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Abstract

This paper conducts an empirical study on the economic drivers of the euro’s international competi-
tiveness using an unbalanced panel data model. It focuses on the effects of currency value stability,
financial market depth, economic size (network effects), and trade linkages on the euro’s share in
global foreign exchange reserves. The analysis is based on a dataset covering 46 economies with
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672 observations, controlling for path dependence (inertia) as well as individual and time fixed ef-
fects. The results show that inertia is the most dominant factor explaining changes in the euro’s
reserve share, remaining statistically significant at the 1% level across all models. Economic size,
measured as the ratio of eurozone to US GDP shares, also has a significant positive impact, confirm-
ing the importance of network effects. However, financial market depth exhibits a negative and sig-
nificant coefficient, contradicting theoretical expectations, which may reflect the heterogeneity of
eurozone bond markets and their competitive disadvantage relative to the US. The sign and signifi-
cance of trade linkages are unstable, suggesting discrepancies between public and private sector
currency choices. In the time fixed effects model, trade linkages become positive and significant as
expected. Overall, enhancing the euro’s competitiveness requires overcoming inertia and deepen-
ing internal financial market integration, rather than relying solely on economic size expansion.
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SCUERTFT AP AR AT 278 73 101

ASCE BT ARSI, RERRFOTESnEE e “affai)” o BEmE,
AR T B A E A E PR GEAKR 5ICE) . RTTIHIREE . LBt UL (48 RONE) B 57 5y Bk 2 % 2% [ 5 AT I
Tl AR, R I QTR AR MO (IBT ) BV o S A A ] 0L FREATL A 5 T [ 807
ZHEWE, AIRERERTCTES T SEIRE) /7, Jy PR E PR 52 AR R AR IR AL SHIEK Y, RN 08
N R T [ PR 55 5 R B8 T I S e FE 3R 1 2%

2. BEREZFSHIRKIER

B mAME AR It (valstab) . B¢ M AR & PRS2 T B8 7 OAME, AE R AILET TR ANC A& 557, &
RN Ry, #uin TR ERER T, DU BERIR. Xt A ME AR e
AL s I K el B, @ DI AK SR, T R AR E s SR O AMIME A I R A R R,
U B P R AR R S0 R K o 25T XU 28 AT B 2 XA R Z MK, %8 Chinn & Frankel (2005)
[3]. Anderson % A (2020) [4]HHi2:, {8 H % fif %% 52 T 5 SDR IR AE brifE .

DOI: 10.12677/5a.2026.158175 12 gt 58N H


https://doi.org/10.12677/sa.2026.158175
http://creativecommons.org/licenses/by/4.0/

TR

SRR B (findepth) o AN i 4 B NI R ARE RS A — N RIE R AT Y, SEART IR
RSN PERR E R T TR . % Beck 25 A(2000) [S]IAFF 9T, 4xmbimii iR B nl DA B 2 AMRERFR AR, e
{5 GDP th#%., RENIHAL S S5 GDP b, REW AR, AGFFTESE GDP 3., Adk
it {E5 GDP &%,

I 2% XUV (ecosize) . TENG B AR A —Fh 28 = fm s, MZ O, RRMEHZIEMH Pz,
2B ) IR AN B A =, R DX 288 AR AR bR B R 5] e — RO R L P AR 7 P T S A R
LR
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Table 1. Data processing and data sources
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Table 2. Descriptive statistics of variables
2. BETLEWMAMEIT

YA Hhr 4 R R/ME Nl I e

eurshare 34.91 27.80 99.94 0.00 28.26 0.76 2.57
ecosize 0.68 0.69 0.73 0.64 0.03 0.04 1.80

valstab -0.28 -0.24 0.88 -1.38 0.58 0.02 2.40

findepth 2.72 2.67 3.32 2.36 0.20 0.34 2.98
tradelink 9.14 9.35 12.69 4.66 1.96 -0.18 2.06
WLIAE 672 672 672 672 672 672 672

2) @yt ik
S BRI 2 3B 0 “ BRI 7 AT R, AR A 8] 250 AN R L, AR A R Ak 3
4 PR

Table 3. Economic dynamics tests: (1) Individual fixed effects; (2) Individual random effects

=3 KFENRE: (1) MEEEYE; (2) MEREHISE

1)
1) 2 (3) 4) 5) (6) Q) (8)
ertia 0.65" 059" 0.63" 0.65" 0.65" 0.58" 0.59" 0.59"
(23.02) (20.92) (21.94) (2325)  (2341)  (20.80)  (21.01) (20.33)
ccosize 8357 81.22" 79.89" 80.04"
(8.01) (6.83) (6.75) (5.17)
valstab 1.91° 0.21 0.25 0.24
(4.04) (0.41) (0.48) (0.47)
. ~3.95" ~3.63" -36"
findepth (-2.90) (-2.81) (-2.68)
: —2.44" 0.01
tradelink (-4.01) (0.02)
LS 627 627 627 627 627 627 627 627
i R2 0.94 0.94 0.94 0.94 0.94 0.94 0.94 0.95
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FERZ TNy LS Shude. gORHE. JEHRIE. SR, . FEM S, OANEHLNIE, J2. Ok, PSR, 25 4.
FEORYENE. Hwdt, BEETOHTE. R, LHIL, HRRTE. BTk, Bw=. g, Bk, #HE.
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1) 2 (3) 4) (5) (6) Q) (8)
inertia 0.98" 0.97" 0.98" 0.98" 0.98" 0.97* 0.97* 0.96"
(101.84) (103.78) (102.48) (102.53) (95.83) (103.7) (104.3) (95.71)
ecosize 47.94* 52.48" 51.66" 54.34*
(5.02) (4.74) (4.69) (4.89)
valstab 0.81™ -0.42 -0.38 -0.40
(1.77) (-0.80) (-0.76) (-0.79)
i -4.04" -3.91" -3.79"
findepth (-3.01) (-3.06)  (-2.97)
) 0.17 0.27*
tradelink (1.20) (1.84)
MLIE 627 627 627 627 627 627 627 627
% R2 0.93 0.93 0.93 0.93 0.93 0.93 0.93 0.94

e R 0.01 B TR, TR 0.05 AR FETEAKT, TR 0.10 FRE K.
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FRUGIE WS AT RE s — N JCik L R AR i, WOT FRER A KRRk IR, SRR SRA T ZEph e
fl & Be i, AUE B AT Se iz B B BAT P . 6 A RS [ Al AR LA i 2

PARE A BB AR AP BRI TP A IR, HAE 19%8 27K FHE S B M, Bim s
RSO T RR TG PR fis 26 B T ML Aor th 28 O E 8. IR/ KR TG XA 0 5% [ 0 5 U PRI 7 K0 KE A5 R - RR TG AE filh 46 B¢
AN S 2 (AR A A8 45 SR SERRIE R T BRTCAF AR Bt R 3, IR AR 22 X RRITT AR R SR WL
G R, BB AT DAL R 56 [ i et RURE, 1 HL IS 5 R B AR S D 03 38, XA
EHORR . 28R, REEIG B2 (0 fay SR B 07 A — R R KA %, il Bt — P RS W T 3,
AL — R, IR R AT REA R — PP A R AR 175 32K

FELFEa R, WERE R ERT IR LA 5 R AR, — okl 78 H A% FAH
IR OLT A2 B2 T RAT A SR B AR T ATk, AN RG] 77, 5 b [ 57 5 K AR K
il Z B MR AU . (EHE, MAEDE SO A MEBENL AN A I 45 R R, FEPT A R, “4
AT IRIE” BT S #R R, T HAR ST B3 1, B WIRT il &0 B AL 5 e i I R S B 17 5%
Fo XEHTEHE MR, XATaE 5ROt WERER B AT “ 57 A K. BOTXAGEXFMEHt « [FJ5 7
(K115 27 (BURF (5257 ) A A2 RCAF AR ) — R, SR RIRTE X A T 37 18 SE B B 20N T 36 [, IS
MR FISETCHISE R 5% . SHERR “HEKR” 1775, FIEAH, SGirRFEhAEER. Xt
U AGAREU T B O, T BT ISR BT e T RESE 2 OS2 A N DRSRRE R, XA R
NI TRFEA 2, TR SIEAF AR R

I ) [ 5 282 (2 )Ry, DU T AN AR, S5 REoR, 4R TN AR )R, “BHE” )
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Table 4. Testing for economic dynamics: Time fixed effects
4. BFRENRYE: BFEIEER M

1 )
inertia 0.98° 0.97
(94.00) (86.26)
tradelink ?122;;
LE 627 627
i BER? 0.94 0.94

T MER 0.01 R TP, TRER 0.05 R E VKT

3) FefErEAn s

NI PR SHIE S R IORAE N, BRI SE “OrEREN” . “ERWINAE” . “HEBR REH
R, HETR . Hh,  “UrERREtE” M RIROTIE R E AR EZE 5 R TR E A AR MEZER)
PR,  “eRbmimiREE " BR85S H GDP 5 Ho 5 G [E A R AR M L BIARER,  “5H 5
BRAR” A4 2 ] 55 MR e Xt Hh RV o At e (A LE AR . AR A SRR 5 TR

Table 5. Robustness tests-economic dynamics tests: (1) Individual fixed effects; (2) Individual random effects
F2 5. FREMRLN - 2FHNRE: (1) MEEERE; (2) MEREHLSI

1)
1) 2 (3) 4) (5) (6) Q) (8)
inertia 0.65" 0.59" 0.66" 0.66" 0.65" 0.59* 0.59* 0.59*
(23.02) (20.92) (22.54) (23.60) (22.92) (20.75) (20.36) (20.35)
scosize 8357 84.42" 86.63" 80.35"
(8.01) (8.07) (6.43) (6.43)
valstab -0.17 -0.62 -0.72 -0.76
(-0.25) (-0.95) (-0.95) (-0.99)
. 19.95* -1.57 -1.35
findepth (4.44) (~0.26) (-0.22)
. 11.99 -3.74
tradelink (1.35) (-0.42)
MG 627 627 627 627 627 627 627 627
% R2 0.94 0.94 0.94 0.95 0.94 0.95 0.95 0.95
2
1) 2 (3) 4) 5) (6) Q) (8)
inertia 0.98" 0.97" 0.98" 0.97* 0.93" 0.97" 0.97* 0.93"
(101.84) (103.78) (101.80) (102.45) (70.06) (103.7) (103.71) (71.90)
scosize 47.94* 51.55" 34.14* 37.03"
(5.02) (5.37) (2.72) (2.94)
valstab -1.94 -2.29* ~1.40™ -1.21
(—2.90) (-3.6) (-1.84) (-1.59)
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) 24.28" 12.63* 9.97*
findepth (5.69) (2.15) (1.69)
: 10.83" 9.81*
tradelink (5.29) (4.98)
MLIE 627 627 627 627 627 627 627 627
%% R2 0.93 0.93 0.93 0.93 0.94 0.94 0.95 0.94

e R 0.01 BEETEAK, TSR 0.05 AR E TR, TR 0.10 YK

XL “ PR BRAR IR AR, AT UAEL, ASE AR AL BT SOF A R AR M 4%
RONL” B ZHT 5 AR 2K, B A DR 300 R TT A w4 AR B SE i B A R SRR I . AEMA
W€ RN, AR R KA “ I EResEtE” AR R H, RS AR R S, MARREH LN tht s, Xt
Y RTINS ot ETHI 20t BT A0 B0 A i ph e, X5 — O URAT . X L 2w
A “HKRFEZER AR “OrERENE” , ACTAET ISR 7w DS RIS — B gt . AMARIL
RN M RS “ R TIgIR I AR RA, A Z AT e, B R B ARAL R 1 IR, HoR gt
BFHEM . BRITXARR 32T N SR T IR A A TS M WOT I BRI 5| ). @ BRI, R
WAE 5@ GDP (5 FUAR Dy “ SR AR e AR A&, X T Wi 46 B8 AR Bk e, JEA R —A“ 48”7
e, OVMIEHE EJF, — BN & B L2 R (B BB R, AR B T & 0 R AT
E R BREE . NEADME X ER, SRR RZ & 0% T AT B R E iy, (B AR BT 3454
PR 1 XX — Pl el AREAR R . ERTSOH, R IR EPRGIR T AN “ SRR 1)
B, ERCRIFAEAR . XU, SCUERT 7T AR B I O R, B AR ) A DR JE 12 3R A5 i i g
&%, RERRA R AR AR B AN T REANAT & BVR 2 AT Il SAIE 45 R IN AR fi

4, g5ig

ASCE IS AR, R T WOt EPRE S I R EAT R R, FHUINE R

o, WM RO & BRI R AR A . TE T AR RO BEATL RGN B B[] ] 52 R
R, 3 e — BRI O Ai(inertia) 7E 1%/K 7 LR, HREFaE/E 0.59 % 0.98 2 ], XK
T Mk B A w0 B AR R, — B3R 1% MAE B Brff & b S 4 32 S i, RO B IUE 36 4 02 10,
A CATE R A B AR ok N TR 1T 55 5 R 0% T 0 [ B A s 2 £ T IR BBk R 0 BT L e IR
F LT R RS

B, BUTHURBE (W48 BB R R G 3 4 ) B B R s . BROGIX 5 35 [E GDP tH A LLTE AT
ARSI EE Hrh 3%, SHROGER 536 BT A TR, W4 08 SEe ik T RG]
B B FH o o o R i 7 [RS8 S N T S Ak, X — A B — 2D L . H B AR R 1 T ik IR
KAZIE, 1WA T K A — R R A R AT RF LR AR

5=, SRTTIAEE R YSIE S R S U AR . A5 & findepth 7E T MR RN AR bk B 25 6
TR G X A % 5 [ ) T 3 A SR /K P, RGBT T ARG o 3X — RO R IR T R G X 1Y)
ERVEBRIG: SR=F—. F. @R EMBUGGigR 1. WO R E G E S ZE 5, TiER
PR ABASE [ [ 5 1) A 3Rk 2 a7, ATTHISS 1 BT 2 51 77 .

H0, R BBARNEMATE . MR E BN, R G BRR[EONMEA T 10 7E i [A] [
SERUNAGE RS, AR TE [ 5 . IR BN A LTI (M i 4 2 S5 R 1 (52 5 &5 50) i B g B 3L
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