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After decades of total pre-eminence of the US Dollar as the main currency used in 

the international trade, in recent years some countries have been engaged to develop 

alternative payment methods, in order to disengage their economies from the over-reliance 

on the US Dollar: these countries are also working to create a new international system of 

financial payments which could balance the US-created SWIFT (Society for Worldwide 

Interbank Financial Telecommunication), because in the current political scenario the 

United States are perceived as a non-reliable trade partner. 

We can observe that the main supporters of this de-dollarization process are the 

countries, which have open disputes (in the political, economic, diplomatic or military field) 

with the United States: Russia, China, Iran, Turkey, but also India, Brazil and South Africa 

within the BRICS group. Especially Russia and China have made the most significant 

progress to create an alternative payment system to the US Dollar, reducing the influence 

of the American currency in their national economies. 

In 2018 China and Russia signed an agreement to increase the use of their national 

currencies (Yuan, or Renminbi, and Rubbles) in bilateral and international trade, with the 

clear goal to reduce their dependence on the US Dollar and to downplay Washington's 

strategy which - according to the Sino-Russian point of view - aims to employ the US 

Dollar as a “trade weapon” to impose sanctions.1 In fact, if we consider that about 40% of 

the global transactions is based on the SWIFT international payment system - and on the 

US Dollar - it is evident that the threat to exclude some countries from the SWIFT system 

represents for Washington a strong tool of influence.  

Although the Chinese Yuan currently ranks at the fifth place as payment currency 

used for the global trade, the Sino-Russian attempts to promote a new and alternative 

payment system based on their national currencies and to incentive the use of their 

national credit cards (Mir in Russia and UnionPay in China) will allow to avoid the use of 

SWIFT for several transactions, so reducing the impact and the negative effects of the 

American sanctions.2 In 2020 the bilateral trade between China and Russia will surpass 

US$200 billion, which represents a good reason to further proceed with the reconversion 

process of the payment system, with a special focus on the energy sector where they want 

to increase the use of Yuan and Rubbles as the main currencies to realize transactions 

within the lucrative and reciprocally profitable commercialization of oil and natural gas.3 

In addition, the Southeast Asian countries - as members of the ASEAN regional 

organization - have openly expressed the desire to reduce risks linked to the fluctuations 

of the US Dollar-exchange rate, promoting a rising use of their national currencies. 

This idea has been recently discussed during the Chiang Mai Initiative (CMIM) - a 

regional forum  also known with the name of ASEAN+3 (China, Japan, South Korea) - held  
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in the Fiji Islands on May 2, 2019 and attended by the Finance Ministers and the Central 

Bank Governors of the involved nations.4 CMIM forum was created in 2000 with the aim to 

provide financial allocations to the countries in order to prevent the devastating effect of a 

potential currency crisis, similar to 1997 events. 

ASEAN countries now have the possibility to access Asian currencies - if there are 

emergency conditions - which could favour their large use as well as a rising allocations of 

these as foreign exchange reserves.5  Furthermore, the introduction of the Yuan and 

Japanese Yen in the CMIM currency swap agreement will allow ASEAN countries to be 

less vulnerable in the case of a new currency crisis, because they will be less dependent 

on the performance of the US Dollar.6  

At present, the CMIM currency swap safety net is valued at US$240 billion: according 

to the regulations in force, each country can borrow a fixed quote in the case of liquidity 

risk, but 70% of this quote is subjected to the conditionality clauses of the International 

Monetary Fund (to encourage austerity and a rationale granting of loans in order to avoid 

risks of default).7  

The amount of this buffer fund is one of the main problem for the ASEAN countries, 

because it appears inadequate to deal with the impact of a future financial and currency 

crisis: for instance Thailand holds a quota of US$22 billion, but in the case of a serious and 

systemic liquidity crisis Bangkok could use only US$6 billion (the 30% of the planned 

quota which is not subject to the IMF clauses), which would be not sufficient in a condition 

of currency scarcity.8 

China has promptly moved in line with this ASEAN approach: in January 2019 China 

published a five year-plain aimed to strengthen the economic and financial integration 

between Chinese southern province of Guanxi and Southeast Asian countries and to 

promote the internationalisation of Yuan. This Chinese province shares a border with 

Vietnam and it should be the financial hub of the ASEAN-China economic cooperation. 

This plan reflects the determination of Beijing to promote the use of the Chinese 

national currency in the commercial relations with ASEAN states, facilitating cross-border 

trade, granting loans and investing in local projects within the Belt and Road Initiative, 

which will be expressly funded in Dollars. 

The global attempts to develop new and alternative system of payments - which will 

be based on different currencies and not more on US Dollars – represent an interesting 

evolution able to ensure a greater flexibility in the currency markets as well as a tool to 

mitigate the effects of a potential global economic crisis. 

Even if these efforts could have a positive impact in the medium term, the concrete 

affirmation of an alternative payment system appears a long process, considering that 

currency such as the Chinese Yuan currently account for about 2% of the global 
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payments, while the US Dollar accounts for 40%: these data show that a rebalance of the 

global system is necessary and welcomed, but it is strictly linked to the economic and 

monetary policy undertaken by the single states. 

The Chinese ambition to promote the internationalization of the Yuan is combined 

with the interests of ASEAN countries to bolster their economic capacity to deal with future 

potential financial crisis such as the disastrous economic crisis happened in 1997, 

progressively disengaging from the US Dollar and using other alternative hard currencies: 

in this strategy of monetary diversification, the main goal is to reduce the vulnerability 

deriving from the unbalanced reliance on a single currency. 

The rising use of the Chinese Yuan in the ASEAN economic space is eased by the 

Beijing's huge investments in the Southeast Asian countries, estimated at more than US$ 

1.5 billion in the first five months of 2019.9  

The strategy to grant loans in Yuan and to impose the Chinese national currency in 

the bilateral trade (and also among ASEAN countries) show the common will to jointly 

develop a regional system of payment based on the progressive reduction of the US 

Dollar's influence. 
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