR 
JuaUG WKe FuUUenF\ IURP iWV GRZnZaUG VSiUal 
anG VuSSUeVV inIlaWiRn� 7KaW SaWK iV SaYeG 
ZiWK a FuUUenF\ ERaUG�

$ FuUUenF\ ERaUG iVVueV nRWeV anG FRinV 
FRnYeUWiEle Rn GePanG inWR a IRUeiJn anFKRU 
FuUUenF\ aW a Ii[eG UaWe RI e[FKanJe� 7Ke 
UeleYanW PRneWaU\ auWKRUiW\ iV UeTuiUeG WR 
KRlG anFKRU�FuUUenF\ UeVeUYeV eTual WR ���� 
RI iWV PRneWaU\ liaEiliWieV� ,W JeneUaWeV SURIiWV 
IURP WKe GiIIeUenFe EeWZeen WKe inWeUeVW iW 
eaUnV Rn iWV UeVeUYe aVVeWV anG WKe e[SenVe RI 
PainWaininJ iWV liaEiliWieV�

%\ GeViJn� a FuUUenF\ ERaUG KaV nR 
GiVFUeWiRnaU\ PRneWaU\ SRZeUV anG FannRW 
iVVue PRne\ Rn iWV RZn FUeGiW� ,W KaV an 
e[FKanJe�UaWe SRliF\ ȟ WKe e[FKanJe UaWe iV 
Ii[eG ȟ EuW nR PRneWaU\ SRliF\� ,WV RSeUaWiRnV 
aUe SaVViYe anG auWRPaWiF� 7Ke VRle IunFWiRn 
RI a FuUUenF\ ERaUG iV WR e[FKanJe aW a 
Ii[eG UaWe WKe GRPeVWiF FuUUenF\ iW iVVueV 
IRU an anFKRU FuUUenF\� &RnVeTuenWl\� WKe 
TuanWiW\ RI GRPeVWiF FuUUenF\ in FiUFulaWiRn 
iV GeWeUPineG enWiUel\ E\ PaUNeW IRUFeV� 
naPel\ GePanG IRU GRPeVWiF FuUUenF\� 6inFe 

WKe GRPeVWiF PRne\ iV a FlRne RI iWV anFKRU� a 
FuUUenF\�ERaUG FRunWU\ iV SaUW RI an anFKRU 
country’s unified currency area.

&uUUenF\ ERaUGV UeTuiUe nR SUeFRnGiWiRnV� 
Fan Ee inVWalleG UaSiGl\� anG KaYe e[iVWeG in 
aURunG �� FRunWUieV� *RYeUnPenW IinanFeV� 
VWaWe�RZneG enWeUSUiVeV anG WUaGe neeG nRW 
Ee UeIRUPeG EeIRUe a FuUUenF\ ERaUG Fan 
iVVue PRne\� 7Ke IiUVW ZaV inVWalleG in ���� 
in Mauritius, then part of the British Indian 
2Fean 7eUUiWRU\� 1R FuUUenF\ ERaUG KaV IaileG� 
This perfect record includes the ‘National 
(PiVViRn &aiVVeȢ eVWaEliVKeG in nRUWKeUn 
5uVVia in ���� GuUinJ WKe FRunWU\ȢV FiYil ZaU� 
7Ke FaiVVe iVVueG ȡ%UiWiVK URuEleȢ nRWeV� EaFNeG 
E\ VWeUlinJ anG FRnYeUWiEle inWR SRunGV aW a 
Ii[eG UaWe� 7Ke IaWKeU RI WKe %UiWiVK URuEle ZaV 
none other than John Maynard Keynes, at the 
WiPe a %UiWiVK WUeaVuU\ RIIiFial�

DeVSiWe WKe FiYil ZaU� WKe %UiWiVK URuEle 
neYeU GeYiaWeG IURP iWV Ii[eG e[FKanJe UaWe� ,n 
FRnWUaVW WR RWKeU 5uVVian URuEleV� WKe %UiWiVK 
URuEle ZaV a UeliaEle VWRUe RI Yalue� 1aWuUall\� 
WKe %UiWiVK URuEle GURYe RWKeU URuEleV RuW RI 
FiUFulaWiRn� ,WV liIe ZaV unIRUWunaWel\ EUieI� 
the caisse ceased operations in 1920 after 

allieG WURRSV ZiWKGUeZ IURP 5uVVia� 7KaW VaiG� 
iW UeGeePeG all WKe REliJaWiRnV SUeVenWeG WR iW 
EeIRUe FlRVinJ�

Looking to the yellow metal
2ne GReVnȢW neeG WR UeaFK IaU EaFN in KiVWRU\ 
WR IinG a FuUUenF\�ERaUG VuFFeVV VWRU\ FlRVe 
WR 7uUNe\� ,nGeeG� a UelaWiYel\ neZ FuUUenF\ 
ERaUG iV lRFaWeG in %ulJaUia� 7uUNe\ȢV 
iPPeGiaWe neiJKERuU WR WKe nRUWKZeVW�

,n ����� K\SeUinIlaWiRn JUiSSeG %ulJaUia� 
7Ke leY KaG FRllaSVeG� anG WKe PRnWKl\ 
inflation rate had soared to 242%. Then 
VeUYinJ aV an aGYiVeU WR 3UeViGenW 3eWaU 
6WR\anRY� , GeViJneG a FuUUenF\ ERaUG WKaW ZaV 
inVWalleG Rn � -ul\� :iWK WKaW� WKe leY EeFaPe 
a FlRne RI WKe DeuWVFKe 0aUN� ,nIlaWiRn ZaV 
iPPeGiaWel\ GeIeaWeG� leY inWeUeVW UaWeV 
SlunJeG� a KaUG EuGJeW FRnVWUainW ZaV SuW Rn 
%ulJaUiaȢV IiVFal auWKRUiWieV� anG WKe eFRnRP\ 
ERRPeG� 6inFe WKe inVWallaWiRn RI WKe FuUUenF\ 
ERaUG� IiVFal GeIiFiWV KaYe Eeen WiJKWl\ 
FRnWURlleG� %ulJaUiaȢV IiVFal GiVFiSline anG 
GeEW UeGuFWiRn KaYe PaGe iW a VWaU SeUIRUPeU 
in Europe.

,n 7uUNe\ȢV FaVe� (UGRÝan VKRulG inVWall a 
JRlG�EaFNeG FuUUenF\ ERaUG� :iWK a 7uUNiVK 
FuUUenF\ ERaUG� WKe liUa ZRulG Ee WieG WR 
JRlG aW a Ii[eG e[FKanJe UaWe� *RlG UeVeUYeV 
ZRulG Iull\ EaFN WKe liUa� 7Ke \ellRZ PeWal 
iV SaUWiFulaUl\ aWWUaFWiYe IRU FRunWUieV liNe 
7uUNe\� VinFe iW iV nRW iVVueG E\ a VRYeUeiJn 
anG iV KiJKl\ UeYeUeG� 6R� liNe JRlG� WKe liUa 
ZRulG EeFRPe an inWeUnaWiRnal FuUUenF\ WKaW 
PainWainV iWV SuUFKaVinJ SRZeU RYeU WiPe� 
,nGeeG� WKe liUa ZRulG Ee ȡaV JRRG aV JRlGȢ�z
Steve Hanke is a Professor of Applied 
Economics at the Johns Hopkins University 
and a Member of the OMFIF Advisory 
%oard� He is the Fo�author of *eličPeNte 
2lan �lNeler è©in Para .urullari �0onetary 
Boards for Developing Countries), published 
in Turkey by Liberte Publishing Group.
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ȡ*oYernPent fi nanFes� 
state-owned enterprises 
and trade need not be 
reformed before a currency 
board can issue money.’
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Paulo

Hans Eichel
former German 
minister of 
fi nance

Jonathan 
Fenby
TS Lombard

Jeffry 
Frieden
Harvard University

Elliot Hentov
State Street 
Global Advisors

Roel Janssen
NRC Handelsblad

Yosuke 
Kawakami 
formerly 
Japanese Ministry 
of Finance 

Thomas 
Kielinger
Die Welt

Robert 
Bischof
German-British 
Forum

Albert 
Bressand
European 
Commission

Caroline 
Butler
Walcot Partners
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King’s College 
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John 
Campbell
Campbell Lutyens
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Monash 
University

Hans Genberg
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Steve Hanke
The Johns 
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University

Hans-Olaf 
Henkel
University of 
Mannheim
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Partners
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