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Dear colleagues,

The international financial framework has long been a central topic in both academic 
literature and international relations, and it is particularly important today. The growing role 
of major developing countries in the global economy, digitalization, and the corresponding 
transformations in the monetary system, as well as sustainable development challenges 
that require the mobilization of capital—all these trends are reshaping the structure of 
international finance and laying the basis for reforming the architecture established in the 
second half of the 20th century.

However, the contemporary international financial framework remains largely dollar-
centric: the US dollar continues to play a dominant role in reserves, settlements, and financial 
markets. On the one hand, this reflects the currency’s intrinsic characteristics—high liquidity 
and the depth of financial markets; on the other, it is partly explained by historical inertia 
and the network effect. The current global economic and geopolitical environment, as well 
as technological development, are creating conditions for a shift in the existing equilibrium, 
and some dedollarization trends have already been documented in empirical studies.

Large developing economies are at the forefront of changes, both individually and within 
international platforms, primarily BRICS. Within this bloc, approaches to the development 
of an alternative international financial system have been discussed since the first summit in 
2009; however, during South Africa’s presidency in 2023 they gained particular significance. 
Although the need to diversify settlement instruments, explore new financial assets, and 
reshape reserve structures is recognized by all member countries, they vary in their 
approaches and readiness for change; as a result, these initiatives are being adopted gradually 
and are not always implemented swiftly.

The processes described above and the role of BRICS countries in them are the central 
theme of this special issue of our journal. Undoubtedly, it is impossible within a single issue 
to capture all the nuances of the ongoing transformation of the international financial system; 
however, we have focused on key trends and paid special attention to the agenda of Russia’s 
BRICS partners.

The special issue opens with an article by Anastasia Podrugina and Violetta Romanova 
(HSE University, Russia), titled “Developing the Architecture of Dedollarization in the BRICS 
Countries.” It clearly shows that, when analyzing the transformation of the international 
financial system, it is important to distinguish trends across its different dimensions. The 
article explores the use of national currencies in trade, bilateral agreements between central 
banks, and the development of financial instruments denominated in national currencies in 
BRICS member states. The authors conclude that BRICS countries are persistently building 
the necessary infrastructure in these areas, although not all of the initiatives are fully 
operational.

The next two articles are devoted to a detailed historical review of the involvement of 
BRICS countries in initiatives to reform the international financial system. The article “The 
BRICS Countries’ Initiatives for Transforming the International Monetary and Financial 
System” by Bruno De Conti (University of Campinas, Brazil) outlines three major trends 
affecting the transformation of the financial architecture, including changes in the roles of 
individual countries, aggravation of international tensions, and the political will of a broad 
range of countries to transform the current situation. The author notes that the future 
remains uncertain; however, the current moment seems particularly favorable for change. 
In their article “Strategic Dedollarization and BRICS-Led Financial Innovation: Reimagining 
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Global Monetary Sovereignty in a Multipolar World,” Ravinder Rena, Linda Paul, and 
Fulufhelo Godfrey Netswera (Durban University of Technology, South Africa) explore 
trends across BRICS countries, including China, Russia, India, Saudi Arabia, and the UAE. 
The authors recommend promoting greater interaction among BRICS payment systems, 
developing trade settlement instruments denominated in national currencies, enhancing the 
transparency of existing BRICS institutions, and assessing international spillover effects on 
regional financial arrangements, including the African Continental Free Trade Area.

The role of existing multilateral financial institutions in the international financial 
system, as well as a regional perspective on reforming the Global Financial Safety Net 
(GFSN), are discussed in the article by Artem Levenkov (Eurasian Fund for Stabilization and 
Development), “The Role of Regional Financial Mechanisms in the International Monetary 
System.” The author identifies four levels of the GFSN—national, bilateral, regional, and 
global (IMF)—with a particular focus on the regional dimension. He notes that, despite the 
importance of the regional level, far from all countries are engaged in regional financial 
mechanisms, which increases risks to macroeconomic stability. Another issue that should 
be addressed in order to improve the effectiveness of the GFSN is coordination among its 
elements and a clear delineation of mandates.

Discussions of dedollarization trends often include the possibility of replacing one 
global currency with another, and China’s yuan is named as a key candidate for this role. The 
internationalization of the yuan and the development of infrastructure for international 
settlements are discussed by Yuliya Mamaeva (ICCA RAS) in her article “China’s Role in 
Transforming the International Financial System: The Internationalization of the Yuan.” The 
author provides a detailed description of the stages of yuan internationalization, explores 
statistics from the People’s Bank of China, and examines the role of the Belt and Road Initiative 
in the development of financial infrastructure. A special section is devoted to the digital yuan 
as an instrument that reflects current trends in the monetary system and enables a reduction 
in transaction costs in international settlements.

Digitalization is also the focus of the sixth article in this special issue, authored by 
Fui K. Soong (INSAP and CENSE, Malaysia) and titled “An Overview of Malaysia’s Digital 
Currency Ecosystem: Past Traumas or Fear of the Future?”. ASEAN is traditionally regarded 
as an example of best practice in terms of financial integration, and Malaysia’s experience 
as an ASEAN member is of particular interest. The author emphasizes that the Malaysian 
government prefers a cautious, step-by-step approach to the development of its digital 
currency, taking into account the experience of the Asian crisis, the high risks associated 
with geopolitical uncertainty, and the need to maintain the trust of all stakeholders. The 
author argues that ASEAN’s current priority is, rather, the expansion of the use of existing 
national systems.

This special issue was prepared based on the study “Approaches to an Alternative 
International Financial System” as part of “International Academic Cooperation of HSE 
University” project. 

Yours sincerely,

Alexandra Morozkina,
Guest Editor
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Abstract
Developing the architecture of dedollarization in the BRICS countries is becoming 
a key 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 currency1 [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 

1	 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 
Africa

Ethiopia Egypt Iran UAE Indonesia

Brazil  

Russia  

India +  

China + +  

South 
Africa

 

Ethiopia  

Egypt  

Iran +  

UAE + + +  

Indonesia + + +  

Other 
countries

Mercosur Türkiye Bhutan 
Maldives 
Mauritius 
Nigeria 

Cambodia 
Thailand 

African 
countries 
(PAPSS)

Seychelles 
Kenya

Japan 
South 
Korea 

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.3 90% of mutual settlements between Russia and India are 
also conducted in national currencies.4 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.5 In addition, Russia currently conducts trade 
in local currencies within the BRICS and with other countries, including the Eurasian 
Economic Union (EAEU) and Türkiye.

3	 Siluanov indicated the share of settlements in national currencies between Russia and China. RBC. 
19.08.2024. Available at: https://www.rbc.ru/rbcfreenews/66c2eb979a79476d04eec4d6 (in Russian) 
(accessed 17 September 2025).
4	 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).
5	 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 
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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.6 In addition to active trade with Russia, 
where nearly 90% of the bilateral trade is conducted in the national currencies, the yuan 

6	 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 2024.7

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.8 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,9 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).
9	 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 2023.10 
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:

• 	 30% of a member’s CRA limit is available without prior approval from the IMF;
• 	 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 Declaration11 highlights the significance of the CRA 
mechanism and the need for its further development. The 2025 Declaration12 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).
11	 XVI BRICS Summit—Kazan Declaration (Kazan, Russian Federation, October 23, 2024). Available 
at: https://www.nkibrics.ru/pages/summit-docs (accessed 17 September 2025).
12	 BRICS Summit—Rio-de-Janeiro Declaration (Rio-de-Janeiro, Brazil, July 6, 2025). Available at: http://
static.kremlin.ru/media/events/files/ru/gvTArkWauqwuryk9xzLt3HuuI7EBmqrC.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 
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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%.13 
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.



18 Anastasia Podrugina, Violetta Romanova

INTERNATIONAL FINANCE

BRICS Bridge, which constitutes one of the elements of the agreements on advancing 
cross-border payments under the 2024 Kazan Declaration.14 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;15 its importance has been subsequently 
emphasized in many BRICS documents, including the 2025 Brazil Declaration.16 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-b1b1-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/gvTArkWauqwuryk9xzLt3HuuI7EBmqrC.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.17 
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 Declaration19 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 202520 also supports the 

17	 DB and 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).
18	 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).
19	 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.21 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 
21	 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).



22 Anastasia Podrugina, Violetta Romanova

INTERNATIONAL FINANCE

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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Abstract
The global economic importance of the BRICS is not proportionally reflected in the 
International Monetary and Financial System (IMFS), since 88% of foreign exchange 
transactions still involve the US dollar, while the sum of all BRICS currencies does not 
reach 15%. Questions regarding the dollar’s hegemony are old, but they have intensified 
in the 21st century. In this new context of intense debate around dedollarization, the aim 
of this article is to analyze the BRICS’ initiatives related to the IMFS. More specifically, 
it examines the group’s initiatives to provoke (or accelerate) transformations within 
the IMFS, focusing on the scope and limits of these actions, as well as the opportunities 
presented by the current economic and geopolitical landscape. Ultimately, the 
article seeks to contribute to discussions on the configuration of an IMFS that is 
functional in addressing the challenges characteristic of the global majority. The 
article concludes that there is no reason to predict that BRICS initiatives will lead to 
the dethroning of the dollar as the world’s key currency in the near future. However, 
there are some ongoing movements that could culminate in a transformation of the 
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IMFS: i) a change in the role of some countries in the world economy; ii) growing 
geopolitical tensions between global powers; iii) the distrust of the dollar generated 
by the Trump administration, and the political willingness of a wide range of countries 
to, individually or in concert, reduce their dependence on the dollar. The outcome 
of these movements is completely unpredictable, but there is no doubt that this is an 
opportune moment to reinforce actions aimed at reducing dependence on the dollar. 
History shows that significant transformations in the IMFS are infrequent and slow, 
but the author of this study’s perception is that the BRICS are still not reaching their 
potential to contribute to such transformations.

1.	 Introduction

The importance of the BRICS countries to the global economy is unquestionable and 
extensively discussed in both Brazilian and international literature (e.g. [Nogueira Batista 
Jr. 2022; Monyae and Ndzendze 2021; Stuenkel 2017]). In recent years, the group has 
expanded, and now includes Brazil, Russia, India, China, South Africa, Egypt, Ethiopia, 
the United Arab Emirates, Iran, and Indonesia as full members;1 and Belarus, Bolivia, 
Kazakhstan, Cuba, Malaysia, Nigeria, Thailand, Uganda, and Uzbekistan as partners. 
The bloc’s member countries account for around 55% of the global population and are 
responsible for approximately 40% of the world’s GDP in purchasing power parity.

However, this importance is still not proportionally reflected in the International 
Monetary and Financial System (IMFS), whether in terms of financial operations or in 
terms of representation within the institutions that shape the system. For example, 88% 
of the total volume of global foreign exchange transactions still involve the US dollar, 
whereas the combined share of all BRICS currencies does not reach 15%. This mismatch 
between the demographic and productive importance of the BRICS and their monetary-
financial dimension can be explained, notably by the strong inertia historically embedded 
in the IMFS, but also by the resistance of core countries to reform the multilateral 
institutions created by the Bretton Woods Agreement.

Numerous countries advocate for the need to transform the US dollar-based IMFS. 
Initiatives in this direction date back to the 1960s, when the excessive growth of the 
US’s external liabilities led Valéry Giscard d’Estaing, then Minister of Finance under 
President De Gaulle, to coin the expression “exorbitant privilege,” referring to the power 
the United States held as issuer of the world’s key currency. The critiques of the dollar 
intensified and led to the end of the Bretton Woods system in 1971-73, but not to the end 
of dollar hegemony. In fact, with the end of dollar convertibility into gold and the strong 
dollar policy implemented by Paul Volcker in 1979, the result was an IMFS centered on a 
fiat dollar, which further reinforced US monetary power [Tavares 1985].

In the 21st century, there have been two moments of intensified questioning of a 
dollar-centered IMFS. The first came in response to the outbreak of the subprime crisis 
of 2007–2008. Originating at the heart of the US financial system, the crisis triggered 
numerous analyses on the suitability of a multi-currency system. Academic analyses 

1	 Saudi Arabia was invited to join the group in 2023 but has not yet given an official response.
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are diverse (e.g. [Eichengreen 2011]), but particularly important was the statement 
by the then-president of the People’s Bank of China, Zhou Xiaochuan in March 2009, 
pointing to the need for an international reserve currency to ensure global financial 
stability. Unsurprisingly, it was in the wake of this crisis that China clearly stepped up its 
efforts to internationalize the renminbi [Noije et al. 2021], and the BRICS created the New 
Development Bank (NDB) and the Contingent Reserve Arrangement (CRA), alternative 
financial institutions to those created in Bretton Woods and dominated by Western 
countries, namely the International Monetary Fund (IMF) and the World Bank (WB). In 
spite of the seriousness of the crisis—the deepest crisis since the 1929 Great Depression—
the dollar’s hegemony remained in place.

The second moment of heightened criticism of the current IMFS configuration 
starts in February 2022, with the strengthening of US and Western countries’ sanctions 
against Russia. Those included the freezing of international reserves and the banning of 
several Russian banks from accessing the SWIFT system, eliminating any doubt about the 
potential use of the dollar as a geopolitical weapon (the so-called weaponization of the US 
dollar). In light of this, not only Russia but also other geopolitically sensitive countries—
particularly China—are fully aware of the risks inherent in the current IMFS, reinforcing 
calls (and actions) in favor of global economic dedollarization.

These calls gained a significant ally with the change in the Brazilian government in 
2023. While during the Michel Temer and Jair Bolsonaro administrations there was no 
support for initiatives aimed at transforming the IMFS, the situation changed with the 
beginning of Luiz Inácio Lula da Silva’s third term, which made clear a commitment to 
dedollarization efforts and the view that the BRICS constitute a privileged group for such 
action. In his speech at the inauguration of Dilma Rousseff as president of the NDB, Lula 
strongly referenced the hegemony of the dollar:

“Every night I ask myself why all countries are forced to trade backed by the 
dollar. Why can’t we trade backed by our own currency? Why aren’t we committed 
to innovating? Who decided it was the dollar that would be the currency, after gold 
disappeared as a standard? Why wasn’t it the yen? Why wasn’t it the real? Why wasn’t 
it the peso?” ([Lula da Silva 2023]; author’s translation)

In this new context of intense debate around dedollarization, the aim of this article 
is to analyze the BRICS’ initiatives related to the IMFS. More specifically, it will examine 
the group’s initiatives—and those of the financial mechanisms it has created—to provoke 
(or accelerate) transformations within the IMFS, focusing on the scope and limits of these 
actions, as well as the opportunities presented by the current economic and geopolitical 
landscape. Ultimately, the article seeks to contribute to discussions on the configuration of 
an IMFS that is functional in addressing the challenges characteristic of the global majority. 
In addition to this Introduction, the text is divided into four other sections: Section 2 
presents a brief history of the IMFS, aiming to highlight relevant aspects for analyzing the 
possibilities of transforming today’s IMFS; Section 3 discusses the asymmetries of the IMFS 
and their consequences for global majority countries; Section 4 analyzes the BRICS’ efforts 
to transform the IMFS; and Section 5 offers some final considerations.
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2. The history of the international monetary and financial system

Before the 19th century, the monetary structure across the world diverged from the 
territorial model. Foreign currencies often circulated alongside national currencies, and 
private and public currencies coexisted. It was the consolidation of a system of nation-
states and the capacity of these states to impose, influence, and regulate the domestic 
monetary system that led to the configuration of the current model.

The reasons why nation-states wished for and pursued a monopoly over the currency 
circulating within their territories are numerous, ranging from the desire to strengthen 
national identity to—and more importantly—goals of control over economic policy or 
state fiscal needs. However, the process of instituting this monopoly of the national 
currency did not receive easy acceptance, as it implied losses for certain groups. In Japan 
and Germany, for instance, this process took place in the second half of the 19th century, 
with strong resistance from local elites who lost their seigniorage power. Faced with this 
resistance, the national army was mobilized to ensure the measure was implemented 
[Heillener 2003]. More than a fortuitous example, this immediately demonstrates the 
close historical relationship between money, the state, and military force in capitalism.

At the global level, there is no actor with the prerogative to impose the use of a particular 
currency, and there is no truly supranational currency—in the sense of a currency issued 
and managed by a supranational institution for use in cross-border transactions [Aglietta 
1986]. Nevertheless, for macroeconomic reasons (the network economy), but also as a result 
of political disputes, there is a tendency for international operations to converge around 
a few currencies. The classic analogy is the one between currency and language: like a 
language, a currency is only useful if it is also used by others.

Consequently, the IMFS is generally organized around a key currency, which—not 
by chance—is the national currency of the hegemonic country. From the last quarter 
of the 19th century until 1914, the IMFS was structured by the gold standard. Given the 
United Kingdom’s economic and geopolitical prominence, the pound sterling was the 
key currency of the global economy and the Bank of England was the “chef d’orchestre” 
of the IMFS [Keynes 1930]. With the outbreak of World War I and the ensuing economic 
disorder, most countries had to abandon gold parity and convertibility, and the gold 
standard collapsed. At the same time, the global balance of power was shifting. Among 
other significant changes, the United Kingdom became a net international debtor, and 
the United States the main creditor of the global economy.

The interwar period was marked by severe disarray in the IMFS, with competitive 
currency devaluations in many countries as a means of stimulating economic recovery. 
There was an attempt to reestablish the gold standard, but it failed resoundingly. These 
were, therefore, decades marked by crises (in particular, the 1929 crisis) and two world 
wars, and although the US dollar gradually increased in importance, the global economy 
did not organize itself around a new IMFS. As World War II neared its end, there was 
a widespread perception of the need for international coordination to design a new 
IMFS, especially to promote the recovery of international trade. To this end, the United 
Nations Monetary and Financial Conference was organized in Bretton Woods in 1944. 
On this occasion, John Maynard Keynes, representing the United Kingdom, proposed the 
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creation of a supranational currency, the bancor, to be administered by a supranational 
institution functioning as a clearinghouse [Guttmann 2021]. The main idea was to avoid 
the inherent contradictions of a system in which the key currency of the global economy 
is also a national currency. However, the plan proposed by the US representative, Harry 
Dexter White, prevailed, officially establishing the US dollar as the world’s key currency.2 
Under the agreement, the dollar was to be backed by gold, and all other currencies in the 
system pegged to the dollar [Eichengreen 2000].

However, the excessive expansion of external US liabilities led to a widespread 
perception that there was no longer a correspondence between the dollars in circulation 
and the gold held by the US Treasury. It didn’t take long before accusations emerged 
of what were considered abuses by the US in the international use of its currency. As 
mentioned above, Valéry Giscard d’Estaing, then French Finance Minister, stated in 
1964 that the US held an “exorbitant privilege” as a result of controlling the key currency 
of the global economy [Eichengreen 2011]. The criticisms grew, accompanied by a 
perception that the dollar’s gold parity could be broken at any moment. In response, the 
US government unilaterally revoked the dollar’s convertibility into gold in 1971. In 1973, 
the other pillar of the IMS established at Bretton Woods was also dismantled—namely, 
the fixed exchange rate regime. 

It is noteworthy, therefore, that while the Bretton Woods IMFS had been configured 
through multilateral discussions, its end came through a unilateral decision by the United 
States, which reshaped the system in accordance with its own interests. Subsequently, 
other US government measures were crucial to maintaining the dollar as the world’s key 
currency. Among them, the petrodollar policy stands out, which involved alliances aimed 
at ensuring that barrels of oil were denominated and settled in dollars in exchange for 
military support of producing countries (especially Saudi Arabia). Once again, the link 
between military power and currency is very clear, but now with the addition of another 
first-order geopolitical element: energy sources. In the 1980s, the Plaza and Louvre 
Accords also made clear the power of the US to reshape the international monetary 
arrangement to its own advantage. Thus, despite the temporary instability of the dollar 
in the 1970s, the emerging system deepened the United States’ exorbitant privilege, 
since it led to the absence of external constraints, meaning the US could maintain high 
current account deficits on a permanent basis. A new IMFS therefore emerged, centered 
on a “flexible, financial, and fiduciary” dollar [Prates 2002], which strengthened dollar 
hegemony and the privileges for the issuing country, reinforcing the hierarchies of the 
system.

3. 	The hierarchies of the contemporary international monetary and 
financial system and the consequences for the global majority

The data related to the IMFS unequivocally demonstrate the dominance of the US dollar. 
89.2% of all global foreign exchange transactions involve the dollar on at least one side 
of the operation [BIS 2022]; 56.9% of the international reserves reported by the COFER/

2	 The article by Rena, Paul, Netswera (2025), published in this same special issue, also raises 
interesting discussions on the dollar dominance.
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IMF are held in dollars;3 and 50.5% of transactions via SWIFT are denominated in dollars.4 
In addition to the dollar, a few other currencies (e.g. the euro, Japanese yen, and British 
pound) are also accepted globally as general representatives of wealth, the so-called 
“core currencies.” However, the vast majority of national currencies do not represent 
wealth beyond their borders and can be categorized as “peripheral currencies” [De 
Conti 2011]. In an economy with a high degree of international financial integration, 
holding a peripheral currency poses serious challenges for most countries of the global 
majority [Prates 2002 and 2020; Carneiro 2008; Kaltenbrunner 2015; Ponsot 2016; Fritz, 
de Paula and Prates 2018; Bonizzi, Kaltenbrunner and Powell 2020]. To begin with, since 
most international transactions are conducted in US dollars, lack of access to this key 
currency leads to balance of payments crises, with severe and lasting consequences for 
the affected economies (e.g. lack of access to imported goods and services, exchange rate 
depreciation, and high inflation). Since the 1990s, several countries have experienced 
similar crises. The IMF operates as a lender of last resort for countries in need of dollars, 
but under conditionalities that often lead to economic recessions and the imposition 
of structural reforms that undermine the countries’ development strategies. Because 
global investors do not treat peripheral currencies as international money, but rather as 
financial assets, the international demand for these currencies is extremely volatile. In 
many peripheral countries, there is a permanent pressure on exchange rates, which tend 
to be highly volatile. Some countries manage to contain this volatility (often at the cost of 
losing monetary autonomy, accumulating costly international reserves, and/or imposing 
some form of capital controls), while others fail completely. Exchange rate volatility not 
only hampers the formation of credible expectations for importers, exporters, and agents 
indebted in US dollars, but also punishes the general population through rising prices 
of essential goods. 

Since peripheral currencies are not perceived globally as money, they lack what De 
Conti (2011) calls the “international liquidity of money.” Consequently, assets denominated 
in peripheral currencies must generally offer higher interest rates than those of core 
assets in order to attract international investors. The significant difference in the yield 
levels paid by global majority countries on their liabilities compared to the returns on 
their assets results in a net transfer of wealth to the core countries [Akyüz 2021; Almeida 
and De Conti 2025].

Despite paying high interest rates, global majority countries generally cannot issue 
external debt in their own currencies, incurring what Eichengreen et al. (2003) call the 
“original sin.” Given the aforementioned tendency toward high exchange rate volatility, 
uncertainties and risks are immense for holders of dollar-denominated debt, frequently 
resulting in cases of private or sovereign default. Although most global majority 
countries are still unable to issue debt in national currencies in international markets, 
some of them—such as Brazil and Mexico—have, over the past few decades, begun 
receiving international capital for the purchase of public bonds in national currency 

3	 The international reserves reported by the COFER/IMF do not include reserves in monetary gold, 
Special Drawing Rights (SDRs) and reserves at the IMF.
4	 Data, respectively, from the BIS Triennial Survey on Foreign Exchange Markets (2025), the IMF 
Survey on Composition of Foreign Exchange Reserves (Sep. 2025), and the RMB Tracker (Jan. 2026).
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within the domestic market. This phenomenon, labeled by the BIS as “original sin redux,” 
has not, however, eliminated the external vulnerability of these countries, since such 
external capital tends to be highly volatile, leaving these economies permanently under 
threat of capital flight.

Additionally, the asymmetries of the IMFS constrain economic policy in most of the 
global majority countries. These countries must always consider the risk of exchange 
rate volatility when formulating monetary policy. As a result, when uncertainty in global 
financial markets increases—even when not caused by the global majority—there is a rise in 
the “preference for international liquidity” [Carneiro and De Conti 2022], which generates 
pressure to raise interest rates in these countries. This dynamic is often exacerbated by 
the actions of credit rating agencies. During the COVID-19 pandemic, for example, these 
agencies pressured global majority countries to limit countercyclical policies that could 
have mitigated the social suffering caused by the health and economic crisis [De Conti, 
Borsari and Martínez 2022]. Consequently, fiscal policy in peripheral countries also ends 
up being constrained by external pressures. Ocampo (2001) argues that under the current 
IMFS, core countries are “policy makers,” while peripheral countries are “policy takers.”5

Another cost for the peripheral countries stems from the extensive use of the 
dollar as a vehicle currency. For example, a trade transaction between Brazil and South 
Africa will be intermediated by dollars, meaning the Brazilian importer will need to 
purchase dollars to send to South Africa; and then the South African exporter will need 
to sell those dollars in order to operate in the domestic market using rand. Since these 
currency exchanges occur in highly concentrated markets, bid-ask spreads and financial 
commissions are usually high.

Beyond the macroeconomic and microeconomic issues described above, the world 
economy’s dependence on the dollar also entails political problems. After all, being the 
issuer of the world’s key currency is a major source of power for the US, for reasons that 
go beyond the economic aspects typically associated with the “exorbitant privilege.” 
According to [Bilotta 2025. P. 61]:

“The current global financial architecture sustains and mirrors US power globally. 
Not only does the international role of the US dollar provide Washington with an 
efficient foreign policy tool, but the global underlying infrastructure that settles cross-
currency payments is de facto a US-based invisible hand. US monetary centrality is 
pivotal to its overall international influence.”

This perception reinforces Keynes’s earlier concern about the dangers of an IMFS 
centered on a national currency. Moreover, the evolution of the IMFS under dollar 
hegemony has also been associated with the establishment of a cross-border payment 
system substantially controlled by the US Even though the SWIFT platform is composed 
of hundreds of banks from various countries, US dominance is quite evident [Eichengreen 
2022]. While this has been the case for decades, the current historical moment clearly 
demonstrates the political risks to other countries, as the US has shown increasing 

5	 Prates (2002) speaks of a “macroeconomic asymmetry,” which stems from the “monetary asymmetry” 
discussed above.
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readiness to use both its currency and the dominant payment system against rival 
economies. This tactic is not new, but it became more explicit following the imposition 
of sanctions on Russia beginning in 2022. Thus, while the structural asymmetries of 
the IMFS have long been burdensome for peripheral countries, present concerns are 
deepening, particularly due to the perceived ease with which monetary dominance can 
be weaponized for geopolitical purposes. In this context, many countries of the global 
majority are discussing—and in some cases implementing—initiatives aimed at reducing 
their dependence on the dollar and the US-controlled monetary and financial system. 
Among them, those of the BRICS countries stand out and will be discussed in Section 4.

4. 	BRICS initiatives for the transformation of the international 
monetary and financial system

Having organized its 17th Summit in 2025, the BRICS countries today constitute a forum 
for rather diverse debates, organized around three central pillars of cooperation: 
i) Politics and Security; ii) Economy and Finance; iii) Cultural and Civil Society Exchange. 
Based on these pillars, topics ranging from health and vaccines to geological issues or 
immigration policies are discussed.6 However, it is worth highlighting that the origin 
of the group is closely linked to the dynamics of the IMFS. To begin with, because the 
acronym was coined in the financial market. As repeatedly recalled by the media and 
academic researchers, it was Jim O’Neill, then an analyst at Goldman Sachs, who suggested 
in 2001 that the BRIC (Brazil, Russia, India, and China) constituted a bloc of countries 
attractive to global investors. The first reference to the BRIC, therefore, categorized them 
as an object, as a potential source of bonds/shares with extraordinary returns for global 
investors [De Conti and Hiratuka 2017].

From that point on, the gradual construction of the group as a subject, as a political 
actor, took shape. One of the important milestones in this origin occurred in 2006, when, 
on the sidelines of the United Nations General Assembly, the Foreign Ministers of the 
four countries met to engage in dialogues, above all on global governance. Since this 
first official meeting, the topic of reforming the IMF and the WB has been present. But 
it is interesting to note that the consolidation of the group took place in the context of 
the outbreak of the Global Financial Crisis (GFC). On November 7, 2008—that is, less 
than two months after the collapse of Lehman Brothers—the Finance Ministers of the 
four countries held their first official meeting in São Paulo, ahead of the G20 meeting of 
Finance Ministers and Central Bank Governors. Although succinct, the official statement 
from that meeting focused on the financial crisis and the need for reforms in the IMS:

“We also discussed possible options to overcome the present situation [i.e., the 
GFC] and to avoid recurrence of similar events. On a long-term perspective, we 
exchanged views on the reform of international financial institutions and global 
governance. We also discussed proposals put forward by the countries on reforming 
the global financial architecture” [BRIC 2008].

6	 For detailed information on Brazil’s presidency of the BRICS in 2025, see the official BRICS Brazil 
website https://brics.br/pt-br.
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The following year, the first BRIC summit meeting was organized in Yekaterinburg, 
Russia. Also in this meeting, one of the central focuses of the official statement was the 
need to reform the global financial architecture and, in particular, multilateral financial 
institutions:

“We are committed to advance the reform of international financial institutions, 
so as to reflect changes in the global economy. The emerging and developing 
economies must have greater voice and representation in international financial 
institutions, whose heads and executives should be appointed through an open, 
transparent, and merit-based selection process. We also believe that there is a strong 
need for a stable, predictable and more diversified international monetary system” 
[BRIC 2009, Article 3].

Since its origin, therefore, the BRIC has adopted a rather critical stance toward the 
asymmetries of the IMFS, discussed in Section 3, and the resistance of core countries to 
reform proposals. This stance is reflected in national initiatives by the governments of 
BRIC7 (now BRICS8) countries, bilateral ones (involving two BRICS countries), or actions 
involving the entire group.

The most important BRICS initiatives to transform the IMFS are undeniably those 
decided at the 2014 Summit held in Fortaleza, Brazil. At that time, the creation of 
the New Development Bank (NDB) and the Contingent Reserve Arrangement (CRA) 
was simultaneously approved. The establishment of these new multilateral financial 
institutions, the first formal institutions of the BRICS, was a direct response to the 
resistance of the US and Western Europe in accepting demands for reform of the WB 
and IMF.

The NDB is the BRICS’ development bank, primarily aimed at providing financing 
lines for infrastructure investment in member countries. Its authorized capital totals 
$100 billion, and its subscribed capital as of December 2023 was $52.7 billion. The “new” in 
its name refers to certain characteristics that distinguish it from traditional multilateral 
development banks. First, there is the stated intention to prioritize green investments.9 
Second, its governance structure is equitable, with parity in contributions—and 
therefore in voting power—among the original members10 and rotation in the institution’s 
presidency. Third, the NDB has the explicit goal of granting at least 30% of its credit 
in the national currencies of member countries. With the NDB, the BRICS entered a 
new phase of engagement, moving from a position of critique of the asymmetries that 

7	 Especially from China. After the outbreak of the subprime crisis in the US, the Chinese government 
began to adopt a series of gradual measures to foster the internationalization of its national currency, 
aiming at reducing dependence on the US dollar.
8	 With the inclusion of South Africa in 2010, the acronym became BRICS.
9	 An assessment of the degree of adherence of the NDB’s operations to this principle is beyond the 
scope of this paper.
10	 The original members, jointly, must retain at least 55% of the votes, distributed equally among them. 
Global majority countries (borrowers) combined may hold a maximum of 25% of the votes; and core 
countries (non-borrowers) combined, a maximum of 20%. Votes occur by simple or qualified majority, 
and no country can have veto power.
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shape Western-dominated multilateral financial institutions (i.e. the IMF and WB) to 
institutional development, under new paradigms.

Having begun operations in 2016, the NDB was for some time judged by some 
analysts as underperforming expectations.11 According to data from its latest annual 
report (2024), the bank’s portfolio includes 105 projects, totaling $35.2 billion in 
investments. Despite the political will for transformation, the NDB is part of an IMFS 
dominated by the US, and is also caught in what Prasad (2015) calls the “dollar trap.” As 
the most telling example, even the NDB must comply with Western sanctions against 
Russia, having suspended its loans to the country in recent years. After all, like other 
multilateral development banks, the NDB also relies on fundraising in international 
financial markets, and non-compliance with sanctions would lead to a downgrade of 
its credit rating.

Additionally, the bank’s loans are predominantly in dollars and euros, and the 
30% target for local currencies has not yet been reached. At the end of 2024, the dollar 
alone still accounted for almost two-thirds of the total portfolio (65.5%). Including 
the euro and Swiss franc, core currencies represented 75.8% of the portfolio. Among 
the local currencies, the absolute predominance is of the Chinese renminbi, which at 
that point accounted for 17.9% of the total portfolio, with 6.0% for the South African 
rand, 0.3 for the Indian rupee, and zero values for the Brazilian real and Russian 
ruble. Indeed, despite political intent, lending in local currencies presents significant 
technical challenges. As indicated above, the NDB raises a large part of its funds in 
international financial markets, in dollars. In such cases, granting loans in member 
countries’ national currencies results in a currency mismatch between liabilities (in 
dollars) and assets (in local currencies), engendering exchange rate risk.12 Alternatively, 
the NDB may raise funds in the local currencies of member countries. However, this 
can only be done in the member countries themselves, where the cost of fundraising 
is usually much higher than in dollarized capital markets. The exception is China, 
which, not by chance, has easier access to loans from the NDB in its national currency. 
For instance, the minimum return on debt securities in Brazil is set by the Selic rate, 
which is currently at 15% per year.13 Given that the NDB would not be able to raise funds 
in Brazil at a rate below this level, any loans in Brazilian real would be prohibitively 
expensive.

Despite all these difficulties, the current president of the NDB, Dilma Rousseff, has 
taken on the challenge of dedollarizing the NDB’s loans as one of the priorities of her 
administration. In her inauguration speech at the bank, she stated: “We will seek to finance 
our projects in local currencies, privileging domestic markets. Our goal is to build robust 
financial alternatives for member countries” ([Rousseff 2023]; author’s translation). 
These efforts have met with relative success. In 2024, for the first time, the share of local 
currencies in the total volume of projects approved during the year exceeded the target 
(33%) [Mattos and Godinho 2025], mainly due to new projects in rand for South Africa.

11	 For an interesting analysis of the first years of operation of the NDB, see Nogueira Batista Jr (2022).
12	 Rena, Paul, Netswera (2025) suggest that one of the important initiatives by the BRICS in the effort 
of dedollarization should be the development of hedging instruments for the national currencies.
13	 The Selic rate in September 2025.
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Another interesting aspect of the NDB is that, over the past four years, the bank has 
begun to incorporate new members: Bangladesh and the United Arab Emirates in 2021; 
Egypt in 2023; and Algeria in 2025. In addition, Uruguay, Uzbekistan, Colombia, and 
Ethiopia are currently in the process of adhesion. This expansion is undoubtedly an 
important step toward the group’s ambitions of reshaping the IMFS. From an economic 
standpoint, it allows for increased capitalization of the bank, thereby expanding its scope 
of action. From a geopolitical standpoint—and this is the most important element—it 
aligns with the group’s broader expansion strategy to enhance its legitimacy as a platform 
for articulating critiques and demands of the global majority. As highlighted by Nogueira 
Batista (2025a), one of the good statements of the Rio de Janeiro Final Declaration [BRICS 
2025] was the one acknowledging “strong support” for the expansion of the NDB to new 
member countries.

Created at the same time as the NDB, the Contingent Reserve Arrangement (CRA) 
involves the sharing out of a parcel of the international reserves of member countries. 
The funds allocated to the arrangement remain within the international reserves of 
each member country, but can be activated in situations of need. Disbursement should 
occur through currency swaps: that is, the temporary granting of dollars to the country 
in need, in exchange for its national currency, with the commitment to repurchase that 
amount of national currency on the agreed date, at the same exchange rate, and with 
the payment of interest on the amount of dollars borrowed. The defined contributions 
were $41 billion from China, $18 billion from Brazil, India, and Russia, and $5 billion 
from South Africa, totaling $100 billion. Access to the fund is defined by a multiplier 
relative to the contributions: 0.5 for China, 1 for Brazil, India, and Russia, and 2 for 
South Africa. The governance structure is based on a vote distribution proportional to 
each country’s financial participation. Unlike the NDB, therefore, there is no equality 
in voting power among member countries; however, no country holds veto power—as 
the US does within the IMF.14

The main goal of the initiative is to enable member countries to access dollar liquidity 
in episodes (or imminent risk) of short-term balance of payment pressures, without 
resorting to conventional multilateral institutions. In theory, the creation of an additional 
channel for dollar liquidity immediately serves to strengthen market perceptions 
regarding these countries’ capacity to face turbulence and honor commitments in a key 
currency. In the Treaty, the CRA is presented as an additional piece of the global financial 
safety net, meaning that it should be considered as a complement to the IMF. In effect, its 
operating model maintains a link with the IMF that ends up being an obstacle for the CRA 
to constitute, in fact, a political alternative. Indeed, only 30% of the resources to which 
countries are entitled (i.e., $6.15 billion for China, $5.4 billion for Brazil, India, and Russia, 
and $3 billion for South Africa) can be accessed without any concern in regard to the IMF. 
The Treaty names it as the “de-linked portion.” The remaining 70% of the funds are the 
“IMF-linked portion,” meaning that they can only be provided if there is an agreement 
of the providing parties (i.e. the countries which will provide the US dollars), but also:

14	 At the IMF, the most relevant decisions—e.g. quota increases and allocation of Special Drawing 
Rights (SDRs)—require 85% approval. Since the US voting power is 16.5%, the country holds veto power.
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“Evidence of the existence of an on-track arrangement between the IMF and 
the Requesting Party that involves a commitment of the IMF to provide financing 
to the Requesting Party based on conditionality, and the compliance of the 
Requesting Party with the terms and conditions of the arrangement” [BRICS CRA 
Treaty, Article 5.d.ii]. 

On the one hand, this link with the IMF serves to confer legitimacy on the CRA before 
the international financial community; on the other hand, it considerably limits the 
potential of the arrangement. It must be clearly acknowledged that the IMF’s actions are 
political, imposing on debtor countries a model of macroeconomic management that 
curbs developmental policies (e.g. demands for fiscal austerity, privatization of banks and 
state-owned companies). Especially in a context of geopolitical crisis such as the current 
one, it is important that the BRICS unequivocally assume that their financial institutions 
also play a political role. In the case of the CRA, it should serve to allow member countries 
to obtain liquidity from the CRA while avoiding IMF-imposed constraints.

It is illustrative that in its ten years of existence, the CRA has never been used. 
On one hand, China, India, Brazil, and even Russia—despite the partial freezing of its 
international reserves—have not needed to resort to it, given their substantial reserve 
holdings. On the other hand, South Africa did require foreign currency during the 
COVID-19 pandemic and, surprisingly, accessed IMF lines instead of the CRA. The amount 
accessed was $4.3 billion, exceeding the cap of “de-linked” resources the country would 
have had access to under the CRA’s current design. Given this inoperability of the CRA, 
the Brazilian chairmanship of the BRICS in 2025 announced the “improvement” of the 
arrangement as one of its priorities. Yet no important enhancement was included at the 
final communiqué. In our opinion, the changes should be precisely aimed at delinking 
the CRA from the IMF, facilitating access to the arrangement’s funds. It is undeniable that 
the CRA should have some mechanism to monitor the repayment capacity of countries 
accessing its resources, but this could be done within an economic paradigm that escapes 
orthodox economics. The final communiqué also alludes to the incorporation of new 
countries in the arrangement. Indebted to the IMF—and thence constrained in its 
economic policies by the conditionalities imposed by the Fund—Egypt is a country that 
would undoubtfully benefit from the participation in a renewed arrangement. 

Also with the goal of promoting reforms to the IMFS, BRICS countries have engaged 
in discussions to create a BRICS Credit Rating Agency.15 In the current context of financial 
globalization, such agencies have become key players in the dynamics of the global 
financial markets [Chesnais 2005]. Serving the interests of international investors, they 
wield high coercive power over national governments (especially with global majority 
countries), as downgrading sovereign ratings can trigger (or deepen) capital flight— 
and, as a consequence, national currency depreciation. Given that these agencies have a 
strongly conservative political bias and that the market is completely oligopolized—three 
companies (Moody’s, Standard & Poor’s, and Fitch), all based in the US, account for almost 
the entire market—the creation of an alternative agency would indeed be desirable. Of 

15	 For an interesting discussion on the topic, see [Helleiner and Wang 2018].
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course, one cannot expect a BRICS agency to become a benchmark for Western financial 
markets, but it could, at the very least, serve to highlight the biases of traditional agencies 
and, at best, become a reference for the capital markets of the BRICS countries themselves 
and potentially other global majority nations. Unfortunately, the plan to create such an 
agency appears to have been abandoned by the BRICS, but we argue here that it should 
be resumed.

Additionally, important discussions are underway within the BRICS on enabling 
intra-group economic transactions without using the dollar. As discussed in Section 3, 
the motivations are microeconomic, macroeconomic, and increasingly geopolitical. 
The alternatives are the use of the group’s national currencies and/or the creation 
of a BRICS currency. Regarding the first alternative, there are already agreements 
between some of the bloc’s countries, discussed above, for bilateral trade payments 
in national currencies. However, the dollar remains the dominant currency.16 Thus, 
a significant project that has been in development for a few years is the creation of a 
platform for international payments in national currencies. The initiative involves 
technical challenges and challenges related to the political economy. Beyond the 
technological development of the platform, it requires a network of participating 
financial institutions. Moreover, the ideal scenario would involve full decoupling 
from SWIFT to avoid the risk of sanctions.17 However, not even CIPS, the Chinese cross-
border payment system, is fully disconnected from SWIFT, which remains by far the 
most important platform for cross-border payment messaging.18 In addition, there 
are crucial considerations about how to carry out the currency exchange operations 
on this platform. After all, such operations currently almost always involve dollar 
intermediation, and if the goal is to carry out direct transactions between two BRICS 
currencies (e.g. direct exchange between the Brazilian real and the South African rand), 
this must be done at non-prohibitive rates.19 Lastly, it is necessary to make viable the 
recycling of potential balances in third-country national currencies by countries which 
have surpluses in commercial relations with other BRICS countries—that is, these 
surplus countries must have the means to make use of the accumulated currency of 
the deficit country resulting from the transactions.20 This could be done, for example, 

16	 As discussed above, one exception is Russia-China trade, conducted predominantly in renminbi 
and rubles, but this is mainly due to sanctions.
17	 As an alternative, Special Purpose Vehicles (SPVs) could be created to work in this new structure 
[Nogueira Batista 2025b].
18	 As stated by Chorzempa and Spielberg (2025), the CIPS “cannot replicate SWIFT’s core function yet 
because non-Chinese banks are mostly ‘indirect’ participants in CIPS who still rely on SWIFT to send 
payment messages for CIPS payments, while direct participants—mostly Chinese banks—can send 
messages through China’s proprietary system. This pattern illustrates the efficiency of having one global 
infrastructure, leading Beijing to embrace SWIFT despite the risk of sanctions. As of March 2024, CIPS 
had 140 direct participants and 1,371 indirect participants, which would imply that around 90% of CIPS 
participants are sending messages through SWIFT.”
19	 After all, the bid-ask spread (that is, the difference between the buying and selling prices in foreign 
exchange markets) of peripheral currencies tends to be much larger than that of the dollar.
20	 To illustrate: since 2022, part of Russia–India transactions have been conducted in rupees. Running 
a surplus in these bilateral transactions, Russia has accumulated rupees that, in the end, it is finding 
difficult to reuse.
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through the deepening of the initiative aimed at consolidating a “BRICS Local Currency 
Bond Fund,” though this, however, has so far seen little progress.

It is important to recognize that these challenges will require the BRICS not only 
to develop the platform in question but also to build a political strategy to promote its 
use. This can be done, for example, through tax incentives, the establishment of local 
currency swap lines between the group’s countries, or coordinated action by public 
companies of member states, which could be responsible for giving scale and leading 
a process of confidence-building in the platform. In the absence of political incentives, 
there is always the risk that the platform will be created but remain underutilized. 
After all, it is reasonable to expect that despite all the political debate on the relevance 
of a dedollarization process, many private economic agents from BRICS countries will 
continue to prefer transactions in dollars—especially exporting companies, when they 
aim to accumulate balances in the reserve currency.21

Another important challenge, but one that could increase the chances of success, 
comes from the need to envision a payments platform already within the paradigm of 
the Central Bank Digital Currencies (CBDCs). Although uncertainties remain—notably 
stemming from Trump’s rejection of a digital dollar—the trend toward CBDC creation 
is clear in much of the world.22 Simultaneously, dozens of bilateral and especially 
multilateral projects are underway to develop international payment systems using 
CBDCs.23 The most interesting of these, called mBridge, is being developed by the 
monetary authorities of China, Hong Kong, Thailand, the United Arab Emirates, and Saudi 
Arabia. The project’s aim is the construction of a platform for transactions in multiple 
national currencies (CBDCs). By design, the platform prohibits the use of the dollar, as 
it does not authorize the use of currencies that are not issued by its full members. The 
BIS, which monitors nearly all cross-border CBDC payment projects, participated in 
mBridge until October 2024. At that time, the BIS announced its withdrawal from the 
program, claiming the platform had reached “minimum viable product” status and that 
the involved monetary authorities could proceed independently. Despite this claim, 
many analysts perceived the withdrawal of BIS as a political move, motivated by fears 
that China might use mBridge as a geopolitical weapon aimed at dedollarization and 
circumventing potential sanctions. This perception is reinforced by the timing of the 
Bank’s announcement: exactly one week after the end of the Kazan Summit, which, 
among other things, included the discussions mentioned above on developing a BRICS 
payment platform. Among mBridge’s full members, China and the United Arab Emirates 
are BRICS members—and Saudi Arabia, whose membership in the BRICS is not yet 
confirmed. Besides full members, mBridge includes 31 observers, many of whom are 
BRICS members or partners (Brazil, India, South Africa, Egypt, Indonesia, Kazakhstan, 

21	 As an example, local currency payment systems (LCPs) were created among the Mercosur countries, 
but they are completely underutilized. For details on the Brazil–Argentina LCP, see Nogueira et al. 
(2025).
22	 Currently, more than 130 central banks worldwide are or have been involved in research and 
development of CBDCs.
23	 For details, see the BIS Innovation Hub website (https://www.bis.org/about/bisih/about.htm), which 
monitors most of these projects.
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and Malaysia). We understand therefore that the other BRICS countries could seek full 
membership in mBridge, taking advantage of an already developing platform to enable 
future transactions in their respective CBDCs. But if the preference is to develop a BRICS 
platform, it is important that this platform already anticipates integration with the CBDCs 
currently under development.

While efforts to promote cross-border payments in national currencies are 
intensifying, discussions regarding the creation of a BRICS currency have lost 
momentum. Although the idea has been evoked since 2017 [Liu and Papa 2022], it gained 
strong traction in the run-up to the Johannesburg Summit (2023). At that time, the debates 
were quite heated and even the then US Treasury Secretary, Janet Yellen, commented—
naturally, to criticize the idea, claiming that the world economy should continue to 
be based on the dollar [Prates and Peruffo 2024]. However, the final communiqués 
from Johannesburg, Kazan, and Rio de Janeiro made no reference to such a currency. 
The Brazilian BRICS chairmanship demonstrated a clear preference for prioritizing 
efforts to enable payments in national currencies, with no discussion—at least a public 
discussion—about the possibility of a BRICS currency. The prevailing—and legitimate—
perception is that the creation of a supranational currency is complex and would 
probably require a minimum degree of economic policy coordination, particularly 
to avoid excessive fluctuations among the exchange rates of the respective national 
currencies. Additionally, the aforementioned issue of recycling said currency by surplus 
countries would resurface. Despite these difficulties, there are interesting proposals for 
creating such a supranational currency (e.g. [Nogueira Batista Jr. 2024]). Even sharing 
the perception of the challenges involved, we argue that the BRICS should maintain a 
permanent research group dedicated to examining the feasibility, obstacles, and potential 
benefits of creating a supranational currency. This would obviously not be a currency 
to replace the respective national currencies, but rather a virtual currency to facilitate/
dedollarize intra-BRICS economic transactions. Even in the absence of consensus within 
the group, it could be a project open for the adhesion of interested countries, serving as 
a laboratory for possible future expansions.

In conclusion, it is important to mention that the recent expansion of the BRICS 
increases its potential to transform the IMFS through various channels, but one in 
particular deserves emphasis. As seen in Section 2, it is possible to identify throughout 
history a significant relationship between control over energy sources and the dominant 
currency. Guttmann (2021) highlights the triads United Kingdom-coal-pound sterling in 
the 19th and early 20th centuries; and United States-oil-dollar from the mid-20th century 
to the present.

5. Final remarks

The hegemony of the dollar is based on the dimension and international integration of 
the US economy, on the geopolitical power of the US (including, therein, military power), 
and on the centrality of the country’s financial markets to the global economy. To these 
structural factors, we add the “political will” [De Conti 2011] of the US government, at 
least since Bretton Woods—and renewed after the collapse of that system—to install and 
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maintain the status of the dollar as the key currency of the global economy. Having it in 
mind, nothing justifies the prognosis that BRICS initiatives are capable of leading to a 
dethronement of the dollar as the globe’s key currency in the near future.

However, we argue here that there are three ongoing movements that may contribute 
to a significant transformation of the IMFS:

1. 	 The transformation in the role of some countries in the world economy, mainly 
with the rise of China as a powerful economic and geopolitical force;

2. 	 The growing geopolitical tensions among global powers, and the demonstration 
by the US of a readiness to use its currency and its control over the financial 
system as weapons;

3. 	 On the one hand, the political willingness of a wide range of countries—not only 
from the global majority, but also (albeit with important differences) from core 
countries—to individually or concertedly reduce their dependence on the US 
dollar. On the other hand, a mishandling of the dollar and US public debt by the 
Trump administration, generating distrust regarding the maintenance of the 
dollar as a safe haven for the global economy and, consequently, a diversification 
movement in the search for reserve currency/assets also by private agents.

These movements are interconnected and evolve in concatenated layers. The 
reconfiguration of the world economy is one of the main drivers of geopolitical tensions, 
which fuel the desire of many countries to reduce dependence on the US dollar. This 
three-layer movement presents important differences compared to the dynamics of 
the IMFS in recent history. At the beginning of the 20th century, the US was already the 
largest economy in the world, accounting for approximately one-third of global industrial 
production. However, the geopolitical transformations of two world wars and the advent 
of the “dollar diplomacy” (thanks to the establishment of the Federal Reserve and, later, 
to the US protagonism in Bretton Woods) were necessary for the dollar to definitively 
replace the British pound sterling as the globe’s key currency. The Cold War brought 
intense geopolitical rivalry between the US and the Soviet Union, but from the 1970s 
onward the Soviet economy stagnated and eventually collapsed. At the same time, the 
Japanese economy, which had grown impressively in the 1960s and 1970s, emerged as 
another possible rival to the US economy. However, this potential rivalry was dismantled, 
as Japan was forced by the US to accept the “endaka” (appreciation) of the yen with the 
Plaza Accord in 1985. In other words, at no point since the beginning of the dollar’s 
hegemony has there been this concatenation between an important geoeconomic and 
geopolitical reconfiguration, associated, on the one hand, with a political concentration of 
third countries to reduce dependence on the dollar and, on the other hand, state steering 
of the dollar that could be detrimental to its status.

In turn, the economic and geopolitical turbulence of the last two decades has led the 
world to a situation characterized by the three layered-movements presented above. The 
global financial crisis of 2007/2008 was a watershed. Since then, the convergence of the 
Chinese and American economies has accelerated (in 2014, China’s GDP reached that of 
the US in terms of purchasing power parity); the resulting social crisis fueled the rise of 
far-right governments in many parts of the world, including the US; and China declared 
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its discontent with the dollar-centered IMFS and began measures to internationalize 
the renminbi. Since 2022, the sanctions imposed by the US and other Western countries 
on Russia have renewed the discomfort of many nations with the risks of relying on 
the currency of a single nation. Since the beginning of the new Trump administration, 
the high volatility in the US public debt market has led public and private agents to 
seek a reduction in dependence on the dollar as the exclusive reserve currency. In the 
absence of a currency that can serve as an alternative refuge from the uncertainties of 
the global economy, the dollar will not be replaced in the short term, but the momentum 
for diversification could create a scenario of exacerbated instability. Adding complexity 
to the picture, it is always necessary to consider a probable reaction by the US to this 
scenario of contested monetary hegemony.24 

The outcome of these movements is absolutely unpredictable, but there is no 
doubt that this is a propitious moment in which to reinforce actions aimed at reducing 
dependence on the dollar. History shows that relevant transformations in the IMFS are 
infrequent and slow, but the perception of the author of this study is that the BRICS are 
still not fulfilling their potential to contribute to such transformations.
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Abstract
This article examines the strategic trajectory of dedollarization led by BRICS 
nations and the role of financial innovation in reimagining global monetary 
sovereignty in a multipolar world. While significant work has documented the 
rise of alternative currencies and payment systems, the strategic and institutional 
dimensions of BRICS-led statecraft remain under-explored. Drawing on a robust 
corpus of qualitative secondary data spanning 2010–2025, this study employs a 
novel, integrated framework that links strategic state motivations, institutional 
architecture, and technological enablers. Using comparative financial system 
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mapping and thematic document analysis, we trace how BRICS has operationalized 
dedollarization via instruments such as local-currency trade, currency swaps, 
and central bank digital currencies (CBDCs). Our findings suggest that while the 
US dollar remains as dominant currency globally, BRICS initiatives are producing 
significant, albeit incremental, shifts in global finance. We identify a dual dynamic 
of territorial diversification, where intra-bloc trade and lending increasingly 
utilize non-USD currencies, and functional innovation, where new digital payment 
platforms and CBDCs enable alternative payment rails. For example, the share of 
RMB in global payment systems has measurably increased from ~2% in 2019 to a 
peak of nearly 4.6% in late 2024, and over 90% of Russia-China bilateral trade is 
now settled in local currencies. This growth, however, has fluctuated, with recent 
reports indicating the share at ~3.5% in April 2025. The paper contributes a nuanced 
framework that offers clear insights into how these BRICS actions may incrementally 
reshape the international monetary and financial system (IMFS), suggesting a 
gradual restructuring rather than a sudden rupture of dollar hegemony.

1.	 Introduction

The United States dollar has long been the keystone of the global monetary order, a 
position underpinned by its deep capital markets, network externalities, and role as the 
primary reserve and invoicing currency [Eichengreen 2011]. However, this hegemony has 
increasingly exposed other economies to significant vulnerabilities, including spillovers 
from US monetary policy and susceptibility to financial sanctions. In recent years, 
particularly since 2022, BRICS nations, now expanded to include members such as the 
UAE, Egypt, Ethiopia, Indonesia, and Iran, have intensified their efforts to reduce this 
reliance. These are not merely reactive measures, but a deliberate form of financial 
statecraft designed to enhance monetary sovereignty and institutional resilience in 
a multipolar international system [BRICS Academic Forum 2025; Nawrocki 2025]. 
Empirical developments underscore this shift: for example, the RMB’s share of global 
SWIFT transactions, while volatile, has shown a gradual increase. Recent statistics 
indicate a rise from ~2% in 2023 to ~4.6% in late 2024, before settling to ~3.5% in April 
2025. Similarly, studies of intra-BRICS trade reveal that growing trade volumes and policy 
statements are increasingly favouring local currency invoicing [SWIFT 2024; Global 
Times 2024]. With BRICS now accounting for over 32% of global GDP in purchasing power 
parity (PPP) terms, their collective weight lends significant institutional momentum to 
these initiatives [World Bank 2024].

This paper argues that BRICS financial innovation should be understood not just in 
terms of new payment technologies or trade arrangements, but as a coordinated strategy 
that combines institutional, policy, and technological tools to challenge dollar hegemony. 
Among these tools are local-currency trade settlements [Ohri, Kumar 2024], currency 
swap lines, proposals for synthetic reserve assets [OMFIF 2024], multilateral payment 
and clearing mechanisms, and experiments with CBDCs. These innovations are producing 
both economic and political effects: reserve composition changes, reconfiguration of risk 
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exposure, shifts in institutional leverage, and new arenas of contestation over payment 
infrastructure.

The scholarly literature has addressed aspects of this phenomenon along three 
main lines: historical analyses of currency hierarchies (e.g. [Kindleberger 1973; 
Triffin 1960]), geopolitical drivers of dedollarization (e.g. [Zhou & Li 2024; Bagaskara 
Indiputera, Tionardy, Calista 2023]), and technological enablers such as CBDCs, payment 
platforms, and blockchain (recent BIS/IMF policy reports: [Arslanalp, Eichengreen, 
Simpson-Bell 2022; Chen et al. 2022; BIS 2024]). But to date, no single research work 
has brought together these aspects across the entire period of 2010–2025 for all BRICS 
countries currently belonging to the group, and nor has it compared the states’ strategic 
motivations, institutional structures, and technological trajectories. This gap is especially 
pressing because the authority of new instruments (payment systems, synthetic reserve 
mechanisms, local currency settlements) depends both on credibility (legal, financial, 
institutional) and adoption qualities that are uneven across BRICS.

To address this gap, this study synthesizes institutional, policy, and technical evidence 
from public materials and recent research to chart BRICS-led dedollarization strategies; 
evaluate their efficacy; and theorize their potential to reshape the IMFS. The research 
asks: (1) What instruments and mechanisms have BRICS states deployed to reduce USD 
dependence between 2010 and 2025? (2) To what extent have these instruments altered 
the currency composition of trade and reserves? (3) How do technological innovations 
interplay with institutional reforms in producing dedollarization outcomes? (4) What 
governance, stability, and geopolitical implications follow? By deploying comparative 
mapping and thematic document analysis, the study contributes a framework 
for understanding the layered, incremental, and context-sensitive trajectories of 
dedollarization initiated by BRICS and their partners.

2. The evolving landscape of global monetary systems

The recent scholarly discourse on dedollarization reflects a deepening concern with the 
structural power of the US dollar in global finance and emerging state strategies to alter 
that order. Foundational works, including those of Eichengreen [Eichengreen 2011] and 
Kindleberger [Kindleberger 1973], frame the USD’s global ascendancy as rooted in post-
World War II institutional arrangements and enduring network externalities: safe asset 
status, universal acceptance, and liquidity. However, the geopolitical shocks of the past 
decade, including sanctions regimes, supply chain disruptions, and rising multipolar 
competition, have accelerated the search for alternatives [Rahman, Lal and Rena 2024].

Empirical studies confirm that BRICS nations are experimenting with multiple 
pathways. Renminbi usage has increased in both trade invoicing and reserve holdings 
among emerging economies, although still from a low base. Research such as Navigating 
the Shift: Dedollarization, BRICS Strategies, and the Evolving Global Financial 
Architecture [Mohamed Hani & Badawi 2025] shows that bilateral trade agreements, 
local currency invoicing, and sectoral energy contracts are among the most common 
tools deployed. Central bank reports and publicly available data indicate India’s 
retail and wholesale CBDC pilots (launched since 2022) are being used to test cross-
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border interoperability [RBI 2023; BIS 2024a; Bains 2022] and that Russia–China trade 
increasingly settles in rubles and yuan (RMB). 

Nevertheless, there are robust critical debates about the depth and permanence 
of these changes. Some analysts warn that BRICS strategies may be largely symbolic 
or constrained by institutional and asymmetrical power structures. For example, 
Understanding Dedollarization Among BRICS Nations: Systematic Review finds that 
many pilot programs are limited in scale and uneven in institutional effectiveness 
[Ajour El Zein, Clemente-Almendros, & Boldeanu 2025]. Others argue that coordinated 
dedollarization initiatives, such as cross-border payment platforms, local currency 
lending, and central bank digital currency (CBDC) experiments, have the potential 
to reconfigure financial governance by enabling alternative clearing systems and 
liquidity pools. The joint BIS/CPMI/IMF/World Bank report, Options for Access to and 
Interoperability of CBDCs for Cross-Border Payments, documents growing interest in 
CBDCs for cross-border usage and highlights how interoperability, efficiency, and foreign 
access are central design challenges [BIS et al. 2022]. The divergence between these 
perspectives underscores deeper conceptual ambiguity. 

Critics emphasize that although interest is high, many initiatives remain patchwork: 
institutional capacity is uneven; domestic financial markets in many BRICS nations 
still lack depth; legal, regulatory, and governance risks persist; and transaction costs 
remain high. As the Empirical Analysis of the Impact of Legal Tender Digital Currency 
on Monetary Policy, Based on China’s Data reveals, regulatory oversight, operational 
readiness, and legal frameworks lag behind technical pilot efforts [Song, Zhao, & 
Zhou 2023]. For example, media reports such as US dollar’s dominance secure, BRICS 
see no progress on dedollarization—report show that, despite rhetoric, progress in 
reserve currency diversification and trade invoicing remains modest [Atlantic Council/
Reuters 2024]. Conversely, proposals for deeper integration, as Dedollarization, the 
New Development Bank, and BRICS Trade Currency Changing Multilateralism and 
Geopolitical Arrangements, illustrate how trade networks and newer BRICS members 
are placing dedollarization higher on their policy agendas [Tshikovhi, Netswera, Zhu, 
Sijariya, & De Conti 2025]. A consistent gap in the literature remains: few studies 
integrate strategic state motives, institutional designs, and technological innovation 
over time across the full BRICS grouping. This study addresses that gap by tracing how 
scale, adoption, design, and policy trade-offs interrelate, offering a more holistic view of 
what dedollarization means in practice, not merely in theory.

2.1. Classical foundations of dollar dominance

The historical scholarship on the international monetary system consistently 
underscores the United States dollar (USD) as the central axis of global finance. 
Eichengreen [Eichengreen  2011] situates the dollar’s ascendancy in the aftermath of 
Bretton Woods, when the US economy emerged as the world’s most productive and 
stable, giving rise to what he terms “exorbitant privilege.” Experts extend this argument, 
noting that dollar centrality was institutionalized through the International Monetary 
Fund (IMF), World Bank, and cross-border banking systems, which embedded the USD 
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in reserve management and trade settlement. Accounts highlight the stability benefits of 
dollar dominance, but simultaneously expose the systemic vulnerabilities it produces, 
particularly for emerging and least-developed economies exposed to external shocks 
and imported inflation [Prasad 2019]. Critics have further stressed how the dollar’s role 
facilitates the unilateral projection of US sanctions, effectively transforming financial 
interdependence into geopolitical leverage [Tooze 2021].

2.2. Emerging BRICS strategies for dedollarization

In parallel, scholarship on BRICS financial innovations documents the bloc’s attempts 
to redress this asymmetry by enhancing monetary sovereignty. Obasun [Obasun 2023] 
frames these moves as part of a “BRICS rebellion,” with alternative local currency 
settlements, payment networks, and the expansion of the New Development Bank (NDB) 
[NDB 2022] designed to mitigate dollar risk. Rena [Rena 2024] emphasises the role of 
blockchain and digital currency experimentation in building resilience for small and 
medium-sized enterprises in India, situating technological modernisation as integral to 
financial sovereignty. Paul and Rena [Paul and Rena 2024b] analyse the convergence of 
fintech and blockchain as structural enablers of BRICS’ monetary reforms, while Badawi 
[Badawi 2024] details Russia and China’s accumulation of strategic reserves in gold and 
silver as a complementary hedge against dollar volatility. Evidence of applied practice 
is also increasing: RMB-denominated trade between Russia and China, rupee-based 
settlements in India’s energy trade, and BRICS interbank cooperation mechanisms are 
cited as signs of a gradual, pragmatic transition [IMF 2024].

2.3. Critical debates and gaps

Despite these advances, the literature remains divided over the potential for systemic 
transformation. Experts such as Belli and Jiang [Belli and Jiang 2024], consider that 
these BRICS initiatives represent a deeper recalibration of digital sovereignty and 
financial governance, with the potential to diffuse innovation across the Global South. 
Yadav and Rena [Yadav and Rena 2025] further link financial transformation to broader 
innovation ecosystems, arguing that digital technologies and entrepreneurial leadership 
amplify BRICS’ institutional strategies. Yet the literature leaves unresolved whether 
dedollarization constitutes a transitional hedge or a long-term structural reordering of 
the international monetary and financial system (IMFS).

While there exists rich documentation on individual instruments such as CBDC pilot 
reports, bilateral swap arrangements, and NDB lending portfolios, and strong theoretical 
work on reserve currency dynamics, there is a lack of integrated, comparative analysis that 
brings these strands together. Specifically, existing research often isolates mechanisms 
without situating them within a single strategic and institutional framework, leaving 
conceptual gaps regarding how technological innovations, geopolitical competition, and 
institutional design interact to shape outcomes. Moreover, empirical evidence of sustained 
dedollarization remains underdeveloped, with few studies systematically mapping 
pathways and measuring outcomes across the BRICS bloc. This study addresses these 



48 Ravinder Rena, Linda Paul, Fulufhelo Godfrey Netswera

INTERNATIONAL FINANCE

gaps by synthesizing strategic and institutional dimensions of BRICS-led dedollarization, 
engaging critically with both skeptical and supportive perspectives, and offering an 
integrated framework that combines institutional mapping, thematic document analysis, 
and comparative synthesis to assess its trajectory from 2010 to 2025.

3. Theoretical framework

To analyse BRICS-led dedollarization in a way that captures both motivation and outcome, 
this paper draws on a hybrid theoretical framework combining three interrelated 
perspectives: Monetary Sovereignty, Network Externalities & Currency Hierarchies, 
and Institutional Design.

First, the Monetary Sovereignty theory underscores the strategic imperative for 
states to maintain control over their monetary and payment systems. It helps explain why 
BRICS countries push for local-currency settlement, swap lines, and CBDC experiments: 
to reduce vulnerability to external political coercion, sanctions, or US monetary policy 
spillovers. This perspective aligns with recent empirical observations of countries 
seeking redundancy in payment rails and emphasizing legal autonomy [Arnold 2024; 
Ajour El Zein, Clemente-Almendros, & Boldeanu 2025]. 

Second, the Network Externalities & Currency Hierarchies theory deals with the 
mechanics of why the USD has remained dominant: liquidity, trust, safe asset status, and 
widening use in trade invoicing and reserves. The theory also provides criteria under 
which alternative currencies might gain wider adoption: credible institutions backing them, 
deep financial markets, legal frameworks, and acceptance in trade corridors. Empirical 
work [Atlantic Council/Reuters 2024] confirms that while non-USD currencies are gaining 
traction in some corridors, they struggle to mimic the USD’s depth and global reach.

Third, Institutional Design theory focuses on how formal structures, multilateral 
agreements, central bank cooperation, interbank mechanisms, and governance 
frameworks mediate the transition. The design choices, e.g. whether a swap line is 
collateralized, whether local currency lending comes with currency risk protections, 
and whether CBDC systems are interoperable or standardized, determine effectiveness. 
Institutional design also captures path dependency: countries with stronger financial 
infrastructure, legal stability, and institutional credibility have advantages.

These three lenses are mutually reinforcing: monetary sovereignty explains the 
fundamental motivation, network externalities highlight why systemic change is so 
challenging, and institutional design illuminates the practical pathways and conditions 
under which alternatives can be operationalized. Together, this hybrid framework 
provides a robust scaffold for analyzing BRICS-led strategies, the trade-offs involved, 
and the prospects for meaningful change in the international monetary and financial 
system (IMFS). Beyond macroeconomic hierarchies, emerging literature increasingly 
emphasizes the role of technological infrastructures, such as Central Bank Digital 
Currencies (CBDCs), blockchain settlement systems, and cross-border payment platforms, 
as new tools of monetary sovereignty [Paul & Rena 2024b]. For instance, regional 
experiences in Africa and the Middle East also illustrate how currency diversification 
strategies intersect with trade integration agendas.
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4. Methodology

This research adopts a qualitative, comparative secondary-data design to map and 
analyze BRICS dedollarization strategies over the 2010–2025 period. Institutional 
documents, including BRICS leaders’ declarations, New Development Bank (NDB) 
[NDB 2022a] and Central Bank reports of BRICS plus nations, World Bank, IMF and 
BIS policy papers, supplemented by recent peer-reviewed journal articles (e.g. 
[Mohamed Hani & Badawi 2025]), form the corpus of the analysis. The study’s method 
proceeds via comparative financial system mapping, thematic document analysis, and 
triangulation.

Comparative mapping categorizes institutional instruments (swap lines, local 
currency trade settlement, CBDCs, synthetic reserve assets, payment platforms) by 
function, settlement, reserves, credit, and governance, and compares their adoption 
across BRICS members. The thematic analysis involves inductive and deductive coding: 
deductive codes derive from the above theoretical framework; inductive codes emerge 
from the materials, especially documents from BRICS central banks and finance 
ministries, and peer-reviewed articles. Documentary analysis has been shown to provide 
a reliable means of tracing institutional evolution in monetary governance where 
primary data are inaccessible, especially in contexts where official statistics are partial 
or politically constrained [Bowen 2009]. Key themes include monetary sovereignty, 
technical interoperability, liquidity creation, governance reform, and geopolitical 
signaling.

To ensure validity, findings from official documents are cross-checked with 
quantitative data where available: for example, RMB share in global trade payments, 
reports from IMF/BIS on cross-border payments and reserve composition, and credible 
media/institutional reporting (e.g. Reuters, ING). Trustworthiness is approached by 
applying Lincoln and Guba’s [Lincoln and Guba 1985] criteria: extended engagement with 
data from 2010–2025, triangulation across independent sources, reflexivity (authors 
noting their prior research orientations), and maintaining a transparent audit trail of 
coding and analytic memos. Saturation is operationalized when additional documents 
cease to contribute new themes; in this research, after reviewing ~180 institutional 
documents and ~200 peer-review or policy pieces, coding yielded recurring themes with 
diminishing marginal novelty. 

Ethical considerations are minimal due to reliance on public documents; all sources 
are cited and checked for authenticity. Limitations include reliance on official artifacts 
(which may have political bias), absence of non-public or internal central bank data, and 
challenges in measuring “usage” (versus stated policy). These limitations are noted so 
that findings are properly contextualized.

5. Findings

The findings reveal that BRICS dedollarization efforts are materializing through 
three interconnected, and empirically verifiable, channels: institutional instruments, 
technological innovations, and geopolitical drivers.
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5.1. Institutional instruments and empirical evidence

The strategic deployment of new institutional mechanisms has produced measurable 
shifts in financial flows and currency composition. The Cross-Border Interbank Payment 
System (CIPS), established by China in 2015, has shown a significant growth trajectory, 
with its processing volume increasing by 27.3% year-on-year to approximately $17.1 
trillion in 2023 [Cross-Border Interbank Payment System 2024]. Beyond the CIPS, 
bilateral agreements have reconfigured trade invoicing. For instance, official reports 
confirm that over 90% of Russia–China bilateral trade is now denominated in local 
currencies [Economy Middle East 2025], a direct and material outcome of dedollarization 
efforts. Similarly, the New Development Bank (NDB) has actively diversified its lending 
portfolio, with 22% of its loans denominated in currencies other than the USD by 2022. 
These data points demonstrate that dedollarization is not merely a political declaration, 
but that it is being operationalized with tangible results in specific financial corridors.

5.2. Technological innovations

The second dimension involves the development of digital financial infrastructure, 
particularly Central Bank Digital Currencies (CBDCs), which serve as a critical enabler 
of monetary sovereignty. China’s e-CNY pilot, which has been rolled out to over 200 
million users, has been tested for cross-border interoperability through the Bank for 
International Settlements’ (BIS) mBridge project. India has also conducted both wholesale 
and retail CBDC pilots, explicitly testing their potential for international transactions 
since 2023. These efforts are designed to create payment systems that are less vulnerable 
to the operational and political risks of traditional, USD-centric infrastructures like 
SWIFT.

5.3. Geopolitical drivers

Geopolitics provides the strongest motivation for these changes, as demonstrated by 
the acceleration of diversification efforts following the 2022 sanctions on Russia. The 
energy sector has become a primary arena for this shift, with new BRICS members like 
Saudi Arabia and the UAE signalling a willingness to accept non-USD currencies in oil 
trade, challenging the decades-old petrodollar system. The inclusion of Iran and Ethiopia 
further illustrates how BRICS expansion is partly motivated by political alignment 
around sanctions resistance and the pursuit of a multipolar global financial governance 
structure. Geopolitical factors, in turn, are also linked to the technological innovations 
described above. These innovations also contribute to strengthening internal controls 
over payment systems.

*  *  *
Collectively, these findings demonstrate not a wholesale replacement of the USD but the 
emergence of functional alternatives. The evidence points to a dual dynamic: territorial 
diversification, where trade within specific blocs increasingly uses non-USD currencies, 
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and functional innovation, where new instruments like CBDCs and payment platforms 
reduce dependence on USD-centric infrastructure.

6. Discussion

The findings complicate simplistic narratives of either a sudden USD collapse or a purely 
symbolic BRICS resistance. Our analysis supports a layered interpretation, where the 
global financial system is undergoing a gradual but significant rebalancing. While the USD 
retains its unmatched global dominance, accounting for 58% of allocated foreign exchange 
reserves and 84% of global FX transactions in 2024, BRICS strategies are demonstrably 
creating credible spaces of financial autonomy. Through the lens of monetary sovereignty, 
the implementation of local-currency settlement mechanisms has enhanced resilience 
for member states. Russia’s ability to sustain trade with China despite Western sanctions 
serves as a compelling case study of how alternative corridors mitigate geopolitical 
dependence. However, as the theory suggests, the gains are uneven, constrained by the 
fragmented financial systems of some members, like South Africa and India.

From the perspective of network externalities and currency hierarchies, the findings 
underscore a critical paradox: BRICS currencies cannot yet replicate the USD’s liquidity 
depth and universal acceptance. The RMB, despite its growth, accounted for only 3.5% 
of global SWIFT payments in 2025, a figure that highlights its continued struggle to 
challenge the dollar’s systemic role. The slow pace of institutional change confirms that 
overcoming deeply entrenched network effects is a long-term, incremental process. 
Finally, our analysis of institutional design reveals that the success of these innovations 
is heavily dependent on the robustness of their underlying governance arrangements. 
The NDB’s local-currency lending, for example, is constrained by the very challenges 
it seeks to solve currency risk and the lack of deep local bond markets. Similarly, cross-
border CBDC pilots remain in an experimental phase, underscoring that political will is 
only half of the equation; institutional credibility and design are equally decisive. Thus, 
dedollarization is not a sudden rupture but a gradual rebalancing of financial power. It 
involves the creation of parallel, multipolar monetary spaces that incrementally reduce 
dependence on the USD system. Our integrated framework suggests that future research 
should focus on the interplay between technological innovations and institutional 
reforms, as they collectively shape the contours of a new financial order.

7. Conclusion

This paper has examined BRICS-led dedollarization as a strategic, institutional, and 
technological process spanning 2010–2025. It finds that although the USD remains 
entrenched, BRICS nations are building credible alternatives through local-currency 
trade, swap lines, CBDCs, and multilateral lending in non-USD currencies. These 
mechanisms do not yet amount to systemic replacement, but are creating parallel 
infrastructure arrangements that reduce dependence and enhance sovereignty.

Theoretically, the analysis shows the value of integrating monetary sovereignty, 
network externalities, and institutional design perspectives to explain both the drivers 
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and limits of dedollarization. Empirically, it demonstrates that BRICS countries’ 
innovations are producing differentiated outcomes: territorial diversification in trade 
corridors, functional innovation in payments, and geopolitical alignment through bloc 
expansion.

The originality of this study lies in offering a comparative, integrated framework 
across BRICS over 15 years, bringing together institutional mapping, document analysis, 
and technological evaluation. The evidence suggests that while BRICS instruments 
currently supplement rather than replace the dollar system, their integration with 
digital technologies creates a laboratory for future financial governance. Policymakers 
must therefore evaluate not only monetary outcomes but also the institutional learning 
generated by such experiments [Paul & Rena 2024a]. In doing so, it moves the debate 
beyond binary claims of USD decline versus resilience, toward a nuanced understanding 
of gradual multipolar restructuring.

Future research should examine micro-level adoption dynamics (e.g. firm-level 
choices in invoicing), long-term reserve shifts, and the governance of interoperable 
CBDCs. As BRICS expands, the balance of power in global finance may not shift overnight, 
but the building blocks of an alternative order are already visible.

Recommendations

Based on these findings, four key recommendations emerge for policymakers and 
scholars:

1. 	 Enhance interoperability of payment platforms. BRICS states should prioritize 
technical and regulatory alignment in CBDC pilots and clearing systems, to reduce 
fragmentation and maximize network adoption. Collaborative projects such as 
BIS’s mBridge should be expanded to BRICS contexts.

2. 	 Develop hedging instruments for local-currency trade. To make local-currency 
invoicing sustainable, BRICS financial institutions must expand hedging and 
risk-management tools to offset volatility, especially for emerging members with 
weaker currencies.

3. 	 Strengthen institutional transparency and governance. For credibility, 
institutions such as the NDB and developing BRICS Pay system should adopt 
higher standards of disclosure and accountability, addressing investor concerns 
and reducing transaction risks.

4. 	 Expand research on cross-regional spillovers. Scholars should examine how 
BRICS dedollarization intersects with regional monetary unions (e.g. the African 
Continental Free Trade Area) and digital economy initiatives, ensuring a broader 
understanding of how multipolar finance may evolve.
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Abstract
Regional Financing Arrangements (RFAs) constitute an integral layer of the 
Global Financial Safety Net (GFSN) on the regional level. They play a key role in 
providing regional expertise, crisis response mechanisms and financial resources 
tailored to the specific needs of member states. Through a decade of cooperation, 
RFAs have enhanced the effectiveness of the GFSN, contributing to the prevention 
and management of crises, the mitigation of external shocks, and the preservation 
of confidence in the global economy. In collaboration with the IMF, RFAs continue 
to contribute to a more resilient international financial architecture by bridging 
financing gaps, facilitating economic recovery, and implementing the necessary 
reforms, particularly for vulnerable economies. 
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Introduction

After each economic crisis, the global financial and economic architecture changes 
noticeably. Crises draw attention to the shortcomings and limitations of the dominant 
economic theories, and the mechanisms and institutions underlying them. The above 
fully applies to the international monetary system. The Bretton Woods institutions 
emerged in response to the need for a new global financial architecture after World 
War II. Later, the limitations of the established global financial system became apparent, 
which led to an increase in its regional component. 

The global financial crisis (2007–2009) became a catalyst for systemic changes 
in the global financial architecture. Its depth showed that the anti-crisis function in 
international monetary system needed to be strengthened. In 2010, The G20 stated that 
the global financial system needs a more powerful Global Financial Safety Net (GFSN).1 
The GFSN is an essential pillar for supporting a well-functioning international financial 
architecture. It is an international multi-level financial system and institutions that 
provide financial support to countries in the event of a financial crisis or in order to 
prevent it. The GFSN has three main objectives: (1) provision of financial resources 
for the prevention of a financial crisis; (2) provision of liquidity to deal with a crisis or 
minimize its negative consequences for the national economy; and (3) encouragement of 
responsible macroeconomic policies. 

The GFSN refers to the different layers of resources for crisis prevention and 
resolution, which come mainly from (i) international reserves held by national central 
banks, (ii) bilateral swap arrangements between central banks (BSAs), (iii) Regional 
Financing Arrangements (RFAs), and (iv) the International Monetary Fund (IMF).

But we may also find a broad variety of definitions of the GFSN’s boundaries, 
all accompanied by different arguments. For instance, some authors only include 
three elements in the GFSN: the IMF with a central role, while the second and third 
layers include regional arrangements and bilateral arrangements that rely on foreign 
reserves accumulated by individual countries (e.g. [Hawkins et al. 2014]). Rana [Rana 
2017] highlights that the G20 is at the apex of the multilayered GFSN. Becker et al. 
[Becker et al. 2006] conclude that countries can self-insure against shocks through 
their own policies and institutions. Gallagher et al. [Gallagher et al. 2020] include 
bilateral credit facilities and even national policies such as capital flow management 
measures. But what, in any case, unites all of these definitions is the question that the 
GFSN is facing.

After the COVID-19 crisis, we saw another stage of the GFSN’s evolution. In addition to 
the above elements, other sources of stabilization financing appeared that are significant 
both for the donor community and for the recipients. Sometimes their volumes may 
exceed the level of actual support from the GFSN elements mentioned above. These 
sources include policy based lending (PBL) provided by multilateral development banks 
(MDBs), as well as bilateral financial support in the form of Debt Service Suspension 
Initiatives.

1	 The G20 Seoul Summit leaders’ declaration. Seoul, November 12, 2010. Available at: http://www.g20.
utoronto.ca/2010/g20seoul.html
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Geoeconomic fragmentation is on the rise amidst heightened geopolitical tensions 
and a surge in inward-looking policies aimed at increasing economic and national 
security. Investment and trade relations are gradually reorienting along geopolitical 
lines, reshaping global supply and value chains and potentially also the nature of 
globalization at large. Notwithstanding uncertainty about how this emerging trend 
will evolve, including its possible extent and duration, an increasingly divided 
international trade and financial system could lead to significant welfare costs, impair 
our ability to tackle international challenges, and pose risks to global and regional 
financial stability. 

We may suggest that now, during a period of geoeconomic fragmentation, we may see 
another stage of GFSN development.

This article examines and analyzes the evolution of the GFSN, briefly describes the 
GFSN’s various layers and elements, and identifies the role of RFAs in its functioning. The 
author has highlighted the main features of RFAs in the GFSN. Also, gaps and limitations 
in the current GFSN are identified, and policy recommendations given. 

The GFSN’s different layers and elements

Since the global financial crisis, the GFSN has grown to $3.5 trillion (excluding 
international reserve assets at the country level), more than 10 times its pre-2008 level 
[Muehlich et al. 2020]. Over the past 10 years, the IMF has been recapitalized, and the 
European Stability Mechanism (ESM) and the Eurasian Fund for Stabilization and 
Development (EFSD) have been established.

Each element of the GFSN has its own unique features, and is suited to different types 
of shocks. 

(I) The GFSN’s national layer: FX reserves are the most reliable form of self-insurance, 
with direct control by the national authorities. They serve as the very first line of defense 
and are the biggest in terms of the volume element of the GFSN. While reserves are an 
effective safeguard against crises, the lack of access to other elements of the GFSN could 
lead to excessive accumulation of reserves. The cost of holding reserves is high, and the 
return is low. Most reserve assets are low-yield, low-risk foreign government bonds, and 
they are exposed to both valuation and foreign exchange risks.

Despite being the largest component of the GFSN, low-income countries do not have 
a large share of FX reserves, which leave them vulnerable to external shocks. Also, we 
should keep in mind that the utility of FX reserves may be limited by market perceptions 
of their large-scale use. Some emerging economies, in particular, may hesitate to use 
their reserves in times of crisis, because it could be a bad signal to the market and weaken 
investor confidence.

(II) Bilateral swap arrangements are the least transparent element of the GFSN. Their 
primary role is to ensure major currency funding markets continue to operate during 
crises, because BSAs are not designed to provide BoP support.

According to 2023 data, about $1.5 trillion was accessible in BSAs, according to 
the interactive database compiled by the Institute for Latin American Studies at Freie 
Universität Berlin and the Global Development Policy Center at Boston University. These 
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swaps are being offered by a wide range of central banks, predominantly the US Federal 
Reserve and the People’s Bank of China. 

Federal Reserve swaps are exclusive, affecting only developed countries with close 
economic, trade, financial and military relations to the US, like the ECB, Bank of England, 
Bank of Japan and Bank of Canada. Among the EMEs, only Brazil and Mexico had the 
opportunity to establish a currency swap agreement with the United States. Major 
EMEs such as China and India cannot participate in it [Zhang and Chen 2023], which is 
problematic.

(III) The regional layer: RFAs have emerged as an important line of defense in 
the safety net to safeguard financial and macroeconomic stability in the regions they 
cover. Inaugurated on 8  October  2012, the European Stability Mechanism  (ESM) 
replaced the European Financial Stability Facility (EFSF), becoming the permanent 
crisis resolution mechanism for the euro area, with a lending capacity of €500 billion. 
The BRICS Contingent Reserve Arrangement (BRICS CRA) was set up as a pool of swap 
lines of $100 billion among the five big emerging market economies in June 2014. At 
the same time, some existing RFAs were further strengthened institutionally and 
financially. For instance, the Arab Monetary Fund  (AMF) doubled its authorized 
and subscribed capital in 2013 to 1.2 billion Arab Accounting Dinars, the equivalent 
of $5.4  billion. In Asia, the overall lending resources available in the Chiang Mai 
Initiative Multilateralization (CMIM) were doubled to $240 billion in 2014 from $120 
billion, and in the same year a crisis prevention facility was introduced. Moreover, the 
ASEAN+3 Macroeconomic Research Office (AMRO) was established in April 2011 as an 
independent regional surveillance unit to monitor and analyze regional economies 
and support the decision-making of the CMIM; it became an international organization 
in February  2016. The Anti-Crisis Fund of the Eurasian Economic Community, 
established in June 2009, was transformed into the Eurasian Fund for Stabilization 
and Development (EFSD) with a dual mandate of providing crisis-time liquidity and 
long-term support (see Table 1 on p. 59).

Table 1. 	 The RFA family

 Name Establishment Resources, USD billion Countries Number of operations

Arab Monetary Fund 1976 3.8 22 n/a

The BRICS Contingent Reserve 
Arrangement

2014 100.0 5 0

The Chiang Mai Initiative 
Multilateralization

2010 240.0 14 0

Eurasian Fund for Stabilization 
and Development

2009 9.4 6 33

European Stability Mechanism 2012 794.0 20 5

Latin American Reserve Fund 1978 3.9 8 n/a

Source: author’s calculations.
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In 2015, coinciding with the Third International Conference on Financing for 
Development in Addis Ababa, aiming at further strengthening of the GFSN, the RFAs 
established multilateral cooperation aimed at further strengthening the GFSN. Since 
that time, the RFAs have substantially augmented their financial capacities, operational 
frameworks, and institutional coordination, thereby considerably enhancing their ability 
to support member countries in addressing economic shocks and reinforcing resilience. 

Despite the growth of available resources in the GFSN, the coverage of the safety net 
is uneven, with sizeable financing gaps in many emerging and developing economies, 
undermining its effectiveness in preventing contagion. More than half the world’s 
economies have access to only one element of the GFSN: the IMF. Moreover, most 
countries would need to use several components of the GFSN to fully cover their 
financing needs, which could probably raise coordination issues.

RFA institutions do not cover most of Africa, including Sub-Saharan Africa, as well as 
significant parts of Eurasia and Latin America, while all these regions and sub-regions are 
prone to sizeable shocks (see Figure 1 on p. 60). For instance, the absence of this financial 
stability mechanism leaves indebted African countries to struggle with debt distress and 
other challenges with lesser capacity than other regions.

Figure 1. 	 The regional layer: uneven coverage

Failing to solve the issue of uneven geographical coverage may lead to a shortfall in 
inclusive stabilization, failure to address macrostabilization and other emerging issues, 
such as climate, in many lower-middle and low-income economies.

EFSD

AMF
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(IV) The global layer: In many ways, the GFSN development process is related to 
changes in the IMF. As a result of the global financial crisis of 2007–2009, its supervisory 
and lending capabilities have increased. In 2009, the IMF added preventive tools to its 
toolkit designed to protect member countries affected by the secondary effects of a 
regional or global crisis. The IMF also strengthened its support for low-income countries 
and created a Poverty Reduction and Growth Trust (PRGT) with preferential lending 
mechanisms. Despite the progress made, key aspects of the IMF’s work continue to 
provoke discussion. For example, it is proposed that the IMF’s management is reformed 
and its activities coordinated with other elements of the GFSN. 

Given the rapid growth of developing countries, the issue of matching the IMF 
quota mechanism to the increasing weight and influence of these countries in the global 
economy has become urgent. This contradiction creates a serious problem of institutional 
legitimacy. Against this background, the G20 initiated a quota review process in 2010. As 
a result of the 14th revision, which came into force in 2016, the corresponding resources 
were doubled to 477 billion SDR (about $660 billion). At the same time, more than 6% of 
quotas were redistributed from developed countries in favor of developing ones. As a 
result, China became the third largest member state of the IMF, and Brazil, India and 
Russia are among the 10 largest shareholders. However, the 15th quota review in 2019 and 
the 16th one in 2023 ended unsuccessfully.

Another important element of stabilization support for countries is financing from 
MDBs. They are originally out of the scope of the GFSN, but their activities should be 
taken into account [Vinokurov et al. 2021]. The policy‑based lending of MDBs and bilateral 
financial support proved to be significant channels of stabilization support during the 
COVID‑19 crisis. MDBs have committed resources of around $150 billion. In 2020, the debt 
service suspension provided by official bilateral creditors was estimated at $5.7 billion 
(including the China Development Bank, participating as a commercial creditor). The 
importance of the MDBs’ crisis response and bilateral financial support raises the need 
to better articulate their place in the GFSN.

Key roles of RFAs in the international monetary system

Complementing the IMF and strengthening  
the Global Financial Safety Net

This is the most direct and critical role. RFAs act as a first line of defense against balance 
of payments crises and speculative attacks. The GFSN’s core global lender is the IMF. RFAs 
act as a first line of defense, providing quicker, more accessible financing for smaller 
or temporary shocks. This complements the IMF’s role as a lender for larger, more 
fundamental crises. RFAs provide emergency short-term loans to member countries 
facing sudden capital outflows or liquidity shortages. This can stop a minor shock from 
escalating into a full-blown crisis. This rapid financing while a larger, more complex 
negotiation with the IMF is arranged effectively bridges the gap to prevent a disorderly 
default. RFAs often co-finance programs with the IMF, combining their regional expertise 
with the IMF’s vast resources and experience. This was exemplified during the European 
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debt crisis where the European Stability Mechanism, the European Commission, and the 
IMF formed the Troika to design bailout programs.

Since the beginning of the COVID‑19 crisis, RFAs have been actively working to 
help their member states. Measures were broadly of three types: revision of lending 
instruments and policies; financing their members through different lending modalities; 
and timely economic monitoring and provision of technical assistance. From the 
currently existing RFAs, the Arab Monetary Fund and Eurasian Fund for Stabilization 
and Development provided financial support to member countries, partly in combination 
with IMF programs. Moreover, in Eurasia the EFSD approved nearly the same amount 
of stabilization financing from the year of its establishment as the IMF did (see box on 
p. 62). As a result, the collective resource base of RFAs has come to rival that of the IMF, 
with their lending capacity matching the IMF’s $1 trillion lending capacity [Mühlich 
et al. 2022].

The EFSD: a RFA in Eurasia

The EFSD was established in 2009 by Armenia, Belarus, Kazakhstan, Kyrgyzstan, Russia, and Tajikistan 
in order to promote economic and financial stability in the participating states, as well as support their 
sustainable development. In 2024, the Fund was transformed into an independent international financial 
institution by amending the Agreement on the Establishment of the EFSD in 2009.

The EFSD is a key source of stabilization financing for recipient states. Over the past 16 years, it has 
provided about $7 billion to maintain macro stability and create conditions for sustainable development, 
and it continues to provide assistance to participating states.

Providing tailored and regionally sensitive support

RFAs have deep knowledge of their member countries’ specific economic structures, 
political contexts, and challenges. This allows them to design conditionality that is 
more appropriate and politically palatable than standard IMF programs, which are 
sometimes criticized as a “one size fits all” approach; responding with greater speed and 
understanding of regional spillover effects (contagion risk). Fixing macro imbalances 
is likely to have only a temporary positive impact on the economic development of 
countries, which are likely to remain vulnerable to shocks if critical structural and 
institutional barriers are not properly addressed. With this understanding, beyond 
their crisis response mandate, the RFAs begin to play an active role in advancing critical 
development priorities. By fostering macroeconomic stability, improving fiscal and 
external sustainability, and supporting sound policy frameworks, RFAs help to create 
establish conducive preconditions for sustainable and inclusive economic growth. 
Increasingly, RFAs within their mandates and operations advance specific development 
objectives, including poverty alleviation, resilient infrastructure development, 
inclusive financial systems, and climate change. Their financial assistance and policy 
dialogue emphasize the protection of social spending, the promotion of economic 
equity, and the acceleration of progress toward the 2030 Agenda for Sustainable 
Development.
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Promoting regional financial integration and policy coordination

RFAs serve as platforms for deeper economic cooperation. They encourage the 
harmonization of macroeconomic policies and financial regulations across member 
states; facilitate discussions on regional exchange rate mechanisms and monetary 
cooperation (e.g. the European Monetary System preceding the euro); and promote 
the use of local currencies in trade and settlement, reducing dependence on third-
party currencies like the US dollar. The ESM issues bonds on international markets 
to raise funds for its lending programs. This creates a large, liquid, and high-quality 
benchmark asset that fosters the development of deeper regional bond markets. 
Other RFAs could explore similar initiatives. RFAs have also become centers of 
expertise on regional economies. They organize forums, training, and technical 
assistance, building a community of policymakers with shared understandings 
and goals.

RFAs can contribute to greater intra-regional cooperation as their members 
navigate possible risks to economic and financial stability arising from geoeconomic 
fragmentation. The readiness of rescue funds, and the ability to adapt tools and policies, 
will be essential to ensure effective safety nets. In this context, RFAs could consider 
ways to, within their remits, fine-tune their analytical capabilities to better detect 
geoeconomic and attendant macro-financial risks and their impact; provide policy 
advice to help members address vulnerabilities and (re)build fiscal and financial buffers 
against shocks; expand capacity-building initiatives to include new challenges that 
members face; enhance lending toolkits as necessary to safeguard their effectiveness; 
and assess the adequacy of their respective financial firepower and financing structures 
to respond to any request for assistance from members. 

The latter is of importance not just because the demand for RFA resources could 
potentially increase, but also because reduced risk diversification could make shocks 
more correlated and concentrated within blocs. 

Enhancing regional voice and autonomy

The lack of scale and efficacy across the IMS is in part a function of the fact that the 
countries that most rely on the IMS have the least amount of voice and representation 
in the governance of the IFIs. By and large, institutions for global economic governance 
do not provide adequate voice and representation to emerging markets and developing 
countries and their citizens. This is manifest in the “gentleman’s agreement” whereby 
the heads of the WB and the IMF are citizens of the United States and Europe 
respectively. These institutions also grant veto power to a small handful of advanced 
economies whose decisions dominate decision-making [Dreher et al 2015]. Within 
the IMF and the WB there is also a significant gender and nationality imbalance in 
representation, especially in senior positions. Finally, there are limited opportunities 
for non-state actors to meaningfully engage on IMF policy. Some progress has been 
made in recent years, most notably with the addition of a third Executive Board chair 
for Sub-Saharan African countries at the IMF, and the inclusion of the African Union 
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in the G20. However, there have been missed opportunities, too, such as with the 2023 
IMF quota increase that did not include a realignment of voting shares.

For emerging and developing economies, RFAs offer a way to increase their collective 
bargaining power within the global IMS, which is still largely dominated by Western 
economies and the G7; and to create alternatives and reduce perceived over-reliance 
on the IMF and the World Bank, institutions whose governance structures (e.g. voting 
shares) are seen by many as outdated and not reflecting current global economic realities.

Crisis prevention and surveillance

Challenges facing RFAs include adapting to new global economic risks like climate change, 
digital transformation, and geoeconomic fragmentation, while also strengthening their 
own tools and capabilities to prevent and resolve financial crises alongside the IMF. Many 
RFAs have developed their own regional economic surveillance units (e.g. the AMRO for 
the CMIM). These units monitor regional economies, identify vulnerabilities, and issue 
early warnings. This regional surveillance complements the IMF’s global surveillance 
(Article IV consultations), providing a more focused perspective on interconnected 
regional risks.

One may suggest that the RFAs are not intended to act as the first line of defense 
in case of sudden shocks; moreover, they were not designed to address humanitarian 
and natural disasters [Vinokurov et al. 2021]. In most cases, the RFAs’ instruments are 
targeted at ex‑post conditionality. There are some challenges associated with the RFAs 
that may remain in place in some cases: 1) their adequacy in the event of simultaneous 
shocks affecting the whole region; 2) their shortage of expertise and institutional capacity 
needed for surveillance and program design and monitoring; 3) complexities with respect 
to imposing program conditionality; 4) the potential effect of stigmatization on market 
sentiment from the viewpoint of policymakers. 

The last issue should be addressed with well communicated precautionary and 
preventive instruments and approaches. At this stage, it is not clear whether the RFAs 
are prepared to provide the necessary liquidity without reliance on adjustment programs 
and conditionality. If they are not, then the RFAs should either build up their own 
capacity or coordinate their activities with the IMF. Although significant improvements 
in coordination between the IMF and the RFAs have been made, questions remain about 
the proper rules guiding access to financing, about sharing data and information, and 
about the possibility of joint surveillance missions and provision of technical assistance. 
Moreover, there have been very few cases of testing such coordination in practice. 
Despite of the indicated above challenges, for the RFAs it might be worth exploring 
and quantifying how the availability and adequacy of the financial safety net positively 
impacts market sentiments and increases market confidence.

GFSN limitations and policy proposals

There are two challenges for the GFSN: the uneven geographical coverage and the 
provision of efficient coordination between its elements [Levenkov et al. 2024].
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First, widening geographical coverage of existing RFAs is crucial as well as, 
specifically, establishing an RFA for Africa. Africa, particularly the Sub-Saharan region, 
still lacks its own RFA. Meanwhile, the region experiences protracted fiscal and balance 
of payments deficits, and further actions are needed to address acute challenges such 
as food insecurity and inflation pressures. It is vital to establish a regional financing 
arrangement for Africa as an institutional solution to enhance macrofiscal and financial 
resilience. Such emergency support could complement the existing architecture and 
provide much needed fiscal space, contribute to avoiding a scenario in which countries 
falling into illiquidity end up insolvent, and limit regional spillovers. An African RFA 
would protect the continent from financial crises and help resolve those that have 
emerged. As a complement to the GFSN, this mechanism would help drive regionalization 
of fiscal rules, and facilitate home-grown green structural reforms that promote long-
term and sustainable growth in Africa. In addition, Eurasia is only partially covered by 
the Eurasian Fund for Stabilization and Development as a regional crisis mitigation and 
prevention mechanism.

Second, coordination should be further enhanced both within the GFSN and with 
other sources of stabilization financing, such as multilateral development banks. The pool 
of available resources for stabilization financing is actually increasing. This stresses the 
issue of coordination among them. There are several low-hanging fruits within the GFSN 
coordination agenda, e.g. timely data collection and public availability are prerequisites 
for monitoring coverage and enhancing convergence of approaches. This would, in turn, 
help to prevent overlaps and facility shopping. 

The RFAs and the IMF have already significantly strengthened cooperation through 
various activities, including consultations on economic developments and policies, joint 
research seminars, technical assistance missions, high-level dialogues, and test runs. 
RFAs report to the G20 International Financial Architecture Working Group on their 
cooperation, including with the IMF.

Conclusion 

In this article, the GFSN’s current situation is observed. We may conclude the following:
• 	 The GFSN is an essential pillar for supporting a well-functioning international 

financial architecture. It was proved to be so during the GFC and the COVID-19 crisis. 
• 	 In order to increase resilience, especially for emerging and developing economies, 

it is necessary to further strengthen the GFSN. Further strengthening of the GFSN 
is expedient for effective counteraction to inevitable crises in the future. It should 
be noted that MDBs’ stabilization financing could be benchmarked toward GFSN 
instruments in order to better understand the amount of funds available for crisis 
response, and their specific conditions and terms.

• 	 RFAs have become indispensable components of the 21st century international 
monetary system. They are no longer minor adjuncts, but essential pillars that 
add diversity and resilience to the global financial architecture, offering tailored 
solutions that reflect regional realities, and empowering emerging economies 
with a greater voice.
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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 
a major financial power (金融强 国) [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 
et al. 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].
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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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Abstract
This paper attempts to provide an overview of the digitization of Malaysia’s 
financial ecosystem which began in the 1990s during the time of the “Asian 
Miracle.” Since then, the nation has weathered several financial storms to 
survive and thrive through prudence as well as the constant upgrading of its 
regulatory frameworks and keeping up with technology and innovation. In 
2022, Malaysia collaborated with the Bank of International Settlements (BIS) 
to trial wholesale Central Bank Digital Currencies (CBDCs) together with three 
other participating central banks under Project Dunbar. In 2025, Malaysia 
undertook its own initiative under Project Mawar in partnership with the BIS 
to develop its own CBDCs. Malaysia’s desire to digitize its financial ecosystem 
is not driven by dedollarization, but by the fear of not wanting to be left behind 
technologically. This paper outlines how Malaysian regulators see the benefits as 
well as the challenges ahead for this small nation. Given that Malaysia has its own 
national priorities to consider while seeing an opportunity to be a forerunner 
in Islamic digital financing, will it be in a rush to do things the ASEAN Way? 
Past experiences and how Malaysia sees the future may play a role in the pace it 
chooses to take.
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1. Brief background: The digitization of Malaysia’s financial ecosystem

Malaysia’s foray into the digitization of its banking sector began in the 1990s. This was 
an era defined by the move from manual to electronic processing using ATM networks 
in the banking sector. The widespread installation of ATMs in the 1980s and 1990s gave 
the public their first direct access to electronic banking, allowing cash withdrawals and 
transfers. 

The adoption of EFTPOS (Electronic Funds Transfer at Point of Sale) during this 
period allowed debit and credit cards to be swiped at physical merchant terminals, as well 
as deductions of funds from a customer’s account, electronically. It can be said that this 
was the precursor to the modern Interbank GIRO card payments system. This facilitated 
batch processing of interbank transfers, which was a foundational step for faster systems 
later on.

Unfortunately, most Malaysian banks suffered considerable losses during the Asian 
Financial Crisis (AFC) of 1997 [Zakaria 2023]. During the period of the roaring “Asian 
Tigers” in the 1960s–90s, many Asian countries had taken up easy loans due to low 
interest rate environments and massive inflows of Foreign Investments (FDI). Those 
were the twin financial engines deemed necessary to fuel their rapidly expanding export-
driven economies. Many of the commercial banks, largely pushed by their respective 
governments, had issued sizable loans to their own governments and private businesses 
alike for massive infrastructure upgrades, specifically, ports, airports, highways, 
transportation hubs, urban-rural electrification, telecommunications, manufacturing 
hubs, industrial zones etc., which were deemed to be an essential part of building export 
capacity. Banks were told to direct their efforts to build their respective countries’ export-
oriented capabilities. Competition among these nations was very intense, and Malaysia 
was among the countries vying to be part of the so-called “Asian Miracle.”

When the AFC exacted its havoc, many of the banks in Asia were forced to adopt harsh 
policies to pare down their high non-performing loans very quickly. This provoked a 
sudden, severe credit crunch leading to economic instability which inevitably spilled 
over to political unrest among the Asian “tigers.”

Malaysia was among the few countries that managed to achieve considerable progress 
by implementing the necessary reforms, against a backdrop of intense political turmoil 
rocking the entire South East Asian region. At that time, the current Prime Minister 
of Malaysia, Anwar Ibrahim, was the Deputy Prime Minister-cum-Finance Minister. 
Ibrahim was sacked from both his positions by the then sitting Prime Minister, Mahathir 
Mohamad. The reason for his sacking was that Mohamad had disagreed with Ibrahim 
over backing the IMF’s austerity plans.

 Instead of following the IMF-led austerity plans, Mohamad pushed for consolidation 
of the banks to prevent the further collapse in the financial sector. Malaysia’s 
unemployment rate rose from 2.4% prior to the crisis to 3.4% by 1999.1 The poverty rate 
had risen from 6.1% in 1997 to 7.5% within two years.2 He insisted that price stability had 

1	 https://open.dosm.gov.my/data-catalogue/hh_poverty
2	 https://open.dosm.gov.my/data-catalogue/lfs_year
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to be prioritized due to significant decline in the value of assets coupled with falling 
purchasing power. It was clear that Malaysians were experiencing financial strain, and 
were unable to meet their own financial commitments. 

Thailand regulators took to unpegging the Thai baht as investors pulled out of the 
country, leading to an even faster decline in the country’s foreign reserves. The baht 
immediately depreciated by about 15%. The value of the Indonesian rupiah eventually 
fell by about 80%, and the South Korean won by 50%. The Malaysian ringgit suffered a 
devaluation of up to 45%. The situation looked grim. The Bank Negara Malaysia (BNM, 
the Central Bank of Malaysia), had to act swiftly. Virtually overnight, it made the decision 
to implement capital controls and pegging of the Malaysian ringgit to the US dollar at a 
rate of 3.8 from a high of 4.9, against harsh criticisms from the global financial fraternity 
[Zakaria 2023].

Still, the IMF continued to insist that Malaysia maintain its “liberalization path,” 
which Mohamad disagreed with. Although it was an unpopular move among private 
commercial banks, he took a tough stand against the private sector and pushed for 
bank consolidation. Malaysian banks were instructed to improve their non-performing 
loans as a priority. Indeed, in hindsight, decades later, it was due to the consolidation of 
the banking sector that Malaysia was able to ride the rise of the internet and usher the 
country into its next major phase of digitization. That was the beginning of the adoption 
of internet banking as we know it today. 

After the recovery of the AFC, Malaysia banks began offering online banking services 
in the early 2000s, allowing customers to check balances, transfer funds, and pay bills 
online. This was a revolutionary shift away from branch-based banking.

In 2000, the FPX (Financial Process Exchange) enabled online shoppers to pay 
for goods and services directly from their bank accounts through a secure platform, 
boosting e-commerce. The Real-Time Retail Payments Platform, a true game-changer 
and a brainchild of PayNet, owned by Bank Negara Malaysia, was launched in 1999–
2000. Not long after, the RENTAS System (Real Time Electronic Transfer of Funds 
and Securities) for interbank payment and scripless securities came into fruition 
[BNM 1999a].

Once again, the world came to another turning point: the 2008 US subprime crisis. 
This time, Malaysian banks remained largely intact despite the global repercussions, due 
to their already consolidated size and earlier reforms. 

By 2010, BNM launched the Financial Sector Blueprint (2011–2020) to pave the way 
for the Malaysian financial sector to fully embrace the transformation required to meet 
globalization. It was evident to Malaysia that China was expeditiously becoming a global 
manufacturing and trading giant. Therefore, part of the plan was to further integrate the 
Malaysian financial system into regional financial networks, particularly supporting 
regional trade and investment. Hence, among the objectives of the blueprint was to 
push for greater financial inclusion in particular, providing accessibility to cheaper 
and easier financial options for households in the middle- to lower-income groups. More 
crucially, to work toward a “cashless” payment system. This period was characterized by 
real-time payments and mobile-centric solutions which were strongly supported by the 
government. 
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About 15 years after RENTAS, DuitNow was launched for the retail market. This 
system enables real-time interbank funds transfers using just a mobile number or 
National Registration Identity Card instead of a bank account number, making instant 
payments accessible to everyone. It was in line with the National E-Payment Roadmap 
which was actively pushed by the BNM to reduce the country’s reliance on cash and 
cheques. This policy drive was instrumental in accelerating the adoption of a new 
standardized QR code payment system allowing any merchant, from large retailers to 
hawkers to accept digital payments cheaply and easily. 

In 2014, JomPAY was launched, which allows users to pay bills online using a unique 
Biller Code and Reference Number, further reducing the need for cash or cheques.

Today, Malaysia offers a mixture of traditional and digital payment systems including 
cash, credit and debit cards, digital wallets like Touch’nGo, Boost and GrabPay, online 
banking and Buy Now, Pay Later (BNPL) services.

2. Toward CBDCs: Project Dunbar

In 2022, the Malaysian Financial Sector Blueprint Report (2022–2026) was launched 
to ensure its banking frameworks and regulations kept up with innovation. The BNM 
recognizes that the trend toward a cashless ecosystem demanded by ordinary Malaysians 
is in line with the global shift toward digital currencies. 

The BNM had already announced in 2021 that it would participate in Project Dunbar 
to develop two prototypes to enable international settlements using digital currencies 
issued by participating central banks. This was a collaboration between the Bank for 
International Settlements (BIS) Innovation Hub, and the Reserve Bank of Australia, the 
Bank Negara Malaysia, the Monetary Authority of Singapore, and the South African 
Reserve Bank.

Project Dunbar is designed to focus on creating a common platform for cross-border 
settlements of the above participating banks and financial institutions to transact 
directly with each other. In other words, the settlements are to be confined to wholesale 
payments among the participating banks. Project Dunbar is part of the G20 roadmap 
to eventually link all the CBDC systems running on an mCBDC payment system hosting 
multiple CBDCs.

For the moment, the Malaysian government has said that it would focus on looking 
at a “sandbox” situation in order to understand the full implication of CBDCs on its local 
economy before forging ahead with the issuance of CBDCs for the retail market. The 
BNM says that this will spur greater efficiency, and bring better inclusion and vibrancy 
to the payment and financial landscape. Concurrently, the Financial Sector Blueprint 
Report (2022–2026) also cautioned that a hasty decision toward having CBDCs may also 
impact monetary policy operations and amplify operational as well as cyber risks to the 
BNM. It may even trigger financial stability risks, for example if there were a sudden 
and significant shifting of bank deposits to CBDCs. This appears to be a common theme 
in all BNM’s reports and statements, reflecting a high degree of restraint in the way the 
Malaysian Central Bank approaches any form of technological application in the banking 
and financial systems.
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Meanwhile, the Malaysian government also understands that it cannot remain 
stagnant on the matter of the CBDC, due to the widespread adoption of foreign CBDCs 
and stablecoins already being used for payments among certain Malaysian merchants. 
Nonetheless, the Financial Blueprint Report (2022–2026) clearly states that the lack of 
preparation and proper regulatory frameworks may in turn undermine the stability of 
the financial system, namely, the flight of foreign CBDCs and stablecoins in times of crisis. 

The BNM’s strongly developed sense of independence is worth noting in this paper 
as being a significant feature of Malaysia’s functioning parliamentary democracy.

3. Malaysia steps into a brave new world

Essentially, a CBDC is a digital form of central bank money that is separate from balances 
in the traditional reserve or settlement accounts. It uses a digital token that represents 
a form of fiat money, yet it is different from cryptocurrencies or stablecoins issued by 
private entities. It is nonetheless a form of central bank money that represents a direct 
liability of the central bank—in this case, the BNM.

In 2021, Malaysia agreed to participate in Project Dunbar, which is a collaboration 
with the Bank of International Settlements (BIS) Innovation hub and three other 
sovereign countries, namely Australia, Singapore, and South Africa [Awang Abu Bakar, 
Yahya et al. 2023].

Malaysia outlined its roadmap in this new frontier in its Financial Sector Blueprint 
Report (2022–2026) [BNM 2022] consisting of three phases of multi-year exploration to 
assess the potential of CBDCs as well as DLTs (Distributed Ledger Technologies, a system 
of recording digital assets that has no need for a central authority) taking into account the 
country’s own policy objectives of prioritizing financial stability and supporting healthy 
economic growth in the real economy.

Phase 1: Implementing cross-border wholesale CBDCs 

Since 2010, Malaysia has been among the most open economies in the world, with a trade-
to-GDP ratio of over 130%. Thus, the country sees any improvements in efficiencies in cross 
border transactions representing significant cost savings and productivity gains for its trade. 
Conversely, it also means that any negative impacts on its financial system would expose its 
soft underbelly just as quickly, due to the sensitivity of its trading system to global shifts.

Phase 1 was to address any longstanding frictions in cross-border payment 
arrangements such as low speed, high cost, limited access, and insufficient transparency 
among the participating central banks. The main objective was to reduce the number of 
intermediaries that would result in faster and cheaper cross border payments. 

The 2012–2022 timeframe was earmarked for the Proof-of-Concept.

Phase 2: Issuing domestic wholesale CBDCs

The Proof-of-Concept (POC) in Phase 1 was meant to provide the authorities with 
preliminary data to reimagine and future-proof domestic wholesale payment 



85An Overview of Malaysia’s Digital Currency Ecosystem: Past Traumas or Fear of the Future?

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

systems like RENTAS to apply wholesale CBDCs and DLTs (i.e. Distributed Ledger 
Technologies) in order to elevate the domestic payment system to the next level. In 
the report, the BNM pointed out that some of the benefits could include reducing 
single point failure risks, enhancing efficiency in handling liquidity in the system, 
helping to simplify compliance processes and enabling the use of new asset classes 
such as tokenized assets.

Phase 2 was to take place between 2022 and 2023.

Phase 3: Domestic retail CBDCs

As mentioned, Malaysia already has a rather efficient real-time payment system (RPP), in 
place since the early 2000s. Hence, the introduction of CBDCs is meant to “up the game” 
for the Malaysian financial sector, as CBDCs allow programmable features. The Financial 
Sector Blueprint Report (2022–2026) [BNM 2022] outlined Phase 3 as one which would 
make CBDCs programmable “to streamline compliance processes and facilitate automatic 
payments like automated coupon payment upon bond maturity, automatic routing of tax 
payments to the authorities at the point of sale and automated settlement of vehicles and 
real estate purchase upon confirmation of the transfer of legal title.”

Phase 3 was to have taken place in 2023.
 

4. What Malaysians want and fear: An observation

Between May and August 2025, the Institute of Strategic Analysis and Policy Research 
(INSAP) and the Centre for Strategic Engagement (CENSE), a private consulting 
firm specializing in political research and opinion polls, conducted a small sample 
of interviews consisting of around 20 participants aged 25–66, with almost equal 
numbers of females and males in the mix. The participants were all working adults, 
with the exception of several retirees who had previously worked in professional 
sectors or owned trading businesses. All were Malaysian citizens, thus representing 
the mainstream of Malaysian society.

Due to the small sample size, this segment is only meant to be an observation, rather 
than conclusive feedback. Nevertheless, the findings can be summarized as follows:

Adoption of digital currencies is varied across generations

All the participants agreed that the trajectory of adopting digital currency is a matter of 
time, and that it is a train that no one will be able to stop. They admitted that the COVID-19 
pandemic and the subsequent lockdowns forced many of them to face the reality of 
the digitization of all aspects of their lives. This ranged from food delivery, transport, 
shopping habits, education, and media consumption to how they meet with friends, 
family, and colleagues. For the participants, these drastic changes in their own habits and 
daily activities point toward the inevitability of adopting payment systems which do not 
involve physical money or cash.
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Generation Z (30 and under) 
The younger generation (aged 30 and under) say that they do not believe in owning credit 
cards since they make the bulk of their purchases online. Most shopping platforms have 
“buy-now-pay later” options at 0% interest rates, usually up to three months. This group 
uses international pre-paid debit cards such as Revolut or Wise3 when they travel, and 
have never visited a physical money changer/outlet. They say having a credit card will 
rack up debts which they do not wish to have. They do not own cryptocurrencies or 
stablecoins because they are highly skeptical of them, as they are often used in scams. 
They gave examples that such conversations are rampant on Discord, a popular social 
media platform used by Generation Z. Wise is the preferred choice for international 
transactions, online shopping, and subscriptions rather than Paypal. The main complaint 
about Paypal is that it has high transaction costs and the features are “unfriendly” 
compared to Wise. They say that Paypal used to be groundbreaking in its heyday but it 
has since lost out to Wise as the go-to payment-settlement system.

Millennials and the younger generation X (30–50)
Millennials and the younger generation X (aged 30–50) in the participating groups say 
they own some cryptocurrencies. Those that bought Bitcoin at the right time “all made 
money” according to the participants from this cohort. They use platforms like Luno 
to buy and sell Bitcoin and other cryptocurrencies, and have made certain purchases 
of goods and services among certain “progressive merchants” that accept Bitcoin as a 
legitimate form of transaction. They have no reservations about using CBDCs as a mode of 
payment and even for receiving payments like their salaries in future. They are already 
using cryptocurrencies to pay for purchases on the internet. 

Millennials do own credit cards, which they have been using since they started 
working. They, too, have reduced their reliance on them over time due to the higher 
transaction costs compared to cheaper alternatives like Wise. They are also mindful of 
building up too much debt as some of them still have outstanding college loans on top of 
housing and car loans.

This group does not use money changers as much since the introduction of Wise and 
others. Wise is also preferred over Paypal, for the same reasons as Generation Z.

Baby boomers and the older generation X (50+)
Baby boomers and the older generation X (50+) have all started using QR payments, 
even for small sums, since the pandemic. They have overcome their fear of technology, 
and have no issues with the use of QR payments for small items of up to approximately 
400–500 Malaysian ringgits (about $100–120). For bigger items, credit cards are preferred 
since issuing banks have coverage for frauds, online scams, and broken/faulty items. This 
group generally does not use prepaid debit cards like Wise during travel, since credit 
cards cover losses from scams, etc. Wise does not have this feature which they find is 
a disadvantage over credit cards. They prefer to use money changers, though the rates 
are higher. As for those who are in the import-export business, they still use Telegraphic 

3	 Wise prepaid debit cards are popular for travel.
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Transfer (TT) by filling in forms physically at the bank. They admit they have heard of 
other modes of transfer but find it too difficult to learn new tricks. For the time being, 
they are not very motivated to find alternatives.

Islamic principles and CBDCs
As for the Muslim participants, the “halalness” of the asset is important to them.4 They 
will not use any cryptocurrency, stablecoins, or CBDCs unless there is a fatwa, or Islamic 
legal edict, issued by Malaysia’s Shariah Advisory Council of Malaysia to approve its 
usage. This concern is non-generational, as it cuts through all ages, professions, and 
genders.

Concerns and challenges

Generation Z are highly skeptical of any form of cryptocurrencies. Some of the 
participants even express resentment toward them. They feel that these assets are owned 
by multibillionaires (whom they refer to as “tech bros”) and are used to extract more 
wealth from the people of their generation. They are ambivalent about CBDCs. Unlike 
the millennials, they are not automatically in awe at everything “tech.” In fact, quite the 
opposite: they have very little trust in technology and AI. Female participants in this 
group question the safety of using digital currencies more than the men. Although not all 
of them are on Discord, which is among the main sources of information for this cohort, 
they still do not trust any forms of digital currencies.

Millennials and the younger Generation X enthusiastically embrace cryptocurrencies 
and all things tech-related. They want to be fully digitized so that everything in their 
lives can be operated on one single device—their mobile phones. In their view, CBDCs 
are just part of a process that no one can halt. They cannot understand what is holding 
back the authorities from issuing CBDCs. CBDCs are the future, as far as millennials are 
concerned. Women in this cohort are not as enthusiastic about the use of CBDCs as men, 
although they are not averse to experimenting when the time comes. Their caveat is that it 
must be guaranteed and backed by the Malaysian government, i.e. Bank Negara Malaysia. 

Older generations say that they have no idea what CBDCs are, and will only adhere 
to what the authorities and regulators say. Women are more cautious about the use 
of technology and their preference is to stick small amounts for QR payments and 
credit cards for larger transactions. Only one retiree mentioned that he would likely 
embrace this new technology. He said that he dabbles in cryptocurrency trading in small 
amounts, mainly out of curiosity and to build knowledge. He said that although digital 
currencies have been described as a form of surveillance, he thinks that this may be a 
good move to curb money laundering and terrorism. In his opinion, the overall benefits 
of CBDCs outweigh concerns about his personal data. Others in this group strongly 
disagreed with him, saying that violations regarding personal data is of grave concern 
to them. This group displayed the highest level of trust in the government compared 
to the younger groups.

4	 Halal is translated loosely as something that is permissible. Although it is more widely associated 
with dietary restrictions, it also applies to ethics in business and finance.
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As mentioned earlier, Muslim participants are concerned about adherence to Islamic 
principles. CBDCs will be acceptable so long as they are fully backed by the Malaysian 
government and with the endorsement of the Shariah Advisory Council. They displayed 
a high level of trust for Malaysian authorities and Malaysian Islamic scholars in the area 
of Islamic banking and finance.

5. Malaysia’s ambitions in the midst of ASEAN’s progress

The Financial Services Committee of the US–ASEAN Business Council published a white 
paper in 2023 entitled “Central Bank Digital Currencies in ASEAN” [US–ASEAN Business 
Council 2023] in which it noted that over 80% of the world’s central banks are actively 
assessing the use of CBDCs. In ASEAN, Thailand and Cambodia are the two most advanced 
in the region, even ahead of Singapore and Malaysia.

An interesting observation noted in the white paper are that retail CBDCs are more 
pronounced in ASEAN countries where the informal economy is “larger” and where there 
is more private sector handling of customer-facing activity (also known as a two-tier model).

In general, the paper noted that most ASEAN regulators think that CBDCs have the 
following benefits: improving financial inclusion, driving innovation, reducing costs 
associated with handling of physical cash, and tackling fraud and money laundering. 
ASEAN, being a largely trading bloc, could benefit greatly from cross-border payments 
and improved competitiveness through the programmability of CBDCs.

According to the white paper, ASEAN regulators are still grappling with potential 
risks which are equally considerable, such as the yet untested global financial resilience 
of CBDCs, cyber security, and alignments to the central bank’s monetary policy objectives 
in each country. One major common concern is the issue of direct access to central bank 
money by non-banks and individuals. In other words, among the consequences of moving 
away from existing forms of money issued by central banks instead of commercial banks 
is that it could lead to “an incipient nationalization of credit,” according to the paper.

Presumably, the authors of the paper are suggesting that the threat of a policy of 
nationalization of credit runs contrary to a democratized system. Could lending be 
politicized where funds are directed to a small, powerful group aligned to the government 
of the day which could, in turn, stifle competition and innovation? In such cases, could 
such a system fund even greater levels of corruption instead of less? Could CBDCs end up 
being the preferred choice of financial systems of authoritarian governments?

Already some governments are introducing digital security features to the banking 
system. In June 2025, while launching the country’s Cashless Day, the State Bank of Vietnam, 
the country’s central bank, announced that up to 86 million inactive bank accounts could 
be closed in Vietnam [Le My 2025]. The bank says that this is in line with the country’s 
objective to move toward more transparent and efficient payment systems. Bank account 
closures are therefore attributed to the “ongoing data cleansing and biometric verification 
process.” The bank also says that from here on, any bank accounts without biometric data 
will be closed to prevent scams and fraud. According to official statements, this is done to 
ensure data security and transaction safety for legitimate account holders and done in 
collaboration with the Ministry of Public Security of Vietnam.
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How do Malaysia’s ambitions fare in light of other ASEAN member countries’ moves 
toward new payment systems, or even a unified ASEAN digital financial architecture? 

The answer appears to be unclear.
Judging from the steps taken by Malaysia as shown below, the country’s central bank 

seems to be pushing ahead with its own national objectives of pursuing technological 
advancements rather than addressing an overarching concern regarding the governance 
of ASEAN.

Malaysia First policy: Project Mawar (2025) 

In August 2025, BNM launched Project Mawar during FinTech Week in Kuala Lumpur. 
Project Mawar is a joint partnership with the BIS, like Project Dunbar. This year’s theme 
was “Ideate, Innovate, Co-Create: Shaping the Future of Finance.” Shaik Abdul Rasheed bin 
Abdul Ghaffour, Governor of the Central Bank of Malaysia, outlined three major factors 
that Malaysia will focus on: digitalization, sustainability, and demographic change. 

“Emerging technologies such as generative AI and blockchain are reshaping 
business models and shifting what customers expect from financial services. At the 
same time, Malaysia’s net-zero ambitions require innovative financial solutions, while 
an aging population underscores the need for inclusive, forward-focused policies in 
areas like long-term welfare, healthcare, and social protection” [BNM 2025].

From the Governor’s remarks, it seems that the idea of Project Mawar is for Malaysia 
to forge ahead with its own goals and targets for the future in the area of digital 
currencies. Crucially, it has to take into particular account Malaysia’s aging population. 
In other words, protection of people’s “nest eggs” in retirement will be prioritized.

The Governor also outlined three tracks for Malaysia to be future-ready in the global 
financial system. Track 1: to be ready for the future. Track 2: to embrace change while 
uplifting the community by way of improving financial literacy, having definitive climate 
actions, inclusive insurance and social protection. Track 3: to build resilience in the 
ecosystem by having “capital buffers” that can withstand stresses and where people are 
equipped to lead change. 

2025 marked the year that Malaysia held the ASEAN Chairmanship, a position that is 
rotated on an annual basis among the member states. 

In April 2025 Malaysia and Cambodia announced the second phase of their cross-
border QR payment linkage system. The first phase was launched in September 2024. 
This is a significant move for ASEAN, as such collective payment connectivity represents 
the robustness of inter-ASEAN economies. Seamless payments can be used for regional 
trade and investments. Not only will this system offer travelers a familiar and safe digital 
payment solution, but it will also bring them cost efficiencies in terms of paying foreign 
workers and workers employed in cross-border projects. The BNM’s Governor added that 
there are now 21 existing payment linkages that are up and running within the region. 
In 2024, 5.2 million cross-border QR payment transactions were recorded, representing 
a fourfold increase from the previous year. 
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It is evident that even as Malaysia chaired ASEAN in 2025, it pursued linkages in the 
payment systems which are seen as low-hanging fruit to ASEAN unity and centrality, 
rather than chasing after an extensive, fully-fledged supervisory body for all the nations 
involved.

6. Malaysia’s untapped potential in Islamic digital finance

Malaysia has one of the world’s most comprehensive Islamic financial systems with a 
mature market for Sukuk (Islamic bonds) and Takaful (insurance) as well as Islamic 
banking. This area of banking provides Malaysia with a sense of familiarity, having the 
necessary expertise ahead of others. 

It is no surprise, therefore, that the BNM is now one of the world’s central banks 
that is exploring CBDC research and experimentation (Projects Dunbar & Mawar) and 
looking seriously into its regulatory framework ready for digital assets. Both the BNM 
[Khairuddin 2025] and the Shariah Advisory Council are expected to act as a trusted 
authority on the governance and certification of Shariah-compliant CBDCs and its 
functionalities when the time comes for it to be launched.

There is no doubt that Malaysia is among the front-running countries that could 
unlock the untapped potential of Islamic digital financing. Say, in the case of a “digital 
Sukuk” (digital Islamic bonds), coupons could potentially be automated to investors 
on settlement date via smart contracts. The movement of funds could be tracked on a 
ledger to ensure that they are only used for Shariah compliant projects, thus enhancing 
investor confidence. Since CBDCs can be tokenized, large projects can be broken into 
smaller and more affordable investment units, thereby increasing liquidity into the 
market.

Zakat (obligatory alms) and Waqf (endowment), which are pillars of Islamic social 
financing, could also be transformed and upgraded whereby donors could trace their 
contributions from point of donation to the final beneficiary, reducing administrative 
overheads. Small contracts can also be programmed to release funds automatically when 
conditions are met (e.g. for specific community needs).

Unlike conventional CBDCs, there are added challenges to Islamic digital finance, 
since all contracts must be meticulously reviewed and approved by Shariah scholars 
to ensure that there are no violations to Shariah principles and laws. This system will 
require multiple layers of governance, including technical experts, central bankers, 
economists, financiers, and Shariah scholars to oversee its integration. It will require 
understanding of the concept of modern money with the mandatory embedding of fiqh 
(Islamic jurisprudence). 

The essence of modern money is the underlying concept of the debtor-creditor 
relationship. The definition of the political as well as social connections must be clearly 
understood, as this underlines the “promises to pay” under Shariah law. Each economic 
agent, be it an individual, creditor, lender, or nation state can be seen as a bank with its 
own balance sheet of assets and liabilities. The definition of a bank therefore forms the 
basis of who is to pay or owed to and how much. Commercial bank money represents a 
credit relationship between the bank and its depositors, whereas money lent out by a 
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non-bank only represents a claim by the customer. In contrast, unbacked crypto assets 
like Bitcoin are not based on a credit relationship. If a currency is not a liability of an 
entity, it cannot be accepted as money. Thus the concept of modern money (e.g. CBDCs, 
cryptocurrencies, stablecoins, etc.) has to be either re-defined or, it cannot be utilized 
using an Islamic approach.

For the system to be exported to other countries to enable cross-border operability, 
Malaysia will need to ensure that its own CBDC platform can pass the test of scrutiny 
under Shariah interpretation among its own Muslim citizens. As Malaysia is a Muslim 
country, such matters have national impacts and societal implications. So the question 
of CBDCs (Islamic or otherwise) has to be handled with utmost sensitivity. It is not just a 
simple response to a market need, trend, or innovation.

If the acceptance of CBDCs is regarded as complicated, the religious compliance 
becomes an added complexity to the creation of one. Even for a country like Malaysia, 
one of the leading countries that is well versed in Islamic banking, much has to be 
directed at overcoming the hurdle of developing a Shariah-compliant digital Islamic 
financial asset class.

7. Conclusion: Lessons of the past or fear of an uncertain world

The ASEAN Way?

In July 2025, a critical article was published entitled “The elusive digital ASEAN: why 
a unified CBDC remains a distant ideal” [Hong 2025]. The writer, Alex Hong, noted that 
the promise of a smart network of interoperable national digital currencies or a strong 
wholesale platform was meant to replace the concept of a single currency like the Euro. 
It was meant to “level up” the financial accessibility of millions of people. 

The writer said that access to formal financial services is still challenging for many in 
ASEAN. He also observed that traditional banks in ASEAN countries still have numerous 
conditions which involve copious amounts of paperwork, have limited branches in 
remote areas, and usually have some form of minimum balance requirements which are 
out of reach for most people, whereas CBDCs can be operated without a bank account. He 
noted that an operable ASEAN CBDC is urgently needed as it can stimulate investments 
beyond settling payments. He argued that just having cross-border payments such as QR 
payments is insufficient.

While the writer may appear to be pessimistic about the “ASEAN Way,” he is not 
wrong in pointing out that each nation has its own national priorities to consider. This 
poses a limitation and may even cause delays in the rollout of a single CBDC in ASEAN. 

This is true in the case of Malaysia, where Project Mawar is aimed at developing its 
own CBDCs. Malaysia prefers to focus on cross-border payments using existing payment 
linkages such as QR codes for transactions between countries, rather than going for a 
unified digital ASEAN currency. 

As ASEAN Chairman in 2025, Malaysia committed to driving the payment 
connectivity agenda to broaden its impact throughout the region. In other words, it 
prefers to expand the number of payment linkages involving ASEAN member states as a 
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lead-up to any future plans. For now, it wants to promote greater usage of these services, 
rather than venturing into the issuance of an ASEAN CBDC.

While there are many benefits in having CBDCs, there is equally significant concern 
among Malaysian regulators in terms of restricting the issuance of CBDCs, even for 
their own people—let and for ASEAN as a whole. Although this is not stated explicitly, 
the actions and the stance taken by the Malaysian politicians, authorities, and regulators 
are cautious. 

In other words, despite being an early adopter of digitization of its banking and 
financial systems, Malaysia is taking a mindful approach to the full tokenization of its 
currency due to several reasons:

Lessons from the Asian financial crisis/global financial crisis remain

The lessons learnt from the Asian financial crisis show that over-exposure of one’s 
trading and financial system makes a country vulnerable to foreign interference. In 
1998, Malaysia experienced a devastating blow to its once dynamic economic growth 
by recording a negative growth of 7.4% that year. It recovered very quickly to record a 
positive 8.9% GDP growth by year 2000, but the bad memories linger. Malaysia took a 
page from what happened to Indonesia, where riots and ethnic violence destroyed the 
social fabric of the archipelago. That led to the subsequent fall of the Suharto government, 
taking Indonesia at least another 20 years to regain the same level of normalcy, both 
politically and economically. 

Malaysia, on the other hand, took a contrarian position against international 
criticism by not implementing the austerity plans outlined by the IMF in 1998. Until today, 
Malaysian regulators still take pride in the central bank’s then controversial decision to 
impose capital controls that it managed to recoup swiftly in the aftermath of the AFC. 
This, in their view, allowed Malaysia to take control of its own sovereignty and political 
destiny—unlike Indonesia, Thailand, and South Korea which saw mayhem, chaos, and 
strikes cripple their respective economies. 

The BNM Report 1999 began with this statement, reflecting the gloominess felt during 
the recovering years:

“The full effect of the regional financial crisis on the Malaysian economy was 
felt in 1998. For the year as a whole, real output declined by 6.7% after 12 years of 
uninterrupted expansion averaging 7.8% per annum. Per capita income in nominal 
terms declined to RM11,835 (US$3,018) in 1998 from RM12,051 in 1997 (US$4,284)” 
[BNM 1999b. P. 10]. 

Although Malaysia was largely unscathed by the GFC in 2008, Malaysia still 
recorded negative growth of 1.5% in 2009 due to a sharp drop in external demand in 
2008. Again, in the eyes of the regulators, it was their prudence in the early days that 
saved the country from a larger financial disaster. Therefore it is fair to say that the 
watchful psychological stand of the BNM is still very much the approach adopted by 
the regulators today.
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The financial world may be in flux but dedollarization is not part of that

The digitization of the banking and financial sectors obviously offers great benefits in 
terms of democratizing the use of credit. However, it also comes with great risks. With 
the help of the Bank of International Settlement (BIS), it has been helpful for Malaysia 
to develop its own sandbox to experiment to what extent the exposure would lead the 
country to.

As it stands, the world is in a state of flux both geopolitically and economically, such as 
the on/off tariffs imposed by the US. With the introduction of the controversial Genius Act 
in the US, debates are still ongoing as to the future status of the US dollar as the reserve 
currency. The Genius Act is a major piece of stablecoin legislation that has prompted 
many countries around the world to reassess their strategies and timelines around digital 
asset-linked payments. This just reaffirms that the digital currencies, cryptocurrencies, 
stablecoins, and the sphere of digital payments all have their geopolitical implications. 

On August 21, 2025 it was reported by Reuters that the Chinese government will 
now consider establishing Yuan-backed stablecoins [Reuters 2025]. Although nothing 
has yet been finalized, there are rumors in the market that China is preparing for a pilot 
programme to be trialed in Hong Kong, where stablecoins backed by Hong Kong dollars 
were recently launched. It is worth noting that China has banned all cryptocurrency 
activities, but is said to be mulling over the development of its own CBDC (e-CNY).

In September 2025, Anton Kobyakov, a senior adviser to the Russian President, drew 
the world’s attention by linking the Genius Act and the size of the US debt. His warnings 
sent ripples through the global financial world when he spoke at the Russian Eastern 
Economic Forum in Vladivostok in 2025. He said that the Genius Act would be used by 
the US to rewrite the entire global finance system, namely by writing off its enormous 
$37 trillion debt through the issuance of a combination of stablecoins, cryptocurrencies, 
and the revaluation of its gold reserves. This would leave the rest of the world with the 
worthless fiat currency of the dollar, according to him [Hitchcock 2025].

Despite such warnings, this paper shows that Malaysia’s main intention in venturing 
into the digitization of its financial ecosystem is not for the purpose of dedollarization 
but for pragmatic reasons—that is, to move with the times and in this case, technology. 
Although regulators acknowledge there are increasing risks in currency volatility, tariffs, 
trade wars, sanctions or even defaults by the US, it is not the core driver of Malaysia’s 
pursuit of any alternative payment systems or the digitalization of its currency.

Will this lead to more or less abuse?

While CBDCs can help to make processes more efficient and lift the standard of 
governance within the central banks, the central banks themselves are also not immune 
to political manipulations by interest groups with powerful connections. They are still 
dependent upon the integrity of the political system and society’s choice of government. 

Considerations regarding CBDCs are not straightforward and how well they may 
benefit a country is dependent on the architecture of the CBDC itself. At the end of the 
day, the system must be able to follow the basic guiding principles of providing financial 
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stability, and of being able to co-exist with the current system and forms of money (i.e. 
physical money). 

Trusting customers and stakeholders

The central bank must be able to provide consumer protection in case of fraud, financial 
crimes, scams, and other cyber security leaks. CBDCs must ensure compliance with global 
anti-money laundering and counterfeit regulations. 

CBDCs should be designed in such a way that they allow accessibility and 
transferability in real time and offline. Adoption of such a system must always take 
into account the needs of the users, as well as allay their fears, to ensure optimal 
uptake of the system. This includes industry and public consultations, adherence to 
international norms and standards, and being technologically neutral. In other words, 
the system should work seamlessly with existing systems and be easily accepted in 
receiving points of sale.

Islamic principles must be considered 

Malaysia is a Muslim country, and is also among the leading countries in the 
area of Islamic banking. It adheres to the strictest of Islamic banking principles, 
to the extent that even the Gulf states take cues from Malaysia in setting modern 
principles of Islamic banking. Malaysia’s lead in the area of new payment systems, 
cryptocurrencies, stablecoins, as well as CBDCs therefore has to be taken seriously. 
It reflects upon the reputation of Malaysia itself and by extension the entire Islamic 
world of banking. This is a cumbersome process, and will require technologists, 
financiers, economists, legal experts, and Islamic scholars embedded deeply in the 
understanding of needs and workings of the banking/finance sector to cooperate in 
order to make it work.

The burden of being the leader of the pack

Malaysia has made very strong assertions that it will continue to pursue the path of 
digital currencies, and desires to take the lead in ASEAN. However, there are limitations, 
as outlined above. It is always good to hear when politicians declare things have been 
done the ASEAN Way, meaning that things are done on a consensual basis. In reality, 
digital also means expensive. How will the burden be shared when countries have vastly 
different income levels?

There is also the deep-rooted urge for national control and maintaining sovereignty. 
Just like the Eurozone, single monetary policies required some shared, unified financial 
ideology or understanding. Given that ASEAN countries are so vastly different in terms 
of member state interests and pursuits, this may be a tall order. Most of the countries in 
the ASEAN have different financial regulatory systems with stages of maturity. They 
naturally have different inflationary targets and interest rate targets. ASEAN member 
countries also do not have a uniform political system, unlike those in the Eurozone. 
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ASEAN countries also have very different perspectives on the ideals of nation-building, 
and are allied to different superpowers.

There is also the question of cybersecurity. What happens in the case of a massive 
cyberattack on the entire operation? Again, who will be responsible? Who will maintain 
the system?

In conclusion

So far, Malaysia’s DuitNow, Singapore’s PayNow, and Thailand’s PromptPay are working 
closely together to develop a payment system within ASEAN. Like many trading blocs, 
ASEAN is under pressure to innovate for fear of being left behind. Yet the prospect of 
issuing digital currencies brings to mind the financial crises of 1997 and 2008, with the 
over-exposure, loss of control, and diminished self-determination that these entailed.

Malaysia is at a crossroads, reflecting on its vulnerability as it considers having its 
own digital currency. In the minds of the regulators, given the lessons of the past, it is 
better to be cautious than rash. Sadly, the world is currently undergoing a cathartic 
moment in its global trading system due to pressures such as the see-sawing of President 
Trump’s tariffs, the restrictions on Malaysia on exports of raw rare earth elements 
under the 2025 Agreement on Reciprocal Trade (ART), and the increasing geopolitical 
destabilization in the Middle East. The stability of the global financial order under the 
dollar system is increasingly doubtful, and the introduction of the Genius Act has just 
added another layer of uncertainty. 

In spite of the external signals mentioned above, there are many reasons for 
Malaysia’s cautious pace. Past experiences like the AFC and to a lesser extent, the GFC, 
are a factor. Another issue could be a fear of moving too fast in an uncertain world 
in which the global financial system is likely to be the epicenter of geopolitics. It is 
possible that Malaysia may not want to attract too much attention to itself for being 
over-enthusiastic.

Perhaps it is against these potential scenarios that Malaysian regulators have 
suppressed their appetite for a local digital currency for the time being. This does not 
mean that further research, exploration, and “sandboxes” are halted. One will still hear 
public assertions that Malaysia intends to build up its innovation in the area of financial 
technology, having been one of the pioneers in ASEAN many years ago. However, it may 
be some time before Malaysia finally sees an indigenous digital currency. As for a unified 
ASEAN e-currency, what lies ahead may even be more elusive.
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Overview of the 13th Annual International  
Conference on Global Economy  
“BRICS and Rethinking the Global 
Economic Order”

The 13th Annual Conference on Global Economy took place on December 3–5, 2025. 
This year, the event was titled “BRICS and Rethinking the Global Economic Order” and 
was organized by the School of World Economy at the Faculty of World Economy and 
International Affairs, HSE University, with the BRICS Expert Council—Russia joining as 
a co-organizer. The conference addressed a wide range of pressing issues, such as a joint 
response from the BRICS countries in the face of imposed trade barriers; overcoming 
the era of trade wars amid geopolitical turbulence and the crisis of the World Trade 
Organization; alternatives to the dollar as a reserve asset and payment instrument; and 
Sustainable Development Goals beyond 2030 and their feasibility. The event was attended 
by researchers and experts from leading universities and think tanks from Russia, 
China, Türkiye, Brazil, India, Nepal, Morocco, Uzbekistan, and Armenia, ensuring truly 
international discussions. Particular emphasis was placed on the analysis of the role 
of BRICS countries in the contemporary global economy, transformation of the global 
financial architecture, and shaping the future agenda for sustainable development. 
In addition, a Youth Day was held on December 5 and included two competition 
sessions for young researchers to encourage the involvement of early-career scientists 
in the international scholarly dialogue. The use of English as the main language of 
communication facilitated active interaction between all participants and made the 
conference proceedings accessible to the international academic community.

*  *  *
The conference was opened by Anastasia Likhacheva, Dean of the Faculty of World 
Economy and International Affairs, HSE University, and Igor Makarov, Head of the 
School of World Economy, HSE University. Anastasia Likhacheva indicated that the 
conference, devoted to key changes in the global economy and the role of BRICS countries, 
serves an important platform for the analysis of current global trends. She emphasized 
that this platform traditionally addresses issues directly impacting international trade, 
the financial system, and sustainable development; such discussions ensure continuity, 
making the conference a significant event for the economic community. In his turn, 
Igor Makarov drew attention to the growing role of BRICS countries and other large 
developing economies, which are shaping a new global development context and require 
rethinking the current global economic order. He underlined that the increasing role 
of these countries in international trade, the financial architecture, and sustainable 
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development requires the adaptation of global institutions and regulatory mechanisms to 
the new reality. In addition, current challenges—from intensifying protectionism and the 
crisis of the multilateral trading system to the need for alternative financial mechanisms, 
climate change problem, and the inability to achieve the Sustainable Development Goals—
make it particularly important to search for new conceptual approaches and models 
of economic development capable of taking into account the interests of both BRICS 
countries and the world majority as a whole.

The Conference agenda included four sessions:
•	 Session 1. Defenders of Globalization: BRICS in the Era of Economic Wars.
•	 Session 2. Changing the Anchor? Views of the World Majority on the Future of 

the Dollar’s Role in the Global Economy.
•	 Session 3. A New Attempt: What Should the Post-2030 Development Agenda Look 

Like?
•	 Session 4. For a Common Goal: BRICS and Just Green Transition.

Session 1: “Defenders of Globalization: BRICS in the Era of Economic Wars” was 
opened by the moderator Vladimir Zuev, Head of the Department of Trade Policy at HSE 
University (Russia). He highlighted the benefits brought by globalization and the role of 
BRICS countries as a new center of power in the global economy. Particular emphasis was 
placed on the need for a joint response from BRICS countries to the current challenges 
and on whether trade liberalization within the bloc can become an effective instrument 
to support global economic stability.

The first presentation was delivered by Alexander Knobel, Head of the International 
Trade Department at the Presidential Academy of National Economy and Public 
Administration (Russia). In this presentation, titled “US Trade Wars: Origins, Key Facts, 
and Implications,” he examined the causes and evolution of trade wars and argued that 
their escalation was driven by long-term structural shifts in the global economy, above all 
by the growing role of developing countries, strengthening global interdependence and 
rising inequality. He placed particular emphasis on the US–China 2017–2020 trade war 
and its key dimensions—tariff restrictions, protection of intellectual property, and export 
controls—as well as its continuation in the form of technological rivalry. The speaker 
presented estimates of the economic consequences of trade conflicts, showing that mutual 
tariffs reduce GDP, exports, and imports both in the US and in China, as well as in the 
global economy as a whole, and lead to significant sectorial imbalances and disruptions 
to global value chains. Despite some short-term benefits for third countries, trade wars 
cause overall negative impact on global economic growth, increase uncertainty, and at 
the same time do not address the US trade deficit problem or bring production back to 
the country at any meaningful scale. In conclusion, the speaker emphasized that further 
escalation of protectionism and technological restrictions poses serious risks to the 
global economy and requires rethinking the mechanisms of international economic 
relations.

The presentation by Andrey Gnidchenko, Senior Expert at the Center for 
Macroeconomic Analysis and Short-Term Forecasting (Russia), was dedicated to the 
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importance of engagement with BRICS for China’s economy. The speaker highlighted that, 
despite China’s leading role in global trade and the successful re-orientation of its exports 
amid trade wars with the US, the importance of BRICS for China remains ambiguous. 
He showed that in recent years BRICS countries have substantially strengthened their 
role as resource suppliers for the Chinese economy, while they continue to remain of 
limited importance as markets for Chinese exports. Particular emphasis was placed 
on the reasons for this asymmetry. The speaker noted that the low and highly uneven 
levels of per capita income in BRICS countries is the key constraint, which reduces 
their attractiveness for more technologically sophisticated Chinese exports. Trade 
between China and BRICS is characterized by a high degree of concentration and is 
conducted primarily with individual member countries, rather than the bloc as a whole. 
In conclusion, it was pointed out that in the short term, China will continue to prioritize 
the diversification of trade flows, whereas in the long term the role of BRICS—primarily 
large and rapidly growing economies—for China is likely to increase.

In her presentation “Geoeconomic Power Shifts: Challenges and Strategic 
Opportunities for Türkiye and BRICS,” Gülbin Şahinbeyoğlu, Executive Director of the 
Economic Policy Research Foundation of Türkiye (TEPAV), analyzed changes in global 
trade dynamics and challenges faced by Türkiye amid increasing geopolitical tensions, 
particularly between China and the US. Today, global trade is increasingly shaped by 
geopolitical competition, trade wars, and tariff restrictions, leading to disruptions 
in established trade flows. Particular emphasis was placed on China’s strengthening 
position as an exporter of highly sophisticated technological products, which creates a 
highly competitive environment for Türkiye in key international markets. At the same 
time, current crises can be viewed as an opportunity for strategic upgrading of Türkiye’s 
industrial and technological capacity. In particular, emphasis was placed on the need 
to support small and medium-sized companies, foster innovation, and facilitate a shift 
toward high value-added output. In conclusion, it was noted that BRICS countries have 
an important role to play in maintaining the system of global trade rules and that it is 
essential to strengthen multilateral mechanisms for resolving trade disputes in response 
to the growing unilateral tariff pressure.

Ivan Deceatnicov, Associate Professor at the Faculty of World Economy and 
International Affairs, HSE University (Russia), delivered a presentation titled “Exit or 
Adapt? Foreign Multinationals in Russia as a Stress Test for Globalization: Evidence from 
Firm Exits During Economic Sanctions,” in which he examined the impact of sanctions 
on the activities of international companies in Russia, paying special attention to their 
behavior in the context of the Russian–Ukrainian conflict. He showed that in 2022, the 
share of foreign companies which exited the Russian market increased sharply; however, 
for companies from BRICS countries this share remained relatively stable, in contrast to 
the large-scale exit of G7 firms. The speaker identified the key factors behind companies’ 
decisions to exit the Russian market, including company size, ownership structure, and 
sectoral affiliation. In particular, large and strategically important firms demonstrated 
greater resilience to the sanctions pressure. In conclusion, it was emphasized that amid 
sanctions, globalization processes do not come to an end, but transform, as sanctions 
restrictions do not destroy, but redistribute, global economic linkages. At the same time, 
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BRICS countries play an important role in maintaining and reshaping international trade 
and investment networks.

In his presentation “Globalization and Its Discontents: Why BRICS Matters,” Anish 
Gupta, Associate Professor of the Delhi School of Economics, University of Delhi (India), 
provided a critical analysis of the current globalization model, its key limitations, and 
BRICS’ potential as an alternative institutional framework for a more effective and 
inclusive globalization. The speaker examined the evolution of globalization processes 
and their initial promises, such as strengthening economic integration, enhancing the 
resilience of the global economy, and mitigating international conflicts. At the same 
time, he underscored that the current globalization model has demonstrated substantial 
drawbacks, particularly in the area of global economic governance. For example, 
according to the speaker, the policies of international economic institutions, such as the 
World Bank and the International Monetary Fund, often do not take into account the 
interests and needs of developing countries. In conclusion, Anish Gupta noted that BRICS 
can offer a more inclusive and cooperative approach to the development of international 
trade and economic cooperation, acting as a counterbalance to dominant economies and 
promoting the development of sustainable supply chains, reducing vulnerability and 
fostering joint responses to global economic challenges.

The session was concluded by Alexander Zaytsev, Head of the International Economic 
Research Sector at the Center for Comprehensive European and International Studies 
(CCEIS), HSE University (Russia), with a presentation titled “On Resilience of the World 
Economy and Current Stance of Global Economic Conditions.” He noted that, despite 
a series of large-scale shocks—the COVID-19 pandemic, sanctions, energy crises, and 
trade wars—the global economy is demonstrating an ability to adapt and continues to 
grow, even if at a slower pace. For example, during 2020–2024, global average annual 
GDP growth was around 3.2%, which is just slightly lower than the level observed in the 
pre-crisis 2010–2019 decade. Particular emphasis was placed on persisting structural 
problems, including logistical constraints and high energy prices. At the same time, the 
speaker highlighted the relative stability of global trade: in January–September 2025, it 
increased by 4.8% compared with the previous year. According to the speaker, despite the 
remaining risks and cautious projections by international organizations, the overall state 
of global trade and conditions for global business have significantly improved compared 
with 2022–2024.

Session 2: “Changing the Anchor? Views of the World Majority on the Future of 
the Dollar’s Role in the Global Economy” was dedicated to analyzing the causes of US 
dollar dominance, discussing its vulnerabilities and examining BRICS’ efforts to establish 
an alternative monetary system. The session was opened by Alexandra Morozkina, 
Associate Professor at the Faculty of World Economy and International Affairs, HSE 
University (Russia), who emphasized that the development of a completely alternative 
system may be a lengthy and complex process, but gradual change is already taking place, 
largely due to BRICS countries’ efforts. This experience will facilitate the development 
of new strategies for international financial interaction.

Bruno De Conti, Associate Professor at the University of Campinas (Brazil), in his 
presentation provided a detailed analysis of dedollarization prospects and the role of 
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BRICS countries in reforming the international monetary and financial system. He 
emphasized that, despite the lack of signs of a near-term decline in US dollar dominance, 
there are important structural shifts in the global economy which indicate a gradual 
transformation of the existing order. This change is driven by the growing role of China 
and other large developing economies, rising geopolitical tensions, the use of the dollar 
as an instrument of political pressure, and the increasing number of countries that 
seek to reduce dependence on the US currency. It was highlighted that the US continues 
to maintain significant structural power in the international financial system and is 
actively responding to fragmentation attempts. Special attention was given to new US 
policy directions, including the promotion of stablecoins as a means of maintaining 
and expanding the dollar’s influence amid the digitalization of finance. A part of the 
presentation was dedicated to the possibility of coordinating BRICS countries’ efforts 
in the area of dedollarization. It was noted that, despite internal disagreements and 
divergent economic interests, BRICS member states are showing consensus on the need to 
reduce the dependence on the dollar. Key instruments suggested include the expansion of 
the role of the New Development Bank, increased lending in national currencies, reform 
of the Contingent Reserve Arrangement, and discussion of establishing their own rating 
agencies.

The presentation by Ravinder Rena, Professor of Economics and Assistant Dean at 
Woxsen University (India), was dedicated to analyzing dedollarization processes and 
the gradually changing role of the dollar in the global economy in the context of shaping 
a multipolar currency system. It was shown that governments’ aspiration to reduce 
dependence on the US currency can be seen in trade settlements, the structure of currency 
reserves, capital flows, and the development of alternative payment mechanisms. Despite 
the persisting dominance of the dollar in some segments—primarily in currency markets 
and international lending—its share in global reserves has significantly shrunk over 
recent decades. This was driven by geopolitical factors, including sanctions and the 
freezing of foreign exchange reserves, which, according to the speaker, reinforced 
perceptions of the dollar as a source of systemic risk for many countries. The speaker 
provided examples of the expansion of settlements in national currencies, the growing 
use of the yuan in international trade, the development of bilateral currency agreements, 
and China’s proactive policies to promote its own currency. In conclusion, it was 
emphasized that, while dedollarization does not imply the near-term collapse of the 
dollar-based system, the combination of structural and technological changes indicates 
a gradual formation of a multipolar currency architecture in the long term.

Alexey Ponomarenko, Professor at the Joint Department with the Bank of Russia, HSE 
University (Russia), delivered a presentation titled “Transformation of the International 
Financial System: An Overview of Instruments,” in which he examined changes in the 
architecture of the international financial system and approaches to enhancing the 
resilience of developing economies. The presentation focused on the role of sovereign 
debt instruments, which can serve as lending and reserve assets in international trade. 
The speaker provided a detailed discussion of the “original sin” problem: developing 
countries are unable to raise financing in their own currencies and are forced to rely 
on foreign currencies, primarily the US dollar, which increases their vulnerability to 
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currency and financial shocks. He proposed a possible solution, namely the development 
of new financial instruments, including the concept of “secure bonds” for developing 
countries, which can reduce foreign exchange risk, enhance access to capital, and 
improve the stability of international financial markets.

Anastasia Podrugina, Associate Professor at the School of World Economy, HSE 
University (Russia), in her presentation “Approaches to an Alternative International 
Monetary System” examined alternatives to the dominant role of the US dollar in the 
global financial system, combining theoretical and applied analysis. She underscored 
that the dollar continues to occupy a central position in international settlements and 
reserves, but its dominance is increasingly perceived by many countries as a source of 
vulnerability, particularly amid geopolitical instability and sanctions pressure. Particular 
emphasis was placed on BRICS countries’ strategies to reduce the dependence on the 
dollar. The following key directions were identified: the internationalization of the yuan, 
the expansion of settlements in national currencies, and the development of bilateral 
and multilateral currency cooperation mechanisms. The speaker noted the growing 
use of the ruble, yuan, and rupee in bilateral trade. A part of the presentation focused 
on the development of domestic financial markets in BRICS countries and the creation 
of new instruments for international settlements. She emphasized the importance of 
central bank digital currencies as a potential means of enhancing financial sovereignty, 
strengthening control of cross-border payments, and reducing the dependence on 
Western financial infrastructure.

Luciana Da Silva, Researcher at the Institute of Applied Economic Research (Brazil), 
devoted her presentation to the crisis of the dollar-centric international financial system 
and the search by BRICS countries and the world majority for alternatives. She noted 
that over the past decade, the crisis of the Bretton Woods institutions has significantly 
deepened. The freezing of foreign exchange reserves, the expansion of unilateral 
sanctions, tariff policies, and a move away from multilateral rules have undermined 
trust in the existing system of global financial governance and increased uncertainty in 
the global economy. In this context, the dollar-centric model is increasingly perceived 
as a source of systemic risks. The speaker emphasized that for BRICS countries, this 
situation is both a challenge and an opportunity. The incentive to develop alternative 
financial mechanisms—independent of the Western infrastructure—is strengthening, 
despite the associated costs. Some of the promising directions include strengthening 
BRICS institutions, primarily the New Development Bank and the Contingent Reserve 
Arrangement, as well as the creation of alternative payment and settlement systems. 
Special attention was given to internal limitations within BRICS—including the 
expansion of the bloc—which complicate decision-making processes, and the consensus 
principle, which slows the implementation of practical initiatives. In this context, the 
speaker underscored the need for a more flexible and differentiated approach to financial 
cooperation.

Mariam Voskanyan, Head of the Department of Economics and Finance at the 
Russian-Armenian University (Armenia), delivered a presentation titled “Inflation 
Targeting in Developing Countries: Trigger of Development or Factor of Slowing Down 
of Economic Growth?”. She analyzed inflation dynamics in Armenia and the monetary 
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policy response of the country’s Central Bank to external and internal shocks in recent 
years. The speaker showed that inflation was highly volatile: in 2022, the economy 
faced a sharp increase in inflation, while in 2023, a shift toward deflationary trends was 
observed. Armenia’s Central Bank played a key role in stabilizing the macroeconomic 
situation by taking measures to tighten the monetary policy, including regulation of 
exchange rate and reservation requirements. These measures helped strengthen and 
stabilize the national currency. Particular attention was given to the inflation targeting 
regime, which has been in place in Armenia since 2006. The speaker emphasized that this 
approach has generally proven its effectiveness as an instrument to constrain inflation 
and foster trust in monetary policy. At the same time, she identified its limitations, 
including time lags in the transmission of policy signals and the risk of excessive policy 
tightness, which under certain conditions may adversely affect economic growth.

The session was closed by Marcel Salikhov, President of the Institute of Energy and 
Finance Foundation (Russia), who focused on the factors explaining why, despite the 
geopolitical shocks, the US dollar maintains its dominant position in the international 
financial system. The speaker showed that the dollar’s share in global reserves continues 
to exceed 50 percent, reflecting the resilience of the system and strong economic 
incentives to support it. Central banks have increased their gold holdings by 10 percent 
over the past 15 years, and the market capitalization of stablecoins exceeds official foreign 
exchange reserves in yuan; at that, more than 95 percent of stablecoins are dollar-pegged, 
which demonstrates a trend toward digital dollarization. The development of central 
bank digital currencies remains limited, and trust in these instruments as means of 
international settlements has declined in recent years. The speaker highlighted the 
development and coordination of fast payment systems as a key measure that could be 
implemented in BRICS countries to reduce their dependence on the dollar. Fast payment 
systems have made significant progress and can be further developed for use in cross-
border transactions.

Session 3: “A New Attempt: What Should the Post-2030 Development Agenda 
Look Like?” was opened by Igor Makarov, Head of the School of World Economy at HSE 
University (Russia), who noted that 2030 will mark the deadline for the implementation of 
the Sustainable Development Goals adopted by the UN in 2015. It is already clear that most 
of them will not be achieved and, moreover, some of the areas are showing regression. The 
speaker also emphasized that the expert community is actively discussing future goals 
and implementation mechanisms of the sustainable development agenda beyond 2030, 
including the key issue of mobilizing financing for sustainable development.

The first presentation of the session was delivered by Leonid Grigoryev, Tenured 
Professor, Academic Supervisor of the School of World Economy at HSE University 
(Russia). He underscored that, despite the progress achieved in implementing the 
Sustainable Development Goals (SDGs), the overall global situation in this area remains 
alarming. The main focus was placed on the need to review the current SDG targets and 
indicators in the light of new and evolving global challenges, including climate change 
and failure to eradicate poverty and social inequality. The speaker also highlighted the 
need to develop new, more accurate and adaptive indicators to reflect current global 
realities and facilitate effective decision-making. In conclusion, he argued that the 
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successful advancement of the SDGs requires a comprehensive, systemic approach 
which takes into account economic, environmental, social, and technological dimensions 
of development.

In his presentation “What Should the Post-2030 Development Agenda Look Like?”, 
Sergey Bobylev, Head of  Department of Sustainable Development and Environmental 
Economics at the Faculty of Economics, Lomonosov Moscow State University (Russia), 
addressed sustainable development issues in the context of climate change and the 
need to reassess existing approaches, such as the green growth strategy and the concept 
of carbon neutrality. He emphasized that a successful green transition is not possible 
without accounting for social justice and the equitable distribution of benefits associated 
with the deployment of sustainable technologies. BRICS countries can play a key role in 
this as important actors in the transition to sustainable development. For example, the 
abundant natural resources of BRICS countries can become strategic assets in addressing 
climate change, while enabling both economic growth and environmental resilience.

A presentation by Oksana Sinyavskaya, Deputy Director of the Institute of Social 
Policy at HSE University (Russia), was devoted to the role of social sustainability as a key 
pillar of sustainable development beyond 2030 and the potential of BRICS countries in the 
context of the transformation of the global economic order. The speaker questioned the 
feasibility of the Sustainable Development Goals in their current form, while recognizing 
their importance as a system of benchmarks and a platform for international dialogue. 
Particular focus was placed on the evolving context of SDG implementation, including 
demographic shifts in BRICS countries, population ageing, the slowing growth in life 
expectancy, as well as the consequences of the pandemic, conflicts, and the increasing 
regionalization of the global economy. The speaker emphasized the persistent nature 
of the inequality problem, which exerts a systemic impact on poverty, food security, 
health and mortality, and highlighted the combination of social, economic, and climate 
vulnerabilities, which are particularly typical of the poorest countries with limited social 
protection systems. Special attention was given to the potential of BRICS to promote 
the sustainable development agenda with a focus on social sustainability, including 
contributions to global food security, the development of joint healthcare initiatives, 
addressing socially determined diseases, and the expansion of academic cooperation. 
According to the speaker, amid the overall decline of cross-country inequality, a key 
priority for BRICS countries remains the reduction in domestic imbalances and the 
development of coordinated approaches to social risks, which would enable the SDGs to 
be seen not as an end in themselves, but as a long-term development pathway.

A presentation by Hamza Saoudi, Senior Economist of the Policy Center for the 
New South (Morocco), titled “Rethinking the SDGs after 2030: From Implementation 
Gaps to Sovereign Capabilities” was devoted to the crisis of the global sustainable 
development agenda and the need to renew it after 2030. According to the UN, only 
18 percent of SDG targets are on track for timely achievement, while nearly half show 
stagnation or regression, reflecting a structural gap between the level of ambition and 
countries’ capacities. The speaker noted that the earlier “global convergence” model is no 
longer relevant, particularly in Africa, where growing industrial potential is combined 
with high vulnerability to climate, financial, and geopolitical shocks. Evidence from 
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Morocco demonstrates that progress can be achieved through a combination of a well-
developed infrastructure, large-scale reforms in the area of social protection, and a 
robust institutional framework. Beyond 2030, key elements of the new global agenda will 
include industrial transformation, the effectiveness of government institutions, and the 
rethinking of international cooperation, including through the development of platform-
based models, investment in the industrial and energy sectors, and the expansion of the 
role of the Global South.

Nodira Abdunazarova, Chief Specialist in the Project on Macroeconomic Policy 
and Analysis of the Institute for Macroeconomic and Regional Studies of Uzbekistan, 
delivered a presentation titled “Factors of Uzbekistan’s Sustainable Economic 
Development.” She highlighted the progress made by the country in the social sphere, 
including improvements in healthcare and education, as well as significant achievements 
in poverty reduction. At the same time, she noted that, despite stable economic 
growth of around 6% per year between 2015 and 2024, challenges in natural resource 
management persist, particularly in water management and environmental protection. 
The speaker placed special emphasis on the need for structural reforms, investment 
climate improvement, and enhanced environmental risk management. In conclusion, 
she underscored that a comprehensive approach to economic, social, and environmental 
policy is essential to ensure the country’s long-term sustainable development.

Kazi Sohag, Head of the Laboratory of Economic Policy & Natural Resources at Ural 
Federal University (Russia), concluded the session with a presentation analyzing Russia’s 
financial system after 2022 and the potential of the New Development Bank of BRICS as 
an element of the emerging alternative global financial architecture. In the first part 
of his presentation, he examined the resilience of the Russian financial market amid 
escalating geopolitical risks, sanctions pressure, and macroeconomic turbulence. A 
special attention was given to adaptation mechanisms of the financial system, including 
the use of alternative currency instruments and the growing role of the yuan in the 
corporate bond market. The speaker noted the relative resilience of government finances, 
highlighting the redistribution of government revenue sources and reduced dependence 
on oil and gas revenues. The second part of the presentation focused on broader 
structural shifts in the global economy associated with geoeconomic fragmentation, 
deglobalization, and regionalization processes. The speaker underscored the erosion 
of the US dollar’s dominance and the growing number of experiments with alternative 
currencies and settlement mechanisms, which create the prerequisites for the transition 
toward a multi-currency financial system. In this context, the New Development Bank 
can serve as a pilot platform for the development of a new financial architecture based 
on the use of national currencies and modern digital technologies. In the conclusion, it 
was emphasized that enhanced financial cooperation within BRICS, the deployment of 
distributed ledgers and asset tokenization, as well as fostering trust can improve the 
financial resilience of member countries and strengthen their strategic autonomy amid 
the transformation of the global economic order.

Session 4: “For a Common Goal: BRICS and Just Green Transition” was opened 
by Igor Makarov, Head of the School of World Economy at HSE University, who 
emphasized that the concept of just green transition is becoming increasingly popular 
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in international forums, including BRICS, the G20, and Conferences of Parties to the 
UNFCCC; however, there is no common understanding, and definitions vary across 
contexts. He also suggested that BRICS countries could develop a common approach to 
the term “just transition”, which could then be gradually promoted on the global level.

A presentation by Alexander Kurdin, Deputy Dean for Research at the Faculty of 
Economics, Lomonosov Moscow State University (Russia), was devoted to the challenges 
of international climate cooperation at the intersection of economic, cultural, and 
geopolitical factors. The speaker underscored that, despite the Paris Agreement 
marking a transition in climate policy to a “bottom up” approach, the territorial 
(production-based) principle of emissions accounting remains a key constraint for 
taking into account the specificities of national economies. This approach overlooks 
the role of international trade and exacerbates imbalances between countries with 
different levels of economic development. Particular emphasis was placed on the 
importance of adaptation policies for developing countries with limited institutional 
and financial capacities. A key element of the presentation was the examination of the 
role of cultural values and social attitudes in advancing the green transition. It was 
shown that the level of environmental concern and the prioritization of environmental 
protection vary significantly across countries, while age differences are secondary 
to national and socio-economic factors. In conclusion, the speaker argued that, amid 
the politicization of the climate agenda and the weakening of global coordination 
mechanisms, “climate alliances” could become a promising form of international 
interaction, aimed at coordinating industrial and technological policies, promoting 
green values, developing joint initiatives, and thus contributing to a more just and 
sustainable mode of global development.

Igor Makarov, Head of the School of World Economy at HSE University, made a 
presentation titled “Just Low-Carbon Transition: Toward Shared Vision of the BRICS 
Countries.” He emphasized that, despite the inclusion of the just low-carbon transition 
concept in the BRICS leaders’ declarations in Kazan (2024) and Rio de Janeiro (2025), 
the term itself remains vague. The speaker noted that it is important to move beyond 
declarative statements toward clearly defined principles which could provide a basis for a 
shared BRICS position in global climate negotiations. In total, seven such principles could 
be identified. First, climate action should be aligned with other Sustainable Development 
Goals. Second, technological neutrality should be ensured: no single emissions reduction 
pathway should be universally preferred to others. Third, it is important to strike a 
balance between mitigation and adaptation by allocating at least half of climate finance 
mobilized through official channels to adaptation. The next two principles suggest 
fostering dialogue between exporters and importers of fossil fuels and carbon-intensive 
products in order to avoid confrontation and ensure a fair distribution of costs associated 
with the low-carbon transition. The sixth principle emphasizes the need to account for 
both consumption- and production-based emissions. The seventh principle requires 
emissions to be reduced where such reductions are cost-effective—primarily in 
developing countries with low reduction costs. In conclusion, the speaker underscored 
that BRICS has the potential to initiate a new global climate architecture and serve as a 
center for developing a new post-2030 sustainable development agenda.



107“BRICS and Rethinking the Global Economic Order”

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

Ke Wang, Deputy Dean of the School of Ecology and Environment at Renmin 
University of China, delivered a presentation on the role of BRICS countries in 
promoting a just energy transition in the context of the outcomes of COP30 in Belém. 
The speaker described COP30 as an “Implementation COP,” primarily focused on the 
needs and contributions of emerging economies. He also described the adoption of the 
Just Transition Work Programme as a breakthrough, recognizing the need for additional 
grant-based finance and for accounting for the social dimensions of climate policy. 
Particular emphasis was placed on the global significance of BRICS countries, which 
account for a large share of global emissions, population, and GDP; this implies a greater 
responsibility and the potential for collective leadership in climate governance. For BRICS 
countries, the key challenge remains to balance decarbonization goals with economic 
growth, poverty reduction, and adaptation to climate risks, while maintaining the 
principles of social justice. The speaker also identified the main barriers to advancing a 
just transition, including the shortage of climate finance, technology transfer constraints, 
difficulties in distributing the burden of the energy transition within countries, and 
the limited influence of developing countries on shaping international climate rules. In 
conclusion, emphasis was placed on the need to strengthen existing BRICS cooperation 
mechanisms, expand the role of the New Development Bank, enhance coordination of 
positions at the UNFCCC Conferences of Parties, and reinforce South–South cooperation 
frameworks.

A presentation by Anastasia Shirokograd, Advisor to the Department of 
International Cooperation at the Russian Energy Agency, Ministry of Energy of the 
Russian Federation, focused on energy transition strategies in BRICS countries. The 
speaker highlighted the importance of developing effective financial mechanisms aimed 
at promoting green energy and strengthening environmental protection measures. 
The achievement of long-term climate and energy goals remains challenging without 
reliable financing sources, particularly for developing countries. Strong focus was 
placed on the role of BRICS in facilitating just energy transition, which entails providing 
additional financial, technological, and institutional support to countries which bear 
higher costs of the low-carbon transformation. The speaker emphasized the importance 
of the development and deployment of green energy technologies, including renewable 
energy sources and energy efficiency solutions, but also underscored the significance 
and transitional role of natural gas as the cleanest fossil fuel. The presentation also 
highlighted the need for strengthening international cooperation within BRICS on energy 
security and resilience of energy systems. In conclusion, it was emphasized that policy 
coordination, technological exchange and joint investment initiatives can be critical in 
ensuring a balanced and sustainable energy transition in BRICS countries.

Chandra Lal Pandey, Associate Professor in the Department of Development Studies 
at Kathmandu University (Nepal), delivered a presentation titled “Climate Change, BRICS 
and Just Green Transition.” He reviewed international climate negotiations, in particular 
the recent COP30 under UNFCCC, and assessed the role of BRICS countries in shaping 
the global climate agenda. Particular emphasis was placed on the green investment 
policies of member countries, including the plans of China, India, and Russia to achieve 
carbon neutrality. It was highlighted that these goals cannot be achieved without 
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active international cooperation and coordination of national climate strategies. The 
presentation also underscored the need to integrate ecosystem services and sustainable 
technologies into BRICS’ long-term development strategy.

The presentation that closed both the session and the conference was delivered by 
Sedat Alataş, Research Fellow at Adnan Menderes University (Türkiye). The speaker 
focused on the impact of artificial intelligence (AI) on firms’ turnover in the European 
Union. He examined how AI adoption affects firms’ productivity and what institutional 
and technological conditions are required to translate the investment in AI into tangible 
commercial gains. Special attention was given to complementary digital technologies—
primarily big data and cloud computing—which significantly amplify the effects of AI. 
The speaker discussed the J-curve hypothesis, which suggests that AI investments could 
initially reduce measured productivity due to adjustment costs and organizational 
restructuring, but in the medium to long term they substantially increase the efficiency. 
He concluded that the maximum effect can be achieved through a comprehensive 
approach, which involves parallel deployment of multiple AI technologies and their 
integration into firms’ business processes.

*  *  *
Participants and organizers noted the overall success of the conference, emphasizing the 
relevance of the topics discussed and the value of the discussions. Special gratitude was 
expressed to the international guests who came to Russia to take part in the event. The 
organizers expressed confidence that the 13th Annual International Conference on the 
Global Economy, “BRICS and Rethinking the Global Economic Order,” will contribute to 
strengthening international cooperation and advancing joint research, and facilitate the 
continuous exchange of knowledge and professional perspectives in global economics.

Artificial intelligence technologies were used in the preparation of this material, including 
ChatGPT, DeepL, and Riverside AI.

The editorial team gratefully acknowledges the assistance and contribution of Nikolay 
Perminov in the preparation of this review.
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