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Abstract 

 
Monetary and financial relations are changing rapidly around the globe under the contradictory 
forces of financial and digital globalization on the one hand, and geo-political disruption, 
disintegration, and re-ordering on the other. These tectonic forces pose enormous challenges for 
our economy and society in both the North and the Global South. Trump 2.0, his administration’s 
radical financial de-regulation agenda and their push for crypto asset mainstreaming are adding 
significantly to the likelihood of a great financial crash and consequent pressures on the Federal 
Reserve for financial bailouts. We argue that an increasingly popular set of financial analyses 
that go under the heading of the “Money View”, while extremely useful for understanding the 
nature and mechanics of global financial markets, is in danger of  providing  a “seal of approval” 
for these “lender of last resort” bail-outs that enable  the expansion of this  socially inefficient 
and dangerous monetary and financial system. We contend that Northern countries and especially 
those of the Global South should insulate themselves from these likely upheavals by resisting the 
siren calls for greater integration into this unregulated, U.S.- dominated global crypto eco-
system. 
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1. Introduction 
Monetary and financial relations are changing rapidly around the globe under the contradictory 
forces of financial and digital globalization on the one hand, and geo-political disruption, 
disintegration, and re-ordering on the other. These tectonic forces pose, first and foremost, 
enormous challenges for our economy and society. They also demand clear-eyed and rigorous 
analysis from economists and other social scientists to map and understand these powerful 
trends. 

C. P. Chandrasekhar is among the world’s most incisive analysts of these forces. For many years, 
he has studied the political economy of monetary and financial systems and their impacts on 
growth, distribution, stability, and the disparities of economic and political power. He has been 
among the most astute observers of the powerful and often negative impacts of global institutions 
such as the IMF and powerful northern central banks such as the U.S. Federal Reserve on the 
health of economies in the South. Chandru has written insightfully about the prospects for 
South–South monetary and financial cooperation as means of building southern-controlled 
monetary and financial institutions as alternatives to financial and economic domination by the 
United States and Europe. Crucially, he has been able to identify these North–South disparities 
while simultaneously recognizing and analyzing the danger of home-grown neoliberalism in 
economic structures and management in some southern countries as well, notably India. 

At the same time, the reach of Chandru’s analyses goes beyond North–South and South–South 
relations. Relevant to this chapter, he has deftly analyzed the emerging “cryptoization” of finance 
and its dangers for the global economy (Economic and Political Weekly, August 2025) as well as 
other important trends in global financial markets. Chandru’s insights, grounded in an 
articulation of class and international inequalities of power and position and a clear-eyed analysis 
of the operations of capitalist finance, provide a crucial starting point for understanding the 
current conjuncture’s dangerous mix of financial globalization, disintegration, and instability. His 
analysis stands in stark contrast to the neoclassical vision of efficient global financial markets 
and the glorification of global financial innovation. It also stands in contrast to other heterodox 
perspectives on international money and finance that have gained attention in recent years. 

It is in this spirit that we turn to the “Money View,” whose chief architect is Perry Mehrling. 
While quite distinct from the neoclassical tradition Chandru has critiqued, Mehrling’s framework 
has gained remarkable traction among both mainstream central bankers and economists as well 
as heterodox scholars seeking to rethink the architecture of global finance. This rise is significant 
because it signals a broader shift in monetary economics—away from equilibrium-based models 
and toward institutionalist analyses of market plumbing, balance-sheet dynamics, and liquidity 
hierarchies. Yet while Money View illuminates the mechanics of global finance, it does so 
largely without grappling with the political economy of power, hierarchy, and inequality that 



Chandrasekhar has consistently foregrounded. Chandru’s work reveals how the dollar-based 
order entrenches structural asymmetries and constrains development in the Global South, and 
how alternative regional or public financial arrangements might provide more stable and 
equitable foundations. 

In recent years, several scholars have drawn inspiration from or built on insights associated with 
Mehrling’s approach, contributing to a cluster of related “money views” across law, economics, 
and international political economy. These include Zoltan Pozsar’s balance-sheet mapping of 
shadow banking networks (Pozsar, 2014), Steffen Murau’s analysis of offshore dollar creation 
and the hierarchy of money (Murau, 2017; Murau et al., 2023), Lev Menand’s legal-
institutionalist account of shadow money and the Federal Reserve’s role as a backstop (Menand, 
2022), and Morgan Ricks’s design-based approach that treats short-term money-like liabilities as 
public–private hybrids requiring explicit state guarantees (Ricks, 2016). While these scholars 
differ in emphasis, they share a concern with the institutional plumbing of modern finance and 
the centrality of public support to market liquidity. In what follows, however, we focus 
specifically on Mehrling’s formulation of the Money View (MMV), which has become the most 
influential of these strands and which places particular emphasis on the U.S. Federal Reserve’s 
role in stabilizing the international financial system as dealer and lender of last resort. It is this 
presumption—of permanent central bank underwriting of a fragile global system—that we find 
especially problematic. 

MMV has resonated in heterodox circles and increasingly within mainstream discourse due to its 
institutional realism and insights. Unlike neoclassical models reliant upon representative agents, 
equilibrium conditions, and exogenous monetary aggregates, the Money View emphasizes 
balance-sheet interconnectedness, institutional complexity, and the hierarchical nature of 
financial liabilities (Mehrling, 2012; Pozsar, 2014). Central to this perspective is the axiom of 
“money-market funding of capital-market lending,” which captures the essence of market-based 
finance and shadow banking: capital markets depend upon continuous short-term refinancing 
through money-market instruments, a process inherently fragile and reliant on liquidity 
backstops (Mehrling, 2012; Pozsar, 2014). Within this framework, critically important for this 
chapter, central banks inevitably must assume stabilizing roles, providing liquidity via 
repurchase agreements (repos), asset purchases, and international swap lines (Mehrling, 2011, 
2013; Pozsar, 2011; Mehrling et al. 2013). Some would call these measures “bailouts.” 

This analytical perspective offers its explanations for financial crises such as those of 2008 and 
the COVID-19 market turmoil. MMV positions these events not as exogenous shocks, on the one 
hand, nor as profound structural problems in underlying financial regulations and institutions, on 
the other, but rather as systemic disruptions in liquidity flows and collateral valuations that stem 
from the inherent instability of credit (Mehrling, 2011; Pozsar, 2014). By illuminating how 
central banks intervene not merely through interest-rate policy but by directly backstopping 
shadow banking and repo markets, MMV helps explain the Fed’s contemporary evolution and 
increasing centrality in global financial governance (Pozsar, 2014; Dafermos et al., 2022). But by 



ignoring the underlying structural problems in the nature and regulation of financial markets, the 
view elides discussion of deeper problems and possible solutions for financial instability, social 
inefficiency, and inequality. 

This relative lack of a critical perspective on the social value of the underlying financial 
structures—for example, the uncritical emphasis on the mechanics of liquidity hierarchies and 
institutional functionality—might, by default, help to legitimize a fragile and socially inefficient 
global financial order shaped by discretionary authority, political power, and structural inequality 
(Epstein, 2017; Gabor, 2021; Chandrasekhar, 2021). Among the manifestations of structural 
inequality, for example, are the Federal Reserve’s selective extension of swap lines—favoring 
core advanced economies or strategically aligned emerging markets, while excluding large, 
systemically important economies like India—which reveals stark inequalities embedded in the 
global monetary hierarchy (Prasad, 2014; Chandrasekhar, 2021; Murau et al., 2023; Dafermos et 
al., 2023). Such selective access turns dollar liquidity into a privilege contingent upon political 
alignment, rather than as a universally accessible public good, as, for example, Charles 
Kindleberger advocated. 

In this chapter, we emphasize one especially problematic aspect of this lack of critical 
perspective: the normalization of central bank underwriting of an unstable and socially 
inefficient global financial system. More specifically, MMV proposes that the monetary 
authorities, including the Federal Reserve, should backstop to the point of bailing out the 
financial markets when they threaten to disrupt the global economy, without a commensurate 
program of regulating, reforming, and penalizing the institutions and individuals responsible for 
reckless and even fraudulent actions. This underwriting is, of course, a recipe for more and more 
instability, bigger and bigger bailouts, and the expansion of an inequality-generating and socially 
inefficient financial system. MMV suggests that there is no alternative to central bank bailouts of 
the existing system, but there are. Strong preventive regulations that address the deeper structural 
problems associated with this global financial system provide a clear pathway to an alternative 
financial system that could better serve the economies of both the North and the South. 

In the current Trumpian-dominated political environment in the United States, however, there is 
little to no chance that the government will pursue this necessary financial reform. In this world, 
other countries should protect themselves from the dangers and financial chaos that are likely to 
emanate from U.S. shores. It is increasingly urgent for countries in the Global South to seriously 
reconsider their integration into a hierarchical global financial order whose stability cannot be 
taken for granted. With mounting political volatility at the core, the financial system anchored by 
the United States faces growing uncertainties and risks. Developing and emerging economies, 
often structurally dependent on offshore dollar markets and central-bank liquidity support they 
do not control, must now confront the potential consequences of this dependence. The 
deregulatory push, crypto asset expansion, and heightened financial volatility under a politically 
unconstrained Trump administration underscore the need for other countries, both in the North 
and in the Global South, to proactively reassess their monetary and financial strategies—building 



protective frameworks and regional cooperation to insulate themselves from an inherently 
unstable and politically aggressive global financial system led by the United States. 

To elaborate on these points, the remainder of this chapter first outlines key elements of MMV’s 
analysis of global financial markets, focusing on its conceptualization of the shadow banking and 
the “dealer of last resort” function, and shows how this perspective overlooks core structural 
failings of the current system while implicitly endorsing its continued central-bank underwriting. 
It then examines how these dangers have deepened under the Trump 2.0 administration, 
highlighting how deregulation, financialization, and the promotion of cryptoization have 
amplified systemic fragilities. We argue that these dynamics underscore the need for other 
countries—both in the Global North and South—to disentangle their financial systems from 
volatile U.S.-centered markets and to resist the seductive promises of crypto-finance promoted 
by Northern and Southern financial capital alike. The chapter concludes by considering 
alternative policy strategies for non-U.S. countries to shield themselves from these destabilizing 
forces without relying on perpetual central bank bailouts. 

2. The Money View, the Global Liquidity Hierarchy and Dealer of Last 
Resort 
Mehrling’s “Money View” has gained prominence for offering an institutionally grounded and 
intuitive framework for understanding the contemporary U.S. financial system (Mehrling, 2011, 
2012). Unlike traditional monetary theories that emphasize central banks direct control of the 
money supply, MMV focuses on the institutional mechanisms through which liquidity is created, 
transmitted, and stabilized. Rooted in balance sheet analysis and the operations of financial 
institutions, this framework has recently attracted attention among scholars (Murau, 2017; Murau 
et al., 2023; Gabor & Vestergaard, 2016), financial analysts (Poszar, 2011a-b, 2014) and corners 
of the central banking community (Mehrling, 2014; D’Avernas et al., 2020)  

As a framework, MMV can be defined by five core propositions—with our critique to follow.  

(1) The Hierarchy of Money 

Money exists in a hierarchical structure based on varying degrees of liquidity and acceptability 
(Mehrling, 2013a). Central bank reserves and government-issued currency form the apex, 
commercial bank deposits occupy the next tier, and shadow banking instruments, such as 
repurchase agreements (repos) and money market fund shares, sit at the base (see Figure 1). 
These lower-tier instruments function as “money”—redeemable on demand at par in cash (or 
Treasury collateral in the case of repos), and, therefore, highly liquid and safe stores of value—
during stable conditions but can quickly lose their acceptability in periods of financial distress. 

Internationally, the U.S. dollar sits at the pinnacle as the principal medium of international trade, 
settlement, and reserve holding. Other countries’ currencies are linked to the dollar, either 
explicitly (through pegs) or implicitly (through financial markets). More broadly traded 



currencies, such as the euro, pound, and yen, often serve as funding currencies, i.e., a means by 
which to ultimately obtain dollars when borrowing is relatively expensive directly in dollars, 
through swap contracts (Mehrling, 2013b; Du & Schreger, 2021). Peripheral currencies, often 
belonging to emerging or developing economies, cannot easily serve as funding sources because 
foreign investors, primarily in the Global North, are reluctant to hold their liabilities. This 
structural hierarchy effectively renders these countries price takers in dollar markets (Andrade & 
Prates, 2013). 

 

Figure 1. The Hierarchy of Money (Authors’ illustration) 

While this structure provides relative stability for core currencies, it poses significant challenges 
for peripheral currencies. These challenges stem from the limited and often unstable access to 
global liquidity that peripheral currencies experience, which can lead to increased volatility and 
vulnerability in their respective economies (Fritz et al., 2018; Murau et al., 2023). 

(2) Public-Private Money Creation and Role of Dealers 

Contrary to the mainstream view—still perpetuated in textbooks to this day—that money is 
chiefly created exogenously by the central bank through the money multiplier process, MMV 
holds that money in modern financial systems is endogenously produced by private credit and 
liquidity transformation (Mehrling, 2011, 2021). In this respect, it shares a common tenet with 
Post Keynesian monetary theory (Lavoie, 1984; Rousseas, 1986; Moore, 1988; Wray, 1990). 
Central banks supply the backstop—ensuring convertibility, liquidity, and stability—to a public-
private hybrid system in which not only banks, but dealers, and other financial institutions create 
monetary assets via lending, securities issuance, and repurchase agreements (repos).  

Dealers are the pivotal nodes in this framework. Unlike traditional banks, which fund loans with 
insured deposits and interbank credit, dealer banks fund capital market lending by issuing 
deposit-like liabilities—above all repos and commercial paper—against securities collateral from 
large institutional cash pools (money market funds, insurers, pensions, sovereign wealth funds) 
(Pozsar, 2011a). These deposit-like claims function effectively as shadow money in the 
wholesale markets yet largely sit outside the current deposit regulatory framework (Menand, 
2022). This activity is the essence of “money-market funding of capital-market lending,” with 



dealer banks providing the balance-sheet elasticity (credit expansion) and liquidity 
(convertibility) of these instruments (Mehrling et al. 2013).1 

According to MMV, what further  distinguishes shadow banking from traditional banking is that 
it is (1) global in nature, with funding provided by wealth holders all over the world; (2) market-
based, with market-based price setting generated by dealers, as opposed to idiosyncratic credit 
pricing by banks; and (3), at present, a lack of a formal public backstop. Therefore, these 
institutions must increasingly hedge credit risk with derivatives, which also depend on dealers to 
make markets. Hence, derivatives are an endogenous response to making the credit system more 
elastic in the absence of public guarantees (Pozsar, 2011a-b; Pozsar et al., 2012; Pozsar, 2014). 

(3) The Instability of Credit and the Public Backstop 

In Mehrling’s view, credit is inherently unstable due to fundamental uncertainty, which at times 
produces mismatches of cash inflows and outflows within the payments system (Mehrling, 2011, 
p. 12). Financial markets often magnify this fragility through leverage and liquidity mismatches. 
Left unchecked, such dynamics threaten cascading defaults and the breakdown of 
convertibility—i.e., the ability of private promises to be settled in higher forms of money up the 
hierarchy. For this reason, the central bank has historically been tasked with serving as a lender 
of last resort, supplying emergency liquidity to preserve confidence and prevent systemic 
collapse. 

Throughout the credit cycle, the central bank must balance what Mehrling (2011) calls 
“elasticity” and “discipline.” Elasticity refers to its role in extending liquidity support to ease 
financial strains, while discipline reflects the countervailing need to curb excessive credit 
expansion and maintain the credibility of the system’s promises of payment (Mehrling, 2020). 
Conventional tools—interest rate adjustments, reserve requirements, and open market 
operations—embody this balancing act but remain blunt and ill-suited for the rapid liquidity 
stresses that characterize modern finance. 

(4) The Federal Reserve as “Dealer of Last Resort” 

It is out of this recognition that Mehrling advances his most distinctive contribution: the 
reimagining of the Federal Reserve’s role as a “dealer-of-last-resort” (Mehrling, 2011, 2014). 

 
1 Dealer “banks” is worth emphasizing here. The point is not to reify a sharp bank–market split (Sawyer, 2013) as 
Mehrling et al. often appears to suggest. In contemporary finance, banks remain the core issuers of private money 
and the backbone of the payment system: repo and derivatives positions are booked against bank liabilities and, 
ultimately, settle via central-bank reserves. Most “dealers” are the broker-dealer subsidiaries of large bank holding 
companies, so what looks like market intermediation is typically conducted on, or alongside, consolidated bank 
balance sheets. Indeed, Pozsar frames shadow banking as an innovation in form rather than a fundamental break 
from the previous system: “shadow banking is very much about what goes on within modern banks. More 
specifically, shadow banking refers to how modern banks use the web of subsidiaries, vehicles, and funds under 
their holding companies’ umbrella to tap wholesale funding markets” (2011b). 



Whereas the classical lender-of-last-resort framework centered on support for commercial banks, 
contemporary financial instability emanates increasingly from capital markets and the shadow 
banking system. In this market-based credit system, dealers—institutions that make markets by 
quoting two-way prices in securities, repo, and derivatives—stand at the center of liquidity 
provision. When panic induces an imbalance in order flows on either side of the market, too 
many buyers or sellers, the entire system seizes. 

The Federal Reserve’s crisis interventions since 2008 illustrate this new reality. Stabilization now 
requires not only lending to banks but also direct support to financial markets—via large-scale 
asset purchases, emergency repo facilities, and liquidity backstops for key segments of the 
shadow banking system. In short, the dealer of last resort function extends the public backstop 
beyond banks to the market makers themselves, ensuring that trading can continue and that 
private promises remain convertible up the hierarchy of money.2 

(5) The Federal Reserve as International Lender of Last Resort 

The Fed’s international role, notably through its bilateral swap line agreements, represents 
another critical area of focus for MMV (Mehrling, 2015). These dollar swap arrangements offer 
select foreign central banks access to U.S. dollars in exchange for their currency, allow them to 
intern provide dollar liquidity to financial institutions in their jurisdiction, stabilizing global 
financial markets during periods of systemic stress.  

However, access to these facilities is highly selective, often influenced by strategic geopolitical 
considerations, with advanced economies and strategically significant emerging markets favored 
(Medlin, 2024; Chey, 2012), while other major economies, such as India, are excluded (Prasad, 
2014; Chandrasekhar, 2021). This selective provision of liquidity underlines the political 
dimensions of the global financial architecture and emphasizes the systemic asymmetry between 
nations within the global dollar hierarchy (Dafermos et al., 2023).  

But this selective structure of dollar liquidity has critical implications. Countries excluded from 
swap line arrangements must self-insure through costly reserve accumulation or seek conditional 
IMF assistance. Consequently, what Mehrling (2021) frames as “pragmatic” liquidity provision 
also functions as a geopolitical instrument, reinforcing global financial hierarchies and deepening 
peripheral vulnerabilities. The global expansion of shadow banking exacerbates these 
vulnerabilities.  

Shadow Banking and Offshore Finance is Speculative, Not Productive 

 
2 Economist Robert McCauley, formerly of the Bank for International Settlements, pushes back against this label, 
however, noting that while the Fed indeed acts as a ‘dealer’ in repo markets—–actively engaging on both sides of 
transactions—in Treasuries or mortgage-backed security markets, such during the GFC, and recently in the 
corporate bond market during the 2020 pandemic, the Fed’s interventions effectively position it as a ”buyer of last 
resort” (McCauley, 2023, p. 262) 



While no one could credibly argue against the proposition that the market-based credit system is 
inherently unstable, a central proposition of MMV, there is considerable disagreement as to the 
source of that instability. Many may point to speculation as the underlying problem of modern 
finance. According to Mehrling (2011), in practice, it is hard to distinguish between speculation 
and productive credit or even to implement policies that attempt to allocate credit solely to the 
latter (p. 24). 

Yet there are plenty of indications that the scale of contemporary finance far outstrips the size of 
the real economy. McKinsey’s most recent Global Balance Sheet estimates that worldwide assets 
reached $1.6 quintillion in 2021, comprised of roughly $610 trillion in real assets, $520 trillion in 
financial assets outside the financial sector, and $500 trillion within the financial sector (Mischke 
et al., 2023, p. 4). By contrast, global trade in goods and services amounted to only about $31 
trillion in 2022 (WTO, 2023, p. 10). Moreover, the credit that directly supports cross-border 
exchange remains rationed: the global trade finance gap reached $2.5 trillion in 2022, or about 
10 percent of global merchandise trade, with small and medium-sized enterprises 
disproportionately affected (Asian Development Bank, 2023, p. 2). This juxtaposition—abundant 
balance sheets alongside chronic shortfalls in basic trade credit—suggests that much cross-
border finance is not underwriting trade or long-horizon productive investment but is instead tied 
to portfolio flows, leverage, and regulatory or tax arbitrage. 

Evidence shows that the way financial services are provided supports this view. Non-bank 
financial intermediation, which includes the activities of institutions like investment funds, 
broker-dealers, and money market funds, now accounts for about half of all global financial 
assets and has been growing faster than the banking sector (FSB, 2024, pp. 1–2). This expansion 
has been strongest in areas funded by wholesale markets, such as repos and securities lending, 
where money market funds and broker-dealers are the most active. But the shadow banking 
activities of these institutions reached $70.2 trillion in 2023, equal to 14.6% of total global 
financial assets (p. 2). Much of this activity supports market liquidity in existing securities rather 
than providing new credit to businesses (pp. 2, 18–19). 

Cross-border finance exhibits a widening disconnect from productive investment. According to 
UNCTAD (2022), approximately one-third of the global inward foreign direct investment (FDI) 
stock—over $10 trillion—is channeled through offshore financial centers and conduits used for 
tax and regulatory arbitrage rather than new plant, technology, or jobs. Meanwhile, a significant 
portion—around 40 percent—of reported global FDI is "phantom," moving through special-
purpose entities with minimal or no substantive activity (Damgaard et al., 2024). These 
structures merely enable tax and regulatory arbitrage while only loosely linked to the creation of 
new productive capacity or technology transfer. 

The Money View’s “Backstop” and the Bailout Logic of Market Finance 

For Mehrling et al. (2013), “shadow banking is simply “money market funding of capital market 
lending”, sometimes on the balance sheets of entities called banks and sometimes on other 



balance sheets. As such, shadow banking is not some troubling excrescence on the healthy body 
of traditional banking. Rather, it is the centrally important channel of credit for our times” (p. 2). 
Hence, Mehrling’s regulatory reform perspective starts from the proposition that modern credit is 
organized around market liquidity, not bank loan funding, and therefore requires central banks to 
support markets rather than just banks. 

To that end, Mehrling reformulates Bagehot’s dictum: (1) “Market liquidity, not funding 
liquidity; dealer of last resort, not lender of last resort.” (2) “Outside spread, not inside spread.” 
And (3) “Core assets, not the periphery.” (Mehrling, 2012, p. 111). In other words, the Fed 
should shift from funding liquidity to banks through the discount window to prioritizing dealers 
or dealer banks to support market liquidity—acting as a dealer-of-last-resort when they become 
overwhelmed—accepting only a pre-determined core set of assets as collateral at a penalty rate 
(“outside spread”) to all comers, to stabilize prices and keep the dealer system functioning. 
“After Lehman, the Fed absorbed order flow; it quoted a price to the market, and it put its own 
balance sheet behind the market in order to maintain that price” (Mehrling, 2012, p. 107). “Only 
in crisis time does the central bank backstop become the market; in normal times, the central 
bank backstop merely operates to support the market” (Mehrling et al., 2013, p. 5; our emphasis).  

At the international level, Mehrling likewise emphasizes that global finance hangs on the 
“central role of the dollar and of the US Federal Reserve as ultimate backstop of that system”—
and that shadow banking is best understood as “money market funding of capital market 
lending.” (Mehrling, 2014, pp. 108–109). The implication is that credible public backstops—
including swap lines and the FIMA repo facility—are not anomalies but foundational to how the 
system now works. 

From our perspective, “backstop” functions as a technocratic label for what, in distributional and 
political terms, amounts to a bailout of market-based finance. When repo, derivatives, and 
wholesale funding markets seize up, whether domestically or internationally, central banks do 
not unwind them or subject them to democratize oversight; they absorb the positions and risks 
that private dealers shed, socializing the losses while preserving the underlying framework of 
leveraged intermediation. What is presented as liquidity “backstop” thus institutionalizes state 
support for speculative credit structures: crises are contained, but costs migrate to public balance 
sheets while private gains largely remain untouched.  

As a stabilization framework, there is a sophistication to it. But operationally it amounts to a 
standing public option to take markets onto the central bank’s balance sheet whenever 
endogenous crises arise—as they frequently do. As a broader reform agenda, it is 
accommodative. It accepts the hybrid public–private hierarchy as given, treating the evolution of 
shadow banking as a legitimate development to be disciplined at the margin, not a structure to be 
rebuilt for public purpose. The governing instinct is reminiscently neoliberal: preserve market 
credit as it is and backstop it, rather than redesign who may issue money-like liabilities or what 
activities merit public guarantees (Pollin & Epstein, 2021).  



As Mehrling has emphasized elsewhere, “The central focus of the money view is therefore not so 
much on the illegitimacy of these institutions and mechanisms, and how to overthrow them, as it 
is on taming the tendency toward instability that is inherent in the normal operation of these 
institutions and mechanisms, and so on preventing the unraveling of the fabric of [hierarchical] 
Financial Society” (Mehrling, 2017, p. 9). 

3. Trump 2.0 and the Financial Deregulation Offensive 
The second Trump administration has dramatically accelerated the deregulatory turn in U.S. 
finance while explicitly promoting crypto-assets and market-based money substitutes as part of a 
broader political and personal enrichment project. These efforts have centered on dismantling or 
capturing the very agencies tasked with overseeing financial markets, including efforts to 
politicize appointments and exert greater control over the Federal Reserve. The administration 
has also pushed the Department of Justice to scale back or halt investigations and prosecutions of 
financial misconduct, especially in the crypto sector. Whereas the Dodd–Frank Act after the 
Global Financial Crisis sought, as Senator Elizabeth Warren put it, to put more “cops on the 
beat,” Trump 2.0 has worked to take as many cops off the beat as possible—weakening 
enforcement, hollowing out oversight, and clearing space for speculative and politically 
connected financial actors. 

This campaign is not simply deregulatory but seeks, in key domains, to eliminate legal 
constraints on private money creation. Crypto markets have become its centerpiece. The 
administration has championed legislation that would allow stablecoins and other crypto-
products to be fully integrated into mainstream financial institutions without subjecting them to 
the prudential rules and capital requirements on banks, broker-dealers, and asset managers. It 
also seeks to permit large non-bank firms—including technology platforms, retailers such as 
Amazon and Walmart, and other non-financial corporations—to issue crypto-liabilities and 
provide bank-like services, largely outside the reach of existing supervisory frameworks. This 
amounts to creating a parallel monetary system in which the protections historically designed to 
safeguard depositors and maintain systemic stability would not apply. 

The GENIUS Act of 2025 crystallizes this shift. By legitimating fiat-backed stablecoins and 
DeFi payment rails (e.g., Ethereum) and requiring that they hold “high-quality” reserve assets, 
the Act effectively channels stablecoin collateral into short-term U.S. Treasuries—boosting 
structural demand for T-bills (Congress.gov, 2025; Congressional Research Service, 2025; 
Ahmed & Aldasoro, 2025). Administration rhetoric has shifted from tacit encouragement to overt 
championing, floating proposals for a national “crypto reserve” (Al Jazeera, 2025) and 
celebrating a supposed “golden age of crypto” (U.S. Department of the Treasury, 2025). These 
moves normalize privately issued, dollar-linked liabilities and widen the channels through which 
non-bank actors perform core monetary functions—while leaving public balance sheets to absorb 
tail risk when markets seize. 



This agenda does not represent technological progress in payments or intermediation. It 
entrenches a shadow monetary regime whose profitability depends on regulatory arbitrage and 
the public sector’s willingness to insure liquidity and convertibility ex post. Whereas the shadow 
banking system of the 2000s monetized collateral through wholesale funding markets, today’s 
crypto complex monetizes expectations—issuing quasi-monetary liabilities (stablecoins, 
exchange balances) against opaque asset pools and automated market-making models. The 
political economy is one of oligarchic rent-seeking: private capture of seigniorage-like returns 
during booms, followed by demands for public backstops during busts. If realized at scale, these 
dynamics will pressure the Federal Reserve and the Treasury to act as de facto lenders and 
dealers of last resort to crypto-exposed institutions and markets, socializing losses while 
privatizing gains. 

The likely result is the reproduction—in intensified form—of the pathologies that drove the 2008 
Global Financial Crisis (GFC): conflicts of interest, excessive leverage, opacity, pro-cyclicality, 
and implicit government guarantees that create asymmetric reward structures (Crotty, 2017, 
Chapters 5–6; Epstein, 2024). As then, risk-takers will cash in on the way up, while facing little 
accountability on the way down. Corruption, as during the GFC, may again go largely 
unpunished. 

The international implications are acute. The new U.S. framework, amplified by Washington’s 
political messaging, may encourage some emerging and developing economies (EMDEs) to 
“crypto-align”—adopting stablecoin payment rails or even crypto legal tender to signal policy 
affinity and attract capital. Experience counsels caution. El Salvador’s Bitcoin experiment has 
produced minimal domestic uptake, persistent IMF concerns over financial stability and 
integrity, and ongoing conditionality in IMF engagements urging reversal of key provisions of 
the Bitcoin Law (IMF, 2025a; IMF, 2025b). The IMF–FSB synthesis warns that cryptoization in 
EMDEs can undermine monetary sovereignty, complicate reserves management, and heighten 
run dynamics—especially where safety nets and supervisory capacity are thin (IMF–FSB, 2023; 
IMF, 2024). If EMDEs deepen reliance on crypto-dollar rails—whose largest issuers operate 
offshore and whose ultimate liquidity backstop depends on U.S. institutions—they risk importing 
new channels of fragility rather than securing reliable access to liquidity, especially amid 
mounting political pressures on U.S. monetary authorities (Dafermos et al., 2023; Reuters, 2025). 

In effect, the Trump 2.0 deregulatory offensive reframes shadow money creation as a national 
strategy while eroding the guardrails that historically constrained it. By treating public backstops 
for politically connected, crypto-adjacent balance sheets as merely the next stage in market 
evolution, rather than a rupture toward rent-seeking with systemic risk attached, this agenda 
accelerates the vulnerabilities of the dollar-centered order. MMV’s functionalist focus on 
liquidity provision—while bracketing normative evaluation—risks naturalizing this trajectory. 
For peripheral economies, the implications are stark: a more fragile dollar system, more 
conditional dollar access, and stronger imperatives to build firewalls rather than integrate deeper 
into speculative, dollar-denominated circuits. 



Countries in the Global South have long grappled with the destabilizing waves emanating from 
the Federal Reserve, Wall Street, and Northern financial markets. To secure access to hard 
currency—especially U.S. dollars—for imports, debt servicing, and development finance, they 
have often integrated into the dollar-based system despite its volatility and asymmetries. At 
various points, some governments have experimented with capital controls and other protective 
measures to manage this terrain, often under pressure from the IMF and other U.S.-dominated 
institutions. Yet most continue to hold the bulk of their reserves in dollars, use the dollar as an 
anchor currency, and issue much of their external debt in dollars—leaving them structurally 
dependent on U.S. monetary conditions. 

Advanced economies, particularly in Europe, have taken a different path but remain deeply 
enmeshed in the same system. Over recent decades they have largely abandoned capital controls 
and embraced financial liberalization, allowing private financial institutions to integrate almost 
entirely into U.S.-dominated markets—exposing them to severe disruptions, as seen during the 
2007–2008 Global Financial Crisis. Despite the creation of the euro, European finance remains 
heavily dollarized. Much of this integration has been driven not by public policy choices but by 
private financial actors. It is precisely these private capital markets that MMV and related 
frameworks often describe in detail, yet typically without confronting the structural power 
asymmetries and fragilities they transmit. 

4. North and South Need to Respond to Trump 2.0  
The second Trump administration marks a break from previous patterns by introducing not just 
heightened volatility, but a qualitatively new source of systemic risk. It represents a hyper-
aggressive, neo-imperial turn in U.S. political economy—combining extreme financial 
deregulation, erratic monetary policy, and the crony-capitalist promotion of highly destabilizing 
financial products and practices, especially crypto finance. In effect, the world now faces a 
supercharged U.S.-driven monetary disorder: one in which the very state anchoring the system 
actively amplifies its fragilities. The question for governments in both the North and South is no 
longer how to cope with exogenous financial shocks from the U.S., but how to respond to an 
American regime that has become a source of endogenous disorder. 

Major private financial institutions in Europe have already signaled their willingness to embrace 
this new environment, much as they did in the run-up to the GFC. As financial journalist Isabella 
Kaminska (2025) notes, European banks are only “belatedly cottoning on” to the prospect of 
stablecoin-driven dollarization and are beginning to position themselves to profit from it. Similar 
dynamics may emerge in the Global South, where some traders and financial institutions could 
be tempted to “crypto-align” out of fear of missing out on inflows. Yet this strategy carries 
profound risks—especially for state monetary sovereignty and macroprudential policy. 

Stablecoins are central to these risks. Functioning as on- and off-ramps to the broader crypto 
ecosystem, they enable payments and transfers beyond the reach of national regulatory 



frameworks. Their low transaction costs and perceived efficiency could attract domestic users, 
while their opacity and cross-border design create new channels for tax evasion, illicit flows, and 
capital flight. Because they operate outside the prudential rules applied to banks and formal 
financial institutions, their proliferation could further erode governments’ ability to manage 
interest rates, exchange rates, capital flows, and financial stability. States that permit the 
regularization of stablecoin markets risk losing even the limited control they currently exert over 
domestic credit and liquidity conditions. Any government considering such integration must 
weigh these costs carefully, develop robust regulatory frameworks, or seek to exclude such assets 
entirely. 

Rather than doubling down on deeper integration into dollar-denominated shadow and offshore 
circuits, developing economies may need to pursue the opposite path: building regulatory 
firewalls and public instruments that channel finance toward trade credit and long-term 
investment. This aligns with Chandrasekhar’s broader critique: financial liberalization has not 
disciplined capital in the service of development but has subordinated peripheral economies to a 
speculative, extractive regime whose benefits accrue to financial centers while risks are 
socialized locally (Chandrasekhar, 2006, 2021). In an era when the U.S. itself is becoming a 
generator of financial disorder, the imperative for monetary and financial self-protection—long 
central to Chandru’s vision—has never been clearer.  

5. Conclusion 
The global financial system has long been a source of instability and a driver of inequality. From 
the crises preceding the Great Depression to the era of neoliberal globalization and 
financialization since the 1990s, it has repeatedly concentrated wealth in the hands of financiers 
in both the Global North and South while failing to provide the patient, developmental capital 
needed by peripheral economies. Northern central banks and governments have routinely stepped 
in to rescue their own financial institutions when excessive risk-taking has threatened collapse, 
while deploying the IMF and other international financial institutions to discipline and 
restructure Southern economies in crisis—often regardless of whether those crises stemmed from 
domestic policy failures or external shocks. 

Perry Mehrling’s Money View, has contributed significantly to mapping this system’s 
institutional architecture. Its analysis of shadow banking, market-based finance, the dealer 
system, and the role of central banks in underwriting these markets has deepened our 
understanding of modern financial mechanics in many ways. Yet MMV also tends—implicitly 
and sometimes explicitly—to treat bailouts and central bank backstops as functional necessities, 
while leaving unexamined the political economy of power, social hierarchy, and inequality 
embedded in these structures. In this regard, its stance differs little from that of mainstream 
financial economists, who also normalize the public rescue of private markets while sidelining 
questions of distribution, accountability, and democratic control. What is missing is precisely 



what C. P. Chandrasekhar has long brought to the analysis of global finance: a systematic 
account of how class relations, structural hierarchies, and geopolitical power shape financial 
flows, constrain policy space, and reproduce global inequalities. 

The return of the Trump administration makes these omissions untenable. Its aggressive 
dismantling of financial regulation and promotion of unstable, speculative instruments—
especially crypto-assets and market-based money substitutes—has magnified the dangers of a 
system already prone to crisis. In this environment, the question is no longer whether the Federal 
Reserve and other major central banks can stabilize the system, but whether they should continue 
to underwrite a regime that has become both socially destructive and politically captured. And 
for governments outside the United States, particularly in the Global South, the question is 
whether deeper integration into this dollar-centered, backstop-dependent order would secure 
stability—or erode sovereignty while amplifying fragility. 

Our answer to both questions is no. Instead of embracing this trajectory, states should pursue 
strategies of insulation, diversification, and public financial development—building alternatives 
to the volatile circuits of dollar-denominated shadow finance. Chandrasekhar’s work has long 
illuminated the need for such alternatives and the dangers of financial dependence on the North. 
Taking his analysis on board is essential for developing the critical political economy lens that 
MMV lacks. In honoring his contributions, we argue that safeguarding financial sovereignty, 
especially for the Global South, requires rejecting the normalization of perpetual bailouts and 
confronting the structural inequities of the global financial order itself. 
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