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Abstract

This paper examines China’s role in transforming the contemporary
international financial system. It explores the key factors driving the
internationalization of the yuan, including China’s economic growth,
the expansion of trade and credit, the development of infrastructure for
international settlements, and the introduction of the digital yuan (e-CNY).
Special focus is put on China’s institutional initiatives, such as the Asian
Infrastructure Investment Bank (AIIB) and the BRICS New Development Bank,
as well as the CIPS system as an alternative to SWIFT. The yuan’s strategic
role is highlighted in the context of the Belt and Road Initiative and for the
development of regional currency blocs. The potential and limitations of the
yuan’s internationalization are analyzed, including government control over
capital markets, limited convertibility, and the level of international confidence
in the currency. The paper shows that China is steadily creating conditions for
the yuan to become a key international currency, influencing the development
of a multipolar and technologically integrated global financial system.
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Introduction

The contemporary global monetary and financial system is undergoing a structural
transformation, which is determined by a combination of macroeconomic shifts,
geopolitical factors, and accelerated development of financial technologies. For most
of the postwar era, the US dollar has maintained a dominant position, functioning as
the main settlement, reserve, and investment currency, and forming the foundation of
global financial liquidity [Eichengreen 2011; Chinn et al. 2024]. The stability of the dollar-
centric model was supported by the scale of the US economy, the depth of its financial
markets, and the institutional framework built around the Bretton Woods system and
its subsequent modifications [Eichengreen 2011].

However, since the early 21st century, processes of diversification in the global
monetary system have intensified. The 2008 global financial crisis, along with
subsequent shocks, exposed the vulnerabilities of the existing architecture and
motivated governments to examine alternative settlement mechanisms and reserve
assets [Eichengreen 2011; International Monetary Fund 2023]. In this context, the
role of emerging economic centers—primarily China, which over recent decades has
become the world’s second-largest economy, a leading exporter, and a key player in
international lending—has increased [Drysdale et al. 2017; International Monetary
Fund 2023].

China’s economic rise objectively raises the question of its role in the transformation
of the global financial system. China has surpassed the US in GDP measured in purchasing
power parity and holds the leading positions in global trade [International Monetary
Fund 2023]. However, the international role of the Chinese yuan remains limited, as
its share in foreign exchange reserves still lags far behind that of the dollar and euro
[International Monetary Fund 2025]. This gap between the country’s economic weight
and the level of internationalization of its national currency draws particular attention
and requires a more detailed analysis.

This paper aims to assess China’s role in transforming the global financial system
through the lens of the yuan internationalization as a key instrument of financial
policy. For this purpose, the stages of the yuan internationalization are examined in the
context of the evolution of China’s financial policy, with a focus on the role of institutional
mechanisms—primarily the Asian Infrastructure Investment Bank (AIIB) and the BRICS
New Development Bank—as well as the CIPS payment infrastructure in expanding the
international use of the yuan. Particular attention is given to the digital yuan (e-CNY)
as a new instrument for transforming international settlements. In addition, the paper
analyzes the constraints and structural limitations of the yuan’s influence on the
processes of reforming the global financial system.

Therefore, this study does not aim to document the increase in the yuan’s international
use, but rather to identify qualitative changes in international settlement and financing
mechanisms related to China’s financial strategy, and to assess their significance for the
transformation of the existing global monetary and financial architecture.
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Stages of yuan internationalization

China’s policy of the yuan internationalization is strategic and long-term, combining the
gradual expansion of the yuan’s role in the international arena with tight government
control over financial flows [Subacchi 2016; Eichengreen et al. 2024]. The evolution of the
yuan as an international instrument reflects China’s key strategic objective of becoming
amajor financial power (&8 [El) [Subacchi 2016; Drysdale et al. 2017].

Several key milestones can be identified in the process of the yuan's emergence
as an international settlement currency. Between 2008 and 2010, in the context of the
global financial crisis, China took its first steps to promote the yuan internationally. The
country sought to reduce its reliance on the US dollar and to develop infrastructure for
settlements in its national currency. During this period, offshore yuan centers were
established in Hong Kong, London, Singapore, and Frankfurt, providing international
investors with offshore access to the Chinese currency [Subacchi 2016]. At the same time,
the Qualified Foreign Institutional Investor (QFII) program was introduced, allowing
foreign investors to purchase securities on China’s domestic market. The practice of
establishing currency swap lines with the central banks of other countries also began
to be actively used, aiming to enhance yuan liquidity and strengthen confidence in the
currency [Siddiqui 2021].

Between 2011 and 2015, the yuan became increasingly integrated into international
trade and investment operations. The expansion of international settlements was
accompanied by the establishment of new swap lines with foreign central banks to
ensure cross-border liquidity [Kuznetsov 2017; Siddiqui 2021]. China also developed
a cross-trade mechanism—the Shanghai-Hong Kong Stock Connect—which enabled
foreign investors to trade shares of Chinese companies directly [Subacchi 2016]. National
institutions supporting trade and investment, including the China Development Bank
and the Export-Import Bank of China, actively facilitated the internationalization of
the yuan [Subacchi 2016; Drysdale et al. 2017]. These measures gradually strengthened
confidence in the yuan as a settlement and investment currency, paving the way for its
further internationalization.

2015 marked the beginning of a period of strengthening the yuan’s international
role. It was officially recognized at the global level when the International Organization
for Standardization assigned it the ISO 4217 code, and the International Monetary Fund
included it in the Special Drawing Rights (SDR) basket, thereby formally acknowledging
the yuan as a key global currency alongside the US dollar, euro, pound, and yen
[International Monetary Fund 2025].

At the same time, a financial infrastructure for international yuan settlements was
developed. International clearing centers and payment systems emerged, the most
prominent of which is the China International Payment System (CIPS), allowing cross-
border settlements in yuan and thereby reducing reliance on SWIFT and improving the
speed and transparency of payments [China International Payments System 2024].

International confidence in the Chinese currency has been growing, as evidenced
by the interest of foreign central banks, many of which have begun to include the yuan
in their foreign exchange reserves. This process demonstrates the yuan’s gradually
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strengthening position as a settlement and reserve currency and reflects China’s
strategic objective of securing its national currency’s role within the global financial
system [Subacchi 2016; International Monetary Fund 2025; Drysdale et al. 2017; China
International Payments System 2024].

Therefore, the internationalization of the yuan is progressing gradually through
a combination of market initiatives and institutional policies. China is not pushing its
currency onto international markets, but is taking measured steps while maintaining
control over capital flows and ensuring macroeconomic stability [Subacchi 2016; Asian
Infrastructure Investment Bank 2025; Drysdale et al. 2017; China International Payments
System 2024; People’s Bank of China 2022]. This approach reflects China’s strategic
objective, which is not merely to expand the international use of the yuan, but to create
the conditions for transforming the global financial system and to enhance China’s
influence as a key participant in the global economy [Subacchi 2016; Drysdale et al. 2017;
Eichengreen et al. 2024].

The yuan in international settlements and international reserves

According to the People’s Bank of China’s 2023 report “On the Internationalization of the
Yuan,” the global financial influence of the yuan has been continuously increasing. The
measures to expand offshore lending by China’s domestic banks, as well as the issuance
of bonds on the domestic market by foreign institutions, have continued to improve
the conditions for investment and financing in the yuan. In 2022, the total volume of
cross-border yuan inflows and payments processed by banks on behalf of their clients
reached 42.1 trillion yuan, which is a 15.1% year-on-year increase. Of this amount, cross-
border payments for goods trade accounted for 18.2% of the total volume of cross-border
settlements in yuan and foreign currencies. From January to September 2023, the volume
of cross-border yuan inflows and payments reached 38.9 trillion, representing a 24% year-
on-year increase. Of this, trade in goods accounted for 24.4%, which is 7 percentage points
higher, than in the previous year. In 2024, the volume of cross-border yuan settlements
processed by banks on behalf of their clients reached 64.1 trillion yuan, representing
a 22.6% increase compared to the previous year. Between January and June 2025 alone,
the total volume of cross-border yuan settlements processed by banks on behalf of their
clients amounted to 34.9 trillion yuan, which is 14.0% increase compared to the previous
year. The yuan has already become the world’s second largest currency in trade finance
and the third largest payment currency by total value, and it also ranks third by weight
in the International Monetary Fund’s Special Drawing Rights (SDR) basket [People’s Bank
of China 2025]. This represents the highest level in recent years.

According to the Bank for International Settlements (BIS), in 2022 the volume of
international debt securities denominated in yuan reached USD 173.3 billion, ranking
seventh globally, having moved up two places compared to the previous year. Similarly,
according to SWIFT, by the end of 2022, the yuan accounted for 3.91% of global trade
finance—an increase of 1.9 percentage points compared to the previous year—ranking
third globally. In September 2023, this share rose to 5.8%, placing the yuan second in
global rankings. It further increased to 5.99% in July 2024 and 7.6% in September 2025.
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Enhanced international confidence in the yuan largely reflects the expansion of
offshore financial infrastructure and the establishment of currency swap lines with
foreign central banks [Siddiqui 2021]. These measures help improve yuan liquidity
outside China, mitigate the risks of cross-border operations, and lay the basis for
the gradual transformation of existing international financial frameworks, thereby
reducing reliance on the dollar and developing alternative settlement channels. In 2022,
the People’s Bank of China and the Hong Kong Monetary Authority (HKMA) signed
a permanent currency swap agreement and expanded funding swap arrangements,
thereby strengthening financial cooperation between onshore China and Hong Kong.
Since 2022, new clearing banks have been established in Laos, Kazakhstan, Pakistan,
and Brazil to support the optimization of the yuan’s foreign clearing network. By the
end of 2022, yuan deposits in major offshore markets reached approximately 1.5 trillion
yuan, returning to a historical high. Research conducted by the Bank for International
Settlements showed that over the past three years, the yuan’s share in global currency
transactions increased from 4.3% to 8.5%, moving the Chinese currency from eighth to
fifth place in the rankings [BIS 2025].

However, the yuan’s share in international reserves remains relatively small—less
than 3%—while the dollar accounts for around 58% and the euro approximately 20%
[International Monetary Fund 2025; International Monetary Fund 2023]. In contrast, the
dynamics of international settlements demonstrate a substantial increase in the yuan’s
share: according to SWIFT, in 2024 the yuan ranked third in transaction volume with a
4.5% share, second only to the dollar and the euro [SWIFT 2024].

The growing use of the yuan in international settlements has been accompanied
by the expansion of the QFII and RQFII programmes, which provide international
investors with access to China’s domestic capital markets. This gradually strengthens
confidence in the yuan as a settlement and investment currency, facilitating its further
internationalization [Subacchi 2016; Drysdale et al. 2017].

These processes demonstrate that the internationalization of the yuan is driven by
a combination of institutional initiatives and market mechanisms. The development of
clearing infrastructure, currency swap lines, and financial programmes facilitating
investor integration help the yuan gradually strengthen its position in global settlement
system, laying the basis for gradual transformation of the global financial architecture.

Regional dimension of the yuan’s internationalization

The growing role of the Chinese currency is closely linked to the development of stable
economic and financial ties within geographically and politically significant regions.
Against the background of the dollar’s global dominance, China is actively developing a
“yuan bloc”—a network of countries where the Chinese currency is gradually becoming
a key settlement and reserve instrument. One example is Sino-Russian trade, where the
share of yuan-denominated settlements increased from less than 2% in 2013 to over 40%
in 2025 [RBC 2025].

Similar trends are observed in Central and Southeast Asian countries, the Middle
East, and several African states, where the Chinese currency is becoming not only a
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settlement instrument but also a factor reinforcing economic ties and expanding China’s
political influence.

The internationalization of the yuan is largely driven by specialized regional
financial institutions. The establishment of the Asian Infrastructure Investment
Bank (AIIB) in 2014, which now includes over 100 member countries, has enabled
the use of the yuan to finance transport, energy, and digital projects across the Asian
region [Asian Infrastructure Investment Bank 2025]. At the same time, the BRICS New
Development Bank focuses on multilateral projects using the national currencies
of its member states, providing an alternative to traditional lending channels and
reinforcing the yuan’s position in the international arena [Subramanian, Kessler 2017].
These institutions provide yuan loans, support the development of regional settlement
infrastructure, and strengthen confidence in the Chinese currency as a reliable means
of payment.

China’s regional economic influence is further extended through economic projects
under the Belt and Road Initiative (BRI). Yuan-denominated financing for infrastructure
projects mitigates currency risks for China and its partners by establishing a stable
network of economic and financial linkages. The use of the national currency within
the BRI demonstrates that the internationalization of the yuan serves both economic
and political purposes, delivering strategic influence and economic benefits [Drysdale
etal. 2017].

In addition to direct lending and project financing, China is actively developing
regional settlement and clearing mechanisms. Countries such as Laos, Kazakhstan,
Pakistan, and Brazil are establishing clearing banks to conduct cross-border yuan
settlements, bypassing the dollar and euro. This approach enhances settlement efficiency
and reduces transaction costs [China International Payments System 2024]. Similarly,
China is establishing swap line agreements with the central banks of neighboring
countries to ensure yuan liquidity in regional settlements and to build confidence in the
currency [Siddiqui 2021].

Regional integration is also advanced through trade and financial instruments.
China is actively promoting initiatives to facilitate direct yuan-denominated settlements,
bypassing dollar intermediaries, including the establishment of swap lines between
banks and the creation of joint funds to finance trade transactions. These measures
contribute to the development of a stable settlement network in which the Chinese
currency becomes a key instrument of financial cooperation, while the dominance of the
dollar in transactions gradually declines [Subacchi 2016; Drysdale et al. 2017].

In the long term, a system of regional financial integration is being established, with
the yuan serving not only as a settlement currency but also as an instrument of China’s
economic influence. This model demonstrates that the internationalization of a currency
can not only focus on the global level, but also on regional centers, where economic and
political integration are closely interconnected. Regional cooperation within the yuan
bloc facilitates further transformation of the global financial system, forming alternative
power hubs and reducing the concentration of liquidity denominated exclusively in
dollars [Subacchi 2016; Asian Infrastructure Investment Bank 2025; Drysdale et al. 2017;
Subramanian, Kessler 2017].

72 Yuliya Mamaeva



CONTEMPORARY WORLD ECONOMY. VOL. 3. NO 4(12) 2025

The regional expansion of the yuan entails both economic and political effects. By
using its national currency to finance infrastructure projects and international trade,
China can strengthen its influence in developing countries, foster confidence in its
financial system, and gradually develop a multipolar financial architecture [Drysdale et
al. 2017; Siddiqui 2021]. Therefore, the regional aspects of the yuan’s internationalization
are a crucial element in achieving China’s strategic objective: enhancing its financial
influence and expanding its geopolitical activities through economic and financial
mechanisms.

Regional initiatives, together with the expansion of digital infrastructure and
the development of CIPS, create a synergistic effect of strengthening confidence in
the yuan and promoting its use beyond China. This enables the development of long-
term international cooperation models, in which the national currency serves both
as a settlement centre and an instrument of influence [China International Payments
System 2024; People’s Bank of China 2022]. Thus, regional cooperation not only
facilitates the internationalization of the yuan but also lays the foundation for the
potential further transformation of the global financial architecture by creating stable
alternative lending and settlement channels that are less dependent on the traditional
dollar-based system.

Introduction of the digital yuan

The strategic significance of the yuan’s internationalization becomes particularly
visible in the context of global financial digitalization [People’s Bank of China 2021;
People’s Bank of China 2022; Siddiqui 2021]. The use of the digital yuan enables the
monitoring of cash flows, enhances transaction transparency, and curbs the circulation
of shadow capital. In the long term, central bank digital currencies may facilitate the
development of new models of international financial relations, in which government
control over cash flows and digital assets is significantly higher than at present. China
is demonstrating in practice how the integration of digital technologies with traditional
financial infrastructure can strengthen the role of the national currency and promote
the development of a more technologically integrated global financial architecture
[Siddiqui 2021].

The digital yuan facilitates settlements, reduces transaction costs and enhances
confidence in the currency [People’s Bank of China 2021; People’s Bank of China 2022].
Under the BRI initiative, China is actively testing the e-CNY in bilateral settlements with
its partners, creating the potential for expanding the digital currency network to the
global level [People’s Bank of China 2022; Siddiqui 2021]. These processes demonstrate
that digital transformation is becoming a key instrument for enhancing the role of
the national currency in the international financial system and for developing a new
infrastructure for global settlements with the potential to compete with existing SWIFT
channels [China International Payments System 2024; People’s Bank of China 2022].

The combination of the digital yuan with CIPS lays a basis for the development of a
new international financial infrastructure that can partially compete with traditional
global settlement channels [China International Payments System 2024; People’s Bank of
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China 2022]. The integration of offshore centres, CIPS infrastructure, lending initiatives,
and the digital currency creates a synergistic effect, strengthening confidence in the yuan
and supporting its gradual expansion for international settlements [People’s Bank of
China 2021; People’s Bank of China 2022; Siddiqui 2021].

The political dimension of the yuan’s internationalization is reflected in the
strengthening of China’s role in the international arena. By promoting its national
currency, Beijing gains the ability to influence the financial decisions of other countries,
reduce their reliance on the dollar, and shape new rules of the game. This process is
particularly visible under the Belt and Road Initiative, where yuan-denominated loans
and trade transactions contribute to the creation of a stable network of economic and
political ties [Drysdale et al. 2017]. The yuan is increasingly becoming an instrument of
“soft power,” providing China with a strategic advantage in its relations with developing
countries and facilitating the emergence of an alternative global financial architecture
[Subacchi 2016; Siddiqui 2021].

Limitations and challenges

Despite these positive trends, the internationalization of the yuan faces a number of
constraints. First, and perhaps most fundamentally, China’s financial markets remain
relatively closed: capital flows are strictly regulated, and the yuan exchange rate is
managed by the People’s Bank of China, which limits the freedom of international
investors [People’s Bank of China 2021; People’s Bank of China 2022]. For this reason, the
share of the yuan in global trade is not increasing as rapidly as it could be expected, given
the size of China’s economy. Both capital inflows and outflows remain strictly controlled.
China maintains this tight regulation over capital outflows and offshore accumulation
of yuan-denominated reserves in order to manage the exchange rate, which remains a
fundamental instrument of macroeconomic governance. Uncontrolled capital outflows
from China may have a variety of adverse effects for the national economy, including
exchange rate volatility, a reduction in domestic investment, increased risks of financial
instability, and rising social tension. China’s key objective, therefore, has always been to
maintain a balance between attracting international capital and protecting the domestic
market from potential negative impacts.

Second, given China’s relatively closed domestic financial markets, international
participants remain cautious due to the limited transparency and predictability of the
country’s financial system, including the issues of corporate governance, legislative
regulation, and the accessibility of information [Drysdale et al. 2017; People’s Bank of
China 2022].

Third, the continued dominance of the dollar in foreign exchange reserves
limits both the pace and the scale of international demand for the Chinese
currency [Eichengreen 2011; International Monetary Fund 2025; Eichengreen
et al. 2024]. These factors, along with rising geopolitical risks, challenge the full
internationalization of the yuan and its turning into a key reserve currency.
However, some researchers argue that even the continued control over capital flows
in China will not prevent the yuan from becoming a significant reserve currency. The
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yuan can maintain this status due to China’s trade ties and established clearing and
settlement networks, which facilitate cross-border yuan transactions across diverse
jurisdictions [Eichengreen et al. 2024].

China is not aggressively pushing the internationalization of its currency, but
rather approaches it as a carefully measured and staged process, taking into account
the difficult historical experiences of some other countries that moved too quickly
toward open economies and subsequently suffered systemic crises, such as Thailand,
Indonesia, Malaysia, and a few others in 1997. This gradual approach allows China to
assess the effectiveness of each step and make timely adjustments, while maintaining
full control over financial resources and ensuring macroeconomic stability. Thus,
a cautious approach to the internationalization of the yuan enables the Chinese
government to balance the need for modernization with the protection of its economic
interests.

Future prospects for the internationalization of the yuan

Prospects for further enhancing the yuan’s role in the global financial system are shaped
by a combination of China’s political stability, the depth of its financial reforms, the
extent of international integration, and the dynamics of the global economy. Against the
backdrop of growing interdependence among countries, the digitalization of financial
instruments, and the trend toward multipolarity, the yuan has the potential to gradually
evolve into a key component of the global monetary system [Subacchi 2016; Drysdale
et al. 2017]. The strengthening of the Chinese currency’s role in the global financial
architecture is directly linked to the development of strategic initiatives, such as the
Belt and Road Initiative, as well as to the expansion of infrastructure for international
settlements and lending [Asian Infrastructure Investment Bank 2025; Subramanian,
Kessler 2017]. The use of the yuan for these projects reduces currency risks for China
and its partners, strengthens confidence in the yuan, and facilitates the development of
stable economic ties, gradually reducing the share of the dollar in settlements.

The role of the yuan in the global financial system is strengthening alongside a
gradual decline in the dollar dominance and increasing multipolarity [Eichengreen
2011; Eichengreen et al. 2024; Chinn et al. 2024]. The diversification of central banks’
foreign exchange reserves, the increasing use of national currencies in settlements, and
the development of regional payment systems facilitate a transition to a more balanced
financial architecture. In this context, the yuan is not merely a means of international
settlements, but also a strategic instrument of influence, through which China can shape
alternative financial and political models of cooperation with its partners [Subacchi 2016;
Drysdale et al. 2017].

The persisting dominance of the dollar in foreign exchange reserves and the inertia
of the global financial systems clearly acts as a constraining factor for the expansion of
the yuan’s global use [Eichengreen 2011; International Monetary Fund 2025; Eichengreen
et al. 2024; Chinn et al. 2024]. Under these conditions, China’s strategy is focused on
the gradual expansion of its currency’s role through infrastructure projects, regional
agreements, and the adoption of digital technologies, allowing for steady progress
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without dramatic market disruptions [Asian Infrastructure Investment Bank 2025;
Subramanian, Kessler 2017].

Possible scenarios for the development of the yuan’s international role encompass a
wide range of potential pathways. The optimistic scenario projects gradual strengthening
of the yuan’s position, expansion of digital settlements, and integration into international
financial systems, establishing it as an important component of a multipolar financial
architecture [Subacchi 2016; Siddiqui 2021]. A moderate scenario foresees a limited
increase in the use of the yuan, with the currency being primarily used in the Asian
region and among the BRI partners [Subacchi 2016]. The conservative scenario assumes
the preservation of the current situation, with the yuan maintaining mostly a regional
role and being used to a limited extent in international settlements [Eichengreen 2011;
International Monetary Fund 2025; Eichengreen et al. 2024]. The actual scenario will be
shaped by a combination of economic, financial, and political factors, as well as by the
depth of technological integration and confidence of market participants [Subacchi 2016;
Drysdale et al. 2017; Siddiqui 2021].

Therefore, the strategic role of the yuan in the global financial system is determined by
a combination of economic, financial, and political factors. China is actively establishing
alternative institutions, developing infrastructure for international settlements,
introducing digital technologies, and expanding the geographical scope of the yuan’s
use. However, it faces constraints related to limited convertibility of the yuan, relative
closedness of the domestic financial market, and moderate confidence of international
participants [Subacchi 2016; Siddiqui 2021]. Prospects for further enhancing the yuan’s
role are directly related to the political stability, the depth of financial reforms, the extent
of international integration, and the dynamics of the global economy [Subacchi 2016;
Drysdale et al. 2017].

The long-term consequences of the yuan’s internationalization for the global financial
system are diverse. A strengthened role of the yuan enables the development of a more
balanced and technologically integrated financial architecture, in which key functions
are distributed among several currencies, rather than being concentrated solely on the
US dollar. The process of the yuan’s internationalization is accompanied by increased
confidence in China’s economy and financial system, which in turn promotes international
trade and lending in the national currency. A stronger position of the yuan also influences
the formation of regional currency blocs, with China emerging as the center of economic
and financial integration and its currency serving as the primary settlement instrument
[Asian Infrastructure Investment Bank 2025; Subramanian, Kessler 2017].

Projections regarding the international role of the yuan indicate a gradual evolution
toward a multipolar financial system, in which major currencies distribute the functions
of reserve instruments and settlement media [Eichengreen 2011; Eichengreen et al. 2024;
Chinn et al. 2024]. A strengthened position of the Chinese currency in the global financial
architecture creates conditions for a reduced concentration of liquidity in a single
currency, mitigates systemic risks, and enhances the stability of the global economy
[Eichengreen et al. 2024; International Monetary Fund 2023]. The increased international
use of the yuan also promotes regional integration, expands the infrastructure for
settlements and lending, while the digital transformation provides a technological
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foundation to accelerate these processes [People’s Bank of China 2021; People’s Bank of
China 2022; Siddiqui 2021].

Conclusion

The internationalization of the yuan, along with the development of China’s digital
financial infrastructure, reflects the country’s strategic objective: strengthening the
role of its national currency and fostering a multipolar global financial architecture.
The development and gradual expansion of international and regional infrastructure
associated with the yuan is a key element of this strategy. The creation of a network of
clearing centers, integration with CIPS, and the development of offshore yuan centers
increase the liquidity of the Chinese currency and provide additional settlement
channels. In addition, the expansion of currency swap lines with foreign central banks
enhances the stability of cross-border settlements and lays the foundation for gradual
transformations in international settlement and financing standards.

The use of the yuan within strategic initiatives, such as the Belt and Road Initiative,
enables its application in lending and settlements for infrastructure projects, thereby
reducing currency risks and fostering the development of a stable network of partners.
This strengthens confidence in the yuan as both a settlement and reserve currency at the
regional level, while simultaneously expanding China’s economic and political influence.

The development of the e-CNY opens up new opportunities for faster settlements,
enhanced transparency of cash flows, and reduced transaction costs. The potential
integration of the digital currency with international settlement systems provides
a technological foundation for the development of alternative global financial
infrastructure capable of competing with traditional channels, including SWIFT. The
combination of digital instruments with regional initiatives and international financial
institutions creates a synergistic effect, strengthening confidence in the yuan and
promoting its gradual expansion in international settlements.

However, the internationalization of the yuan faces a variety of limitations and risks.
Continued control over capital flows and the relative closedness of the financial markets
constrain both the scale and the pace of the currency’s global integration. The dollar
continues to dominate foreign exchange reserves, and thus limits international demand for
the yuan. Insufficient transparency of the financial system, specific features of corporate
governance, and the regulatory environment contribute to the caution of international
investors. Geopolitical and economic risks, including international tensions and potential
crises, may also temporarily undermine confidence in the Chinese currency.

China’s strategy for the yuan’s internationalization is characterized by an incremental
and holistic approach. A combination of institutional mechanisms, digital technologies,
regional projects, and international initiatives mitigates risks and enables the
development of a stable model for the yuan as an international currency. Strengthening
its position, in turn, creates conditions for a multipolar financial system, in which key
functions are distributed among several currencies, reducing the concentration of
liquidity in a single currency and enhancing the stability of the global economy. Within
this emerging financial system, China aspires to assume a leading role.
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