
Redenomination  
 

● Redenomination is when a country reorganizes their paper money due to inflation  
● Inflation: 

○ The average rise in the prices of goods and services  
○ Inflation is a natural part of any healthy economy, but when it gets out of hand it can 

lead to hyperinflation  
■ Hyperinflation is when inflation persists at an extreme rate  

● The most famous case of hyperinflation occurred in Zimbabwe in 2008 
○ As inflationary pressures plagued the government they responded by printing more 

and more money 
○ At the height of the printing, the government ran all their currency printing machines 

day and night even after the cost of the special paper to print the money was worth 
more than the money they were printing 

○ The government only stopped printing money when they ran out of paper to print it 
on  

○ The inflation rate reached a peak of 250,000,000% and printed the world’s first and 
the world’s only trillion dollar bill  

● When a country like Zimbabwe faces this problem and they can not get it under control 
through a fiscal or monetary policy they turn to redenomination  

● Zimbabwe eventually discontinued the Zimbabwean Dollar and began using the US Dollar as 
their currency  

● In the past, several countries have begun using the US Dollar when facing hyperinflation, but 
another common solution is creating a new currency  

● A government can offer a new currency in exchange for the old one at a certain rate 
○ EX: The Y Dollar is now worth 1000 of the X dollar  

● In 2016, the Colombian government simply redesigned their peso when they replaced the 
last three zeros with “mill” (thousand) making their currency easier to read  

● While inflation is the main reason for redenomination it may also occur when a country joins 
a monetary union i.e when a country joins the EU and begins using the Euro  

● In the future, cryptocurrency and blockchain may offer more option to government  
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