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 Continuing sterling currency union 

 

 ‘Informal’ use of sterling 

 

 New Scottish currency 
 

 Head towards the Euro 



 

 Maintaining economic stability – a stable 
exchange rate with RUK? 

 Avoid/minimise transaction costs 

 Scope for Scotland to use key macro-
economic levers 

 If no independent macro policies will 
‘imposed’ policies be suitable? For how long? 

 Cost of borrowing for Govt and Corporates 

 

 



 
 

 Achieving a competitive exchange rate 

 Durability of new currency option 

 Regulation of the financial sector 

 Maintaining that sector in Scotland 

 Costs of transition and continuing operation 



 

 Scotland’s interests 

 

 The interests of the rest of the UK 

 

 Could it happen? 











 The continuing currency union ticks many boxes, but may not be 
achievable and if implemented would involve no independence 
on monetary policy and significant constraints on fiscal policy. 
Would this be widely accepted as a long-term arrangement? 

  
 Sterlingisation or a currency board would in principle deliver 

currency stability and no transaction costs, but the practical 
difficulties and risks look too many and too great to make this an 
attractive proposition. 
 

 Adopting a new currency pegged to sterling again has many 
attractions in terms of continuity and stability, but would involve 
severe constraints from the markets on monetary and fiscal 
policy and the probable loss – as with sterlingisation – of large 
chunks of the Scottish financial sector. 
 



 A new freely-floating currency would mean loss of that 
stable exchange rate and wider economic stability with 
rUK; and uncertainties for many in Scotland but could 
deliver policy flexibility – subject to meeting market 
requirements to ensure that volatility was not excessive. 
 

 Adopting the euro may prove an attractive proposition in 
the medium or longer term but is not available as an 
instant option, and would certainly not be readily and 
rapidly achieved or cost free. 
 

 Overall the continuing currency union looks the preferred 
choice if it can be achieved. If not then a new currency may 
be necessary, perhaps alongside a commitment to aim at 
entry to the eurozone within some scheduled time period. 
 


