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Abstract

Developing the architecture of dedollarization in the BRICS countries is becoming
akey direction for their economic and financial cooperation. This paper examines
the institutional and infrastructural measures that facilitate broader use of
national currencies in trade, support the development of payment systems
and central bank digital currencies (CBDCs), and strengthen national financial
markets. It also analyzes the progress achieved by the BRICS countries both in
the context of global trends and relative to the experiences of ASEAN countries,
highlighting common cross-country patterns as well as specific challenges. At
present, the infrastructural framework for the use of national currencies in the
BRICS countries encompasses a range of important components, yet it is not fully
operational.
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1. Introduction

The increased use of national currencies has become a key priority in the economic and
financial cooperation of the BRICS countries. Although discussions on the dedollarization
of BRICS economies date back to the 2010s, the objective of promoting settlements in
national currencies was formally articulated only in 2020, with the adoption of the
Strategy for BRICS Economic Partnership 2025. The intensification of geopolitical
turbulence in recent years, including trade conflicts and sanctions, has further
underscored the importance of diversifying currency settlements and strengthening
financial sovereignty.

In addition to the strategic benefits of enhanced financial sovereignty, the use of
national currencies in international settlements and financial markets offers a number
of economic advantages, including lower transaction costs, opportunities to reduce
currency risk, increased liquidity of national currencies, and the development of
domestic financial markets.

At present, the US dollar remains the dominant invoicing currency! [Boz et al. 2020],
including in transactions that do not involve the United States, reflecting the dominant
currency paradigm [Gopinath et al. 2020]. The widespread use of the US dollar offers
advantages to firms, particularly those integrated into global value chains, due to
network effects [Eichengreen et al. 2016]: their costs are also denominated in dollars,
while the liquidity and depth of dollar-denominated markets significantly exceed those
of other currencies.

The use of other currencies for international settlements is possible both theoretically
and empirically, as available data show the importance of the euro for international
settlements in Europe and a substantial increase in the use of national currencies in
Russia and China [Podrugina, Morozkina 2025].

The level of institutional development in a financial market directly affects the depth
and liquidity of its national currency, as well as its attractiveness for international
settlements. Consequently, the development of infrastructure supporting settlements in
national currencies—from domestic instant payment systems and financial messaging
networks to expanded currency swap lines and the issuance of instruments denominated
in national currencies—is becoming an increasingly important factor for advancing the
priorities of the BRICS countries. In this context, BRICS nations are actively pursuing a
range of multilateral and bilateral initiatives aimed at enhancing the liquidity of their
national currencies.

A benchmark is essential for assessing infrastructure improvements aimed at
developing national currencies and promoting dedollarization. Such a benchmark
is crucial for cross-country comparisons, helping to identify potential directions for
further development in this sphere among the BRICS countries. Today, the experiences
of ASEAN nations represent some of the most successful and mature examples of
this type of architecture beyond the traditional currency zones of the dollar and
euro. Accordingly, this study examines the progress of the BRICS countries in light

t  Settlement currency, or invoicing currency, is the currency in which the prices of traded goods are
specified in contracts.
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of ASEAN achievements to highlight both common patterns and potential areas for
growth.

This paper examines the transformation of institutional and infrastructural
frameworks for the use of national currencies in the BRICS countries. While there is
some empirical evidence of the positive impact of these changes on the use of national
currencies, such evidence lies beyond the scope of this study and will be explored in the
course of further research.

The scientific contribution of this study lies in its comprehensive analysis of
dedollarization processes in the BRICS countries, which enabled the consolidation of
scattered data and the description of the holistic architecture of efforts taken by the
BRICS nations to promote the use of their national currencies. The collected data not
only reveal general patterns and structural contradictions in this process, but also
allow for a comparative analysis that draws on the experiences of regional alliances,
primarily, ASEAN.

2. The use of national currencies in trade

The use of national currencies in cross-border settlements—both among group
members and with other states—is a key policy direction for enhancing the liquidity
of national currencies. The concept of scaling up settlements in national currencies
among the BRICS countries was first articulated back in 2010 [Morozkina 2024]. Then
the agreements were formalized in 2017, following the Xiamen Summit, when the
nations agreed “to enhance currency cooperation, consistent with each central bank’s
legal mandate, including through currency swap, local currency settlement, and local
currency direct investment...”.2 Over the past eight years, the countries have made
significant progress in this area, resulting not only from the agreements reached, but
also from the changing geopolitical context.

Table 1 (p. 11) presents agreements on settlements in national currencies among
the BRICS countries, both within the alliance and with other states. Notably, China
is a party to relatively few official agreements with partner states, yet it conducts
trade in its own currency more actively than the other countries, providing evidence
of the yuan’s sufficient stability and liquidity and underscoring its importance in
the international arena. India is not a party to many official agreements on trade in
national currencies either, as it primarily conducts settlements in national currencies
through the opening of Special Rupee Vostro Accounts (SRVA), which is formally a
different mechanism.

2 IX BRICS Summit—Xiamen Declaration (Xiamen, China, September 4, 2017). Available at: https:/
www.nKibrics.ru/pages/summit-docs (accessed 17 September 2025).
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Table 1. Official BRICS Agreements on Trade in National Currencies

Brazil Russia India China South | Ethiopia Egypt Iran UAE Indonesia
Africa
Brazil
Russia
India +
China + +
South
Africa
Ethiopia
Egypt
Iran +
UAE + + +
Indonesia + + +
Other Mercosur | Tiirkiye Bhutan | Cambodia African Seychelles Japan
countries Maldives | Thailand countries Kenya South
Mauritius (PAPSS) Korea
Nigeria Malaysia
Thailand
Singapore

Source: developed by the authors based on data in public domain.

Russia is at the forefront of these efforts, compelled by economic sanctions to seek
alternative payment methods that bypass the dollar and shift to the national currencies
(see Figure 1, p. 12). Russia and China have substantially increased the share of settlements
in rubles and yuans; by 2024, more than 90% of their bilateral trade was conducted in
these national currencies.® 90% of mutual settlements between Russia and India are
also conducted in national currencies.* In 2024, Russia and Iran signed a Treaty on
Comprehensive Strategic Partnership, which outlines steps toward increasing the use of
national currencies in mutual settlements.® In addition, Russia currently conducts trade
in local currencies within the BRICS and with other countries, including the Eurasian
Economic Union (EAEU) and Tirkiye.

3 Siluanov indicated the share of settlements in national currencies between Russia and China. RBC.
19.08.2024. Available at: https://www.rbc.ru/rbefreenews/66¢2eb979a79476d04eec4d6 (in Russian)
(accessed 17 September 2025).

*  RF Ambassador: nearly 90% of direct settlements with India are conducted in national currencies.
TASS.10.02.2025. Available at: https:/tass.ru/ekonomika/23095275 (in Russian) (accessed 17 September
2025).

*  Agreement on Comprehensive Strategic Partnership between the Russian Federation and the Islamic
Republic of Iran (Tehran, 17 January 2025). Official website of the President of the Russian Federation.
Available at: http:/kremlin.ru/supplement/6258 (in Russian) (accessed 17 September 2025).
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Figure 1. Currency structure of Russia’s imports and exports
Import payments broken down by currency

100%

90%

80%

70%

2 60%

=
S 50%

%

40%
30%
20%
10%

0%
2019 2020 2021 2022 2023 2024

m Russian rubles m Currencies of sanctioning countries m Other currencies

Export payments broken down by currency
100%
oot 86
80%
70%
~ 60%
5 50%
2
40%

%

30%
20%
10%

0%

2019 2020 2021 2022 2023 2024
Year
m Russian rubles m Currencies of sanctioning countries m Other currencies

Source: Currency Composition of Settlements for Supplies of Goods and Services by Geographical
Areas and by the Currencies of the Countries According to the Order of the Government of the Russian
Federation of 05.03.2022 No. 430-R. Bank of Russia. Available at: https:/www.cbr.ru/eng/statistics/
macro_itm/external_sector/etg/ (accessed 17 September 2025).

China is also actively promoting the use of the yuan in cross-border payments. In
March 2023, the yuan surpassed the dollar for the first time and became the dominant
currency in China’s international settlements.® In addition to active trade with Russia,
where nearly 90% of the bilateral trade is conducted in the national currencies, the yuan

¢ China’s currency rises in cross-border trade but remains limited globally. Goldman Sachs. 26.07.2023.
Available at: https://www.goldmansachs.com/insights/articles/chinas-currency-rises-in-cross-border-
trade-but-remains-limited-globally (accessed 17 September 2025).
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is widely used in settlements with ASEAN countries, with payments in yuan accounting
for 28% of total bilateral trade in 2024.”

Although the Indian rupee accounts for only 1.7% of the global currency turnover,
initiatives undertaken by the Reserve Bank of India (RBI) have substantially strengthened
its role in international settlements. Special vostro accounts have become a key
mechanism for promoting the rupee and facilitating settlements in the national currency.
To date, RBI has authorized 123 correspondent banks from 30 trade partner countries
to open 156 Special Rupee Vostro Accounts (SRVA) in 26 Indian banks for the purpose
of promoting bilateral trade in national currencies. These accounts, opened by foreign
banks in Indian financial institutions, enable cross-border settlements in rupees,
minimizing the need for currency conversions and reducing transaction costs.

Despite the clear advantages, expansion of trade in national currencies faces a
number of challenges. For example, the significant growth in trade between India and
Russia has led to the accumulation of so-called “trapped” rupees in the accounts of Russian
companies in Indian banks. This is explained by trade imbalances: Russian exports
to India, primarily of oil and oil products, substantially exceed imports from India.
Because the rupee is not a freely convertible currency, the use of the funds accumulated
by Russian companies is restricted. India and Russia have developed new mechanisms
to address this problem. For example, an agreement has been signed, which enables the
use of the rupees for settlements specifically in the area of military equipment. The two
countries are considering the expansion of this mechanism to other sectors, including
oil trade, and are also negotiating investment options for the accumulated rupees within
the Indian economy or their conversion into other currencies. In addition, the central
banks of India and Russia are working together to establish a reference rupee/ruble
exchange rate to enable settlements independent of the US dollar in order to simplify
the transactions. Furthermore, nearly 90% of settlements between Russia and India are
already conducted in their national currencies demonstrating successful adaptation of
the two countries’ payment systems.

Brazil is primarily promoting the use of the real for cross-border settlements with
Mercosur countries through the Local Currency Payment System (SML), an international
payment platform that facilitates transactions in national currencies under bilateral
agreements. This system makes transactions simpler and cheaper by allowing payments
directly in local currencies without conversion into dollars, thus mitigating currency
risks and lowering transaction costs. At present, the system is widely used for bilateral
payments within the alliance. However, further development of payment systems in
Latin America is constrained by the absence of genuine regional economic integration
and by the prioritization of financial deregulation, which is counter to the very logic of
establishing such regional mechanisms [Bruchanski 2025].

Within BRICS, Brazil is actively promoting settlements in national currencies with
China and Russia. In 2023, it signed an agreement with China to facilitate transactions

7 ASEAN, China promote cross-border payments. VietnamPlus. 26.04.2025. Available at: https:/
en.vietnamplus.vn/asean-china-promote-cross-border-payments-post318203.vnp (accessed
17 September 2025).
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in national currencies.® In Brazilian-Russian trade, nearly 10% of payments are made in
respective national currencies. Of these, approximately 40% of payments by Russian
importers are first converted into yuans and then into reals through correspondent
accounts at Chinese banks.

Other BRICS countries are not so active in promoting international settlements in
national currencies. South Africa and Ethiopia are primarily focused on developing their
national currencies for payments within Africa, with various regional payment systems
currently being introduced. Indonesia conducts trade in rupiahs with both India and
China, as well as with ASEAN countries, through international payment systems. The
UAE is facilitating the use of the dirham in bilateral trade, particularly within the energy
sector. Egypt announced that, effective February 2024, it will discontinue the use of the
US dollar in international trade, shifting to settlements in national currencies instead.

Although most BRICS countries aim to expand the role of their respective currencies,
these currencies still lag significantly behind the yuan. This fact reflects a fundamental
characteristic of international currencies: their use is subject to scale effects, creating
strong path-dependence. The current US dollar-dominated financial ecosystem creates
significant entry barriers. The example of China shows that transition toward a more
diversified international currency system largely depends on the strategic adaptation
and adoption of existing institutional models. Such infrastructure enhances the
international attractiveness of a national currency, reduces transaction costs and
external dependencies, without jeopardizing financial stability [Zucker-Marques 2025].

ASEAN countries have also started to pursue policies to increase the use of national
currencies in cross-border settlements. At the 42nd ASEAN Summit held in Indonesia
in 2023, member states agreed to promote the use of national currencies in transactions
and to enhance the regional payment infrastructure. This initiative aims to reduce
the reliance on the US dollar. Key measures include the establishment of a framework
for local-currency transactions and the introduction of a unified QR-based payment
system among several countries to improve financial accessibility for households and
small businesses. In addition, bilateral agreements are being increasingly concluded.
For instance, at the 46th ASEAN Summit in Kuala Lumpur in May 2025, China and
Indonesia signed an agreement on settlements in their national currencies,’ representing
a significant step away from the US dollar.

3. Establishment of currency swap lines between central banks

One of the widely used policies today is the establishment of swap lines between central
banks of different countries to facilitate access to liquidity. Swap lines between central
banks reduce the risk of liquidity shortages and the likelihood of a foreign currency
deficit in the recipient country’s banking system. They enable banks to invest more

8 China, Brazil to trade in local currencies. The State Council information Office of the People Republic
of China. March, 2023. Available at: http://english.scio.gov.cn/internationalexchanges/2023-03/31/
content_85203377.htm (accessed 17 September 2025).

° R Code Connectivity. The People’s Bank of China. 28.02.2025. Available at: http://www.pbc.gov.cn/en
/3688110/3688172/5552468/5837101/index.html (accessed 17 September 2025).
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actively in assets denominated in the partner country’s currency, as swap lines provide
access to the necessary currency and lower funding costs [Hao, Wang 2022. P. 173].

The number of bilateral swap lines increased from 25 in 2000 to 175 by late 2023.°
China has become a key driver of the globalization of currency swap lines: in order to
enhance the global liquidity of the yuan, it has actively pursued bilateral currency swaps
[Siddiqui 2021. P. 56]. At present, more than 30 bilateral currency swap agreements are
in force. In Brazil, Cambodia, and Serbia, as well as in several other countries, new yuan
clearing banks have been established. In total, 31 countries and regions have authorized
settlements in the yuan, thereby supporting the long-term expansion of its use in
international trade. Other BRICS countries have so far been less active in establishing
currency swap lines, with India and Indonesia emerging as the leading actors in this area.

Grouping currency swap lines into multi-party pools involving several central banks
is a common practice. One example is the Contingent Reserve Arrangement (CRA), a key
financial institution of BRICS established in 2014 to strengthen the financial stability of
member countries and provide mutual support in the event of currency and payment
crises.

The initial capitalization of the CRA amounted to USD 100 billion. The mechanism
allows member countries partial access to their contributions through a simple
application process, thereby providing rapid financial support when needed.

The CRA is known to provide funding on more favorable terms, than the IMF.
However, there is a certain linkage between the two institutions regarding access to
CRA resources:

e 30%of amember’s CRA limit is available without prior approval from the IMF;

e Accessing funds beyond the 30% limit requires prior agreement with the IMF. In

other words, drawing the majority of CRA resources entails applying to the IMF
and accepting its conditions.

Although the CRA has never been activated to provide actual financial support, the
mechanism was tested in 2024 for the seventh time. This demonstrates its technical
maturity and operational readiness when needed. Official BRICS Declarations have
frequently emphasized the strategic importance of the CRA as an instrument of collective
financial security and as an alternative to existing international financial institutions.
For instance, the BRICS Kazan Declaration' highlights the significance of the CRA
mechanism and the need for its further development. The 2025 Declaration'? emphasizes
the progress made in refining the mechanisms, including the expansion of the currency
basket and the participation of new members, underscoring the CRA’s central role in
advancing a multilateral and sustainable financial system within BRICS.

10 Volkova, O., 2024. Global network of central banks’ liquidity. Econs. 10.06.2024. Available at: https://
econs.online/articles/ekonomika/globalnaya-set-likvidnosti-tsentralnykh-bankov/ (in Russian)
(accessed 17 September 2025).

1 XVI BRICS Summit—Kazan Declaration (Kazan, Russian Federation, October 23, 2024). Available
at: https://www.nkibrics.ru/pages/summit-docs (accessed 17 September 2025).

2 BRICS Summit—Rio-de-Janeiro Declaration (Rio-de-Janeiro, Brazil, July 6, 2025). Available at: http:/
static.kremlin.ru/media/events/files/ru/gvTArk Wauqwuryk9xzLt3Huul7ZEBmqrC.pdf (in Russian)
(accessed 17 September 2025).
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In the context of developing a global liquidity network, ASEAN countries can serve
as a benchmark for BRICS nations. An example of such a pool of swap lines is the Chiang
Mai Initiative Multilateralization (CMIM), which brings together the central banks of
the ASEAN+3 countries. Initially, the CMIM was a network of bilateral currency swap
agreements established in May 2000 in response to the Asian financial crisis. In 2010,
it was transformed into a multilateral framework to enable better-coordinated and
systematic decision-making. The initial joint swap limit was USD 120 billion; in 2014, it
was increased to USD 240 billion.

The CMIM incorporates a linkage to the IMF as a condition for full access to swap
lines, supplementing IMF loans and protecting the reserves of member countries. In
response to the 1997 experience, the member states sought to establish their own regional
financial security system to reduce dependence on the IMF. The IMF De-Linked Portion
(IDLP), representing the share of funds accessible without IMF authorization, has become
a key feature of the arrangement, gradually increasing from 10% in the early 2000s to
40% in 2019. The increase in the IDLP was accompanied by the development of regional
surveillance through the integration of economic review and policy dialogue (ERPD) and
the establishment of an independent institution—the ASEAN+3 Macroeconomic Research
Office (AMRO) in 2011. Strengthening regional surveillance and the implementation of
CMIM conditions were key factors driving the increase in the IDLP. In 2023, member
states initiated further research on the possibility of expanding the IDLP, aiming to
balance the preservation of currency reserves with the objective of enhancing the
regional mutual assistance mechanism.

Notably, ASEAN member countries are engaged in more than a hundred bilateral
swap agreements [Bahaj et al. 2024], in which they serve as the currency-issuing nation.
Almost all of these agreements were concluded under the CMIM framework, with the
second currency in each case being exclusively the US dollar. Outside the CMIM, swap
agreements denominated in national currencies remain rare among ASEAN countries.

BRICS countries participate in somewhat fewer swap agreements—approximately
70, of which 20 were concluded under the CRA and involve the US dollar. Around 30
agreements were established within other frameworks, such as CMIM and SAARC, while
the remaining 17 are bilateral swaps denominated exclusively in national currencies.
Thus, despite progress in financial market integration—illustrated by the opening of
16 currency swap lines by BRICS central banks in 2022-2023—and the expansion of
instruments to promote local currency liquidity, the BRICS network of currency swap
agreements remains smaller in scale and less extensive in cooperative reach compared
with ASEAN.

4. Development of national payment systems

The development of national payment systems and financial messaging platforms
represents another direction of developing sovereign financial architecture. Such
infrastructural solutions help governments reduce reliance on foreign payment
systems, access to which may be restricted for geopolitical reasons. In addition, national
systems improve the efficiency and reduce the costs of both domestic and cross-border

16 Anastasia Podrugina, Violetta Romanova
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settlements, and also strengthen the role of national currencies in domestic markets and
international trade.

BRICS countries are actively developing their own financial messaging systems for
cross-border settlements, including Russia’s SPFS, China’s CIPS, India’s SFMS, and Iran’s
SEPAM. These systems are integrated into international trading processes, providing an
alternative to global platforms, such as SWIFT, and enhancing the autonomy of financial
operations. For instance, SPFS serves as the primary channel for domestic Russian
transactions and is also accessible to foreign participants; as of late 2024, it included
584 users, with the volume of transferred messages reported to have increased by 23%.1
The number of direct participants in China’s CIPS, designed for cross-border yuan
payments, grew to 168 in 2024, while the total network of participants now includes over
4,800 banks across 119 countries. Other countries without national financial messaging
systems are developing regional trade mechanisms in international currencies outside
of SWIFT, such as Brazil’s Local Currency Payment System (SML). In addition, ASEAN
countries, alongside their active use of CIPS, have adopted the Local Currency Settlement
Framework.

Payment systems are also actively developing in the BRICS countries, with some
extending their functionality abroad. These include Russia’s Faster Payment System
(FPS), Brazil’s PIX, India’s UPI, China’s UnionPay, South Africa’s RPP (pilot stage),
Ethiopia’s EthSwitch, UAE’s Aani, Egypt’s InstaPay, Indonesia’s BI-Fast, Iran’s Shetab.
The UPI has become India’s leading digital payment system, processing more than 15
billion transactions per month and accounting for nearly 82% of the total digital payment
volume [Cornelli et al. 2024]. At the same time, India continues to develop other payment
systems, such as NEFT, IMPS, and RTGS, which enable rapid and secure transactions.
China’s UnionPay also faces strong competition from private-sector platforms, including
WeChat Pay and Alipay. Brazil’s PIX processes over 6 billion transactions per month,
totaling nearly 2.9 trillion reals, with the majority of transactions occurring in the B2B
segment, while government operations (G2G) account for only 5 billion reals per month.

The proactive development by BRICS countries of both international and domestic
payment systems reflects the emergence of an alternative financial ecosystem. This
process aims to enhance the resilience of national economies, mitigate the risks associated
with sanctions, and establish independent channels to support the expanding volume of
mutual trade and investment.

Another important direction in the development of cross-border payment systems
in national currencies is the advancement of central bank digital currencies (CBDCs)
and the facilitation of payments within this framework. BRICS countries are actively
working to introduce and enhance CBDC-based payment systems in order to strengthen
confidence in their national currencies and attract investment. Digital currencies have
the potential to significantly facilitate cross-border payments, reduce trade barriers, and
lower transaction costs. China has emerged as the leader in this area.

At present, BRICS countries are developing projects that involve independent
settlement and depository infrastructure, as well as the cross-border payment initiative

13 2024 Annual Report of the Bank of Russia.
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BRICS Bridge, which constitutes one of the elements of the agreements on advancing
cross-border payments under the 2024 Kazan Declaration.'* The BRICS Bridge system
is an analogue to the concurrently developed mBridge system, which was created by
the Hong Kong’s Bank for International Settlements Innovation Hub, the Hong Kong
Monetary Authority, the Bank of Thailand, the Digital Currency Institute of the People’s
Bank of China, and the Central Bank of the United Arab Emirates. By the end of 2024,
mBridge had reached the stage of a minimum viable product (MVP). However, in early
2025, the Bank for International Settlements withdrew from the project.

Another BRICS payment initiative is the BRICS Pay system, which is designed to
simplify payments for travelers. The initiative was proposed by South Africa at the
beginning of its presidency in BRICS in 2018;' its importance has been subsequently
emphasized in many BRICS documents, including the 2025 Brazil Declaration.’® At
present, no information is available regarding the launch of the system.

At the same time, ASEAN countries already possess a well-developed institutional
framework for international payments, largely supported by initiatives from Southeast
Asian central banks. The Regional Payment Connectivity (RPC), launched in late
2022, serves as a key cooperative mechanism, enabling direct payments in national
currencies and thereby reducing transaction costs and processing times. Moreover,
the system also covers private retail transactions, thereby simplifying settlements,
reducing costs, and improving financial accessibility for small and medium-sized
businesses [AMRO 2025]. The RPC builds on a multilateral integration of national
payment systems. The initiative was supported by eight ASEAN countries, including
Indonesia, Malaysia, the Philippines, Singapore, and Thailand, which in 2022 signed
a memorandum aimed at expanding regional integration of payments in national
currencies and reaffirmed their commitments at the ASEAN Summit in 2023.

The ASEAN Summit in Jakarta in September 2023 initiated work on the Digital
Economy Framework Agreement, designed to enhance cooperation in digital trade,
cross-border electronic commerce, and settlements, including digital payments. Initially,
the RPC was based on bilateral integration of national payment systems; however, with
support from the BIS Innovation Hub, the system evolved into a multilateral framework
and was renamed the Nexus Project.

Unlike ASEAN, which already has a functioning institutional payment infrastructure,
BRICS remains at the stage of developing an independent settlement and depository
system, as well as cross-border payment initiatives.

14 XVI BRICS Summit—Kazan Declaration (Kazan, Russian Federation, October 23, 2024). Available
at: https://www.nkibrics.ru/pages/summit-docs (accessed 17 September 2025).

15 BRICS Business Council Annual Report 2023/24. Johannesburg: BRICS Business Council, 2024. 89 p.
Available at: https://bbf2a463-6e2c-4484-b1bl-b55a3678d857.selstorage.ru/BRICS_ar_2024.pdf (accessed
17 September 2025).

16 BRICS Summit—Rio-de-Janeiro Declaration (Rio-de-Janeiro, Brazil, July 6, 2025). Available at: http:/
static.kremlin.ru/media/events/files/ru/gvTArk Wauqwuryk9xzLt3Huul7ZEBmqrC.pdf (in Russian)
(accessed 17 September 2025).
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5. Development of financial markets in national currencies

Beyond establishing the infrastructure for settlements in national currencies, it is
essential that these currencies are backed by deep and liquid financial markets. The
development of national financial markets is a complex challenge, which requires
coordinated action at both the national and international levels.

In addition, a well-developed financial sector serves as a key catalyst for sustainable
economic growth, playing a crucial role in mobilizing resources, facilitating the optimal
allocation of capital across the economy, and distributing risks among economic agents.

The development of financial markets in national currencies in developing countries
significantly enhances financial stability and reduces vulnerability to external shocks,
as can be supported by empirical analysis [Park et al. 2021]: during crises, countries
that actively develop bond markets in their national currencies exhibit lower financial
vulnerability across six indicators, including currency devaluation and exchange rate
volatility. Moreover, it contributes to the reduction of global imbalances, improves risk
allocation, and supports the financing of long-term investments, thereby supporting
sustainable economic growth. An important aspect of this process is the dedollarization
of national financial systems, which reduces an economy’s reliance on foreign currencies
and enhances its resilience to external shocks. The development of capital markets
in national currencies also helps to strengthen economic sovereignty [Arnold 2025],
enabling governments to pursue independent monetary policy in line with national
interests.

Therefore, given the key role of the financial sector in ensuring macroeconomic
stability, supporting long-term growth, and promoting the use of national currencies,
the development of deep and liquid capital markets is a strategic priority for developing
countries.

On the one hand, each country independently implements a set of domestic reforms
aimed at developing national capital markets, including establishing a predictable
macroeconomic environment, strengthening property rights and the judicial system,
and developing financial infrastructure, such as payment systems, credit bureaus
and depositories, etc. On the other hand, the success of these efforts often depends
on international cooperation and support. Multilateral institutions, such as the
World Bank, regional development banks (for example, the ADB, EBRD, and AIIB),
and the IMF, provide technical assistance and project financing and facilitate the
dissemination of best practices. In addition, initiatives such as the establishment of
regional centers and funds help diversify the investor base and deepen the market
liquidity, thus promoting the more sustainable integration of developing markets into
the global financial system.

Development banks can play an important role in the development of national capital
markets, if they use national currencies both for lending and for the issuance of their
own debt securities. The Asian Development Bank has been very active in this area:
over the past 20 years, it has significantly expanded financing in the local currencies
of Asian and Pacific countries. Today, nearly one-third of its loans to the private sector
are denominated in local currencies, including the Thai baht, the Indian rupee, and the
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Chinese yuan. As of October 2024, total local currency financing has exceeded USD 3.75
billion, and the share of such loans is expected to increase to 50% in the coming years."”
ADB’s bonds settled in US dollars but denominated in local currencies have become an
important innovation. They allow international investors to avoid the transaction costs
associated with direct settlements in “inconvenient” or non-freely convertible currencies,
and so increase the attractiveness of these instruments (while the entire currency risk
remains with the investor). In parallel, the ADB is expanding national currency financing
to sovereign borrowers, representing a significant step forward in financial innovation
and sustainable development of the region.

The New Development Bank (NDB) of the BRICS provides loans and grants in the local
currencies of its member countries, such as rubles, yuans, and rands. The bank plans to
increase the share of financing provided in BRICS currencies from the current 25% to
30% in 2026.18

The NDB provides loans in local currencies through two channels: by issuing debt
instruments in the national currencies of its member states and by using currency
swaps with highly rated counterparties, which allows it to obtain the required currencies
without direct accumulation of reserves. At present, slightly more than a quarter of the
NDB’s total loan volume is denominated in US dollars. At the same time, the bank limits
its net open position in dollars to USD 20 million to minimize currency risks and ensure
stability. Such practice enhances the creditworthiness of projects and reduces borrowers’
currency risks under the conditions of uncertainty.

The Asian Bond Fund 2 (ABF2), set up in 2005 and now well-established in
international markets, is another example of a successful policy aimed at supporting
national capital markets. The initiative was designed to promote the development of local
currency bond markets through investments in domestic bond funds.

ABF2 is designed with a low credit risk level and includes government bonds as well
as quasi-government obligations denominated in the national currencies of eight Asian
markets: China, Hong Kong, Indonesia, Malaysia, Singapore, South Korea, Thailand, and
the Philippines. One key purpose of ABF2’s establishment was to provide an effective and
accessible tool for entering local bond markets to increase the region’s attractiveness to
foreign investors.

In 2017, the Xiamen Declaration' of the BRICS countries endorsed the initiative to
establish a local currency bond fund, which would operate similarly to the Asian Bond
Fund 2 (ABF2). The Strategy for BRICS Economic Partnership to 2025% also supports the

7" DBand Local Currency Financing: A 20-Year Journey. Asian Development Bank. 10.02.2025. Available
at: https://www.adb.org/news/features/adb-and-local-currency-financing-20-year-journey (accessed
17 September 2025).

3 BRICS New Development Bank expands local currency lending and green finance. TV BRICS.

11.07.2025. Available at: https:/tvbrics.com/en/news/brics-new-development-bank-expands-local-
currency-lending-and-green-finance/ (accessed 17 September 2025).

¥ IX BRICS Summit—Xiamen Declaration (Xiamen, China, September 4, 2017). Available at: https://
www.nkibrics.ru/pages/summit-docs (accessed 17 September 2025).

20 Strategy for BRICS economic partnership to 2025. November 2020. Available at: https:/www.
economy.gov.ru/material/file/3a71260309ef290a0cfa3fe698a55e83/Strategy%20for%20BRICS%202025.
pdf (accessed 17 September 2025).
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creation of such fund. However, despite the articulated need and related plans, the fund
has not yet been established.

At the 2025 BRICS Summit, Brazil proposed an initiative to establish a guarantee
fund, supported by the NDB, aimed at attracting investment to the BRICS countries.? This
initiative, mirroring the Multilateral Investment Guarantee Agency (MIGA), has received
technical approval from the member states and is now awaiting formal approval from the
finance ministers of the BRICS countries. The establishment of the fund does not entail
any additional capital contributions from the participants, as it will be financed from
the NDB’s existing resources. The exact amount of the initial funding is not disclosed,
but officials involved in the negotiations estimate that each dollar of guarantees from the
NDB could leverage five to ten dollars of private capital for pre-approved projects. The
technical preparation for establishing the fund is expected to be completed by late 2025,
which will allow guarantees to be provided to pilot projects starting in 2026.

There are also other initiatives under BRICS cooperation in the financial sector.
In 2010, an interbank BRICS cooperation platform was launched. Participants include
the key development banks, such as the Brazilian Development Bank (BNDES), the
Russian State Development Corporation (VEB.RF), the Export-Import Bank of India
(Exim Bank), the China Development Bank (CDB), and the Development Bank of South
Africa (DBSA). The key objectives of the mechanism are to develop and strengthen
economic and investment cooperation among the countries, support long-term interbank
collaboration, and provide banking and financial services for investment projects.
Within the framework of the agreement, the countries aim to expand trade and economic
cooperation, primarily through financing and settlements in their national currencies,
thereby reducing reliance on the US dollar and euro. During meetings held under the
agreement, a decision was made to establish the NDB and the CRA.

Another BRICS initiative is the BRICS Exchange Alliance, which aims to foster
cooperation and coordination among BRICS stock exchanges. Its primary goal is to
enhance cross-border investments, facilitate capital flows, and strengthen the integration
of capital markets within the alliance. However, no public information is currently
available regarding the mechanism’s operations.

6. Conclusion and discussion

Developing the architecture for dedollarization in the BRICS countries is a dynamic
process aimed at strengthening financial sovereignty, reducing reliance on the
US dollar, and enhancing the resilience of national economies to external shocks.
Despite significant differences in the development of financial markets and numerous
domestic and international challenges, BRICS is demonstrating steady progress
toward the establishment of an alternative financial ecosystem based on the use of
national currencies. At the same time, despite the general dedollarization rhetoric,
the motivations and strategic interests driving the shift away from the dollar differ
significantly across BRICS countries. For China, this process is part of a geopolitical

2t Russia has supported the idea of establishing a BRICS guarantee fund. RIA Novosti. 04.07.2025.
Available at: https:/ria.ru/20250704/fond-2027259169.html (in Russian) (accessed 17 September 2025).
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strategy aimed at shaping a multipolar world and advancing the yuan as a global
reserve currency. Russia, facing the sanctions pressure, is seeking alternative
instruments, primarily through the promotion of national currencies. For other
BRICS economies, the key motivation lies in reducing transaction costs and currency
risks. These divergent national incentives within the alliance, however, are hindering
deeper and more effective cooperation among the BRICS countries in advancing
dedollarization.

At present, many elements of the proposed infrastructure that could significantly
enhance the use of national currencies have not yet been implemented, including the
sovereign bond fund, BRICS Bridge, the Exchange Alliance, etc.

The experience of other regional alliances, such as ASEAN, provides an important
reference point for BRICS, demonstrating that successful dedollarization requires
well-developed institutional infrastructure, coordinated action, and the integration of
financial markets.

The practical significance of this research lies in identifying the key structural
weaknesses of the dedollarization process within the BRICS, which require priority
attention when building further cooperation in the financial sector. A key challenge
remains the lack of major practical infrastructural solutions that could serve as a driver
for intensifying the use of the BRICS countries’ national currencies both within the
alliance and with third countries.

The prospects for further development of the dedollarization architecture within
BRICS are associated with the implementation of already announced initiatives, as well
as the introduction of CBDCs and the development of digital financial infrastructure,
which can ensure fast and secure cross-border settlements. In the long term, the
success of dedollarization will depend on the ability of the BRICS member states
to develop their own financial markets and enhance the level of mutual financial
integration.
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