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Abstract—The ongoing large-scale transformation of the global economy, caused primarily by the economic
recovery of the leading developing countries, forms a multipolar map of the world with new centers of
power—the BRICS countries (Brazil, Russia, India, China, and South Africa). Thanks to their increased
industrial and financial power, these countries are among the key players in the international markets for
goods, services, and capital, exerting a significant, and sometimes decisive, impact on their functioning.
However, it would be premature to say that in the coming years the representatives of this association will be
able to achieve a balance of power in monetary and credit relations with the United States and the European
Union, overcoming their long-term dominance in world finance. Achieving such a balance will become pos-
sible only as the monetary units of the BRICS countries turn into influential reserve assets that can squeeze
the US dollar and euro in servicing world economic relations and create large international financial centers
in them that can compete on equal terms with London or New York.
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Over the past two decades, significant changes
have occurred in the balance of power in the world
economy due to a significant increase in the economic
power of a relatively small group of developing coun-
tries that are commonly called emerging markets. The
rapid rates of GDP growth in the emerging markets, as
a rule, are combined with an active transformation of
the sectoral and social structure, which makes their
development highly dynamic [1]. Thanks to this, in
2000–2020, the emerging markets, according to IHS
Markit, were able to strengthen their positions signifi-
cantly in the international markets for goods, services,
and capital, seriously displacing the traditional lead-
ers—developed countries (Fig. 1). The share of the
emerging markets in the world GDP1 grew from 39.1%
in 2000 to 55.8% in 2020; accordingly, their contribu-
tion to the growth rate of the world GDP increased
from 1.4 percentage points (pp) in 2001 to 2.1 pp in
2019.

The key states that provided a 52% (52.4%, includ-
ing South Africa) growth of the world GDP in 2000–
2020 were China, India, Russia, and Brazil—the four
largest emerging markets, which together with South
Africa comprise the BRICS integration association.

The high rates of economic growth, reaching over the
years 2000–2020, on average, 8.6% per year in China,
5.9% in India, and 1.8–2.7% in Russia, Brazil, and
South Africa, allowed them to increase significantly
their shares in the global production of goods and ser-
vices, become some of the leading countries in terms
of attracting direct foreign investment and accumulat-
ing international reserves, significantly improve the
situation in the budgetary and social spheres, and mul-
tiply the scale of the domestic financial market. These
successes were the result of deep institutional reforms
carried out in the BRICS countries in the 2000s,
which unlocked more fully the potential of national
economies and which had not been previously used for
structural reasons: due to socialist reforms in China,
excessive import substitution in Brazil and India, and
the apartheid policy in South Africa.

The list of growth factors in individual BRICS
countries is different [2]. The economic growth of
China and India was based primarily on maintaining
high saving and accumulation rates, as well as attract-
ing numerous and cheap labor resources in export
manufacturing industries. Brazil and South Africa are
the largest raw material exporters. In addition, social
programs implemented by the authorities of these
countries to stimulate the expansion of the final con-
sumption of households, including the poorest strata
of the population, are of great importance for the eco-
nomic situation. In the 2000s, Russia increased the
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1 Hereinafter, GDP is calculated at purchasing power parity
(PPP) in constant 2015 prices.
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Fig. 1. World GDP structure (PPP constant 2015 Prices). Source: IHS Markit.
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Fig. 2. GDP (PPP in constant 2015 prices) per capita of the BRICS countries (Russia = 100). Source: IHS Markit.
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export of fuel and energy products and used the poten-
tial of the capacious domestic consumer market.
Thanks to the growth of the economy, the well-being
of the population has noticeably improved, in terms of
which our country, despite the slowdown in business
activity in recent years, is ahead of other states of the
association (Fig. 2).2

Despite the progress achieved, serious imbalances
remain in the BRICS economies, threatening their
sustainable development. In China, due to institu-
tional factors, gross fixed capital formation is exces-
sive, the economy is characterized by an orientation
towards consumer demand, and the export of goods
and services no longer serves as a support for GDP
growth. India is characterized by imbalances between
accumulation and consumption, which are repro-

2 Despite the slowdown in economic activity in Russia, the real
GDP per capita in the Russian Federation (at PPP in 2015
prices) in 2020, according to IHS estimates, amounted to
$25913000, which is 28.7% higher than in China.
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duced largely due to the continued poverty of a signif-
icant part of the population. In Brazil and South
Africa, on the contrary, the GDP dynamics is deter-
mined primarily by the state of domestic demand,
while the indicators of accumulation and saving in
them are relatively small. In general, there is no short-
age of savings in Russia, but the available financial
resources are not efficient enough for investment, as a
result of which the economy is heavily dependent on
the export of mineral products.

All BRICS countries also have a number of com-
mon socioeconomic problems, including underdevel-
opment of the most important public institutions, a
large share of the shadow sector, a high level of corrup-
tion in the state apparatus, sanctions, significant social
stratification, and increasing degradation of ecological
systems in industrial and raw-material production
areas. The difficulties noted seriously worsen the state
of the business climate in the BRICS countries, which
is reflected in their low positions in international rank-
ings of doing business. Thus, in the Doing Business
N ACADEMY OF SCIENCES  Vol. 91  No. 1  2021
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rating, Russia occupies only 28th place among
190 countries, China 31th, India 63th, South Africa
84th, and Brazil 124th.

The vulnerabilities of the BRICS economies were
clearly manifested during the 2020 pandemic. At the
initial stage, some experts expressed hope for a “split-
ting” of economic cycles in the developed and devel-
oping parts of the world, believing that against the
backdrop of a recession in Western countries, the
emerging markets would be able to maintain autono-
mous growth dynamics and act as an alternative loco-
motive of the world economy. However, this did not
happen. The BRICS economies showed a sharp
decline in GDP in the first and second quarters of
2020. If China, according to the IHS forecast, man-
ages to maintain positive GDP dynamics (at the level
of 1.5%), then its volume will decrease in India, South
Africa, Brazil, and Russia and will be –6.9, –8.9,
‒7.0, and –6.0%, respectively.

Thanks to large anticrisis programs, as well as an
improvement in the global market situation, the posi-
tive GDP dynamics in the BRICS countries began to
recover in the third and fourth (in China, in the sec-
ond) quarters. However, the tightening of financial
conditions that followed the recovery growth will lead
to a slowdown in GDP growth in 2022–2023. In
recent years, the turning points during internal eco-
nomic cycles in the leading emerging markets still
coincided with changes in the market situation in
developed countries, refuting the hypothesis of the
“splitting” of their economic cycles.

Due to the insufficiently diversified structure of
national production, in which the extraction and
export of fuel and energy resources play a dispropor-
tionately large role, Russia turns out to be perhaps the
most vulnerable if one evaluates the BRICS countries
from the point of view of a possible deterioration of the
external situation. Moreover, as shown by Russia’s low
GDP growth rates in 2013–2019, the accumulated
industry and sector imbalances in the economy do not
allow the country to gain high dynamics even with a
relatively favorable price situation on the international
raw-materials markets. All this makes the task of mod-
ernization and restructuring of the domestic economy,
aimed at ensuring its sustainable and balanced devel-
opment, more urgent than ever.

Modernization will require a certain adjustment of
the national economic policy. Unlike other BRICS
countries, in Russia it is mainly focused on maintain-
ing macroeconomic stability. Given the unconditional
importance of this goal in the future, the main efforts
of the state should be directed at stimulating qualita-
tive changes in the domestic economy: increasing the
output of high-tech and science-intensive products,
labor productivity, the share of investments in fixed
assets, and small and medium-sized innovative busi-
nesses. The transition to a policy of modernization
and industrial development, in turn, implies a more
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active, consistent, and systematic use by the state of
various instruments to support priority industries and
sectors of the economy, including tax and customs
benefits, public–private partnerships, and the provi-
sion of loans, guarantees, and investments through
federal and regional development institutions.

Additional opportunities for accelerating the pro-
cesses of restructuring the economy of the Russian
Federation are opened by its political and economic
rapprochement with the leading developing states—
members of the BRICS integration association. In
particular, it creates preconditions for expanding
domestic business into the markets of these countries,
especially in segments such as energy, agricultural pro-
duction, metallurgy, transport and special machine
building, and financial and banking activities.
Strengthening trade and investment cooperation in
these areas, where Russia has certain competitive
advantages, will contribute to the formation of new
growth poles in the domestic economy and strengthen
the country’s position in international markets for
nonprimary products.

BRICS: from dream to reality. Back in 2001, experts
from the American investment bank Goldman Sachs
united the four largest emerging market economies—
Brazil, Russia, India, and China—into the BRIC
group.3 In 2006, the first meeting of the countries of
the union took place in New York, on the sidelines of
the UN General Assembly. Its participants expressed
their intention to continue contacts during interna-
tional forums. In 2008, in Japan, the heads of state and
government of the four countries agreed to cooperate
on pressing economic problems.

On June 16, 2009, at the first official summit in
Yekaterinburg, the heads of state formulated the goal
of the association—the development of a consistent,
active, and open dialogue and mutually beneficial
cooperation. From that year, the leaders' meetings
began to be regular; the structure of economic cooper-
ation between states was gradually taking shape; and
the interests of the countries of association with the
rest of the world, primarily with Western Europe and
the United States, were coordinated. After the fifth
member, South Africa, joined in 2011, the community
acquired a new name, BRICS. It is assumed that by
2050, while maintaining economic dynamics, the total
GDP of the BRICS countries will be 2.4 times higher

3 It is generally accepted that the starting point for the creation of
the association is 2001, when in the report of Goldman Sachs,
“Dreaming with BRICs: The Road to 2050,” the term BRIC
first appeared. Thus, four countries were identified with the
highest potential for economic growth at that time—Brazil, Rus-
sia, India, and China. The term became widespread among
financial companies, which, since the early 2000s, began to cre-
ate investment funds specializing in operations with the securi-
ties of these countries. In 2006, the American Dow Jones
Indexes introduced the BRIC-50 stock index, which included 15
leading companies in Brazil, China, India, and five Russian
companies the shares of which were the most liquid on world
exchanges.
 Vol. 91  No. 1  2021
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(or 46.2% of the world GDP) than that of the devel-
oped countries—members of the G7.

The progressive development of the BRICS coun-
tries in 2010–2019 and the preservation of positive
dynamics by some of them even during the pandemic
prompts some international analysts, particularly from
the Organization for Economic Cooperation and
Development (OECD), to view this bloc as a counter-
balance to developed countries with their low rates of
economic growth amid a prolonged recession.

The BRICS countries do not have a secretariat,
charter, or other formally established norms. The
states have consolidated to create a model of a new
world that will allow them to choose their path of
development [3].

Official BRICS summits are held annually in one
of the countries of the association. A certain sequence
is observed: Brazil, 2014; Russia, 2015; India, 2016;
China, 2017; South Africa, 2018; Brazil, 2019; Russia,
Russia.4 The host country of the summit is appointed
as the chair; it ensures the coordination of current
activities. Now the BRICS countries have more than
20 formats of interaction, including energy efficiency,
climate change, and international financial institu-
tions.

In 2015, the process of creating a pool of foreign
exchange reserves intended for use in emergency situ-
ations was completed, and the New Development
Bank of BRICS with a share capital of $100 billion
became operational.

The peculiarity of BRICS is that each member of
the association is at the same time a leading economy
on its continent or region: Russia in the CIS; Brazil in
MERCOSUR, the common market of Latin America;
South Africa in the South African Development Com-
munity; India in the South Asian Association for
Regional Cooperation; and China in the Shanghai
Cooperation Organization. In these regional integra-
tion groupings, the countries, being BRICS partners,
can form BRICS+ [3].

In 2017, the Chinese leadership invited representa-
tives of 28 states to dialogue in an expanded format:
Indonesia, Malaysia, the Philippines, Cambodia,
Egypt, Nigeria, Ethiopia, Kenya, Argentina, Chile,
Mexico, and others. It is assumed that BRICS+ will
help form a wide range of the association’s partners,
cooperating with it on a permanent basis.

BRICS New Development Bank. Promising areas of
cooperation include energy and finance, in which the
association opens up additional investment opportu-
nities. The BRICS New Development Bank plays an
important role here. Its main task is to finance infra-
structure and sustainable development projects in the
BRICS member states, as well as in developing coun-

4 The BRICS summit was to be held on July 21–23, 2020, in
St. Petersburg, but it was postponed due to the epidemiological
situation associated with the spread of coronavirus infection.
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tries. Since 2016, when the bank began operating,
more than 20 projects have been approved for a total of
$5.1 billion: five each in China, India, and Russia;
four in Brazil; and two in South Africa.

In 2016, the first seven projects were approved,
including those on renewable energy sources, for an
amount exceeding $1.5 billion. One of them is the
construction of two hydroelectric power plants in
Karelia—Beloporozhskaya HPP-1 and Beloporozhs-
kaya HPP-2—worth $100 million and with a total
capacity of 50 MW, which are part of the Kemskii
HPP cascade. The small hydropower plant project was
the first in Russia to be financed by the BRICS New
Development Bank. The construction of the facility,
which began in 2016, uses the latest technologies to
increase equipment life and plant efficiency. However,
most of the equipment, including turbines and power
generators, was manufactured in Russia. At the end of
2019, a trial run of the hydroelectric units was carried
out successfully at both power plants.

In 2018, the bank approved four infrastructure
projects in Brazil, India, China, and South Africa
worth over $1 billion. According to the New Develop-
ment Bank Annual Report 2019, the BRICS operating
portfolio includes 51 projects with a total value of
$14.9 billion.

The bank received high AA+ credit ratings from
S&P and Fitch, opening access to the international
bond market. In 2018, it supported the installation of
renewable energy facilities with a total generated
capacity of 1500 MW. The approved development
strategy for 2017–2021 indicates that the total volume
of loans approved by the bank by 2021 could range
from $32 to $44 billion. According to experts, invest-
ment cooperation of the BRICS countries within the
BRICS New Development Bank will help increase the
degree of investment protection and the accumulation
of funds for projects that are of interest to several
states.

Over the past decade and a half, leading developing
countries have managed to strengthen their economic
potential significantly, turning into new poles of global
economic growth. The rapid replenishment of export
earnings and foreign investment allowed them to
improve the state of their balance of payments notice-
ably, accumulate large foreign exchange reserves, and
significantly increase domestic financial stability.
This, in turn, contributed to the consistent abolition of
currency restrictions that were widely used by develop-
ing countries to maintain the stability of national cur-
rencies and protect the domestic financial market in
conditions of weak balance of payments.

At present, the world monetary system is domi-
nated by three currencies—the US dollar, the euro,
and the Japanese yen, in which more than 80% of set-
tlements in international trade are carried out and
about 90% of official reserve assets and global debt
obligations are nominated (Fig. 3) [4–6]. Dominance
N ACADEMY OF SCIENCES  Vol. 91  No. 1  2021
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Fig. 3. Share of national currencies in official reserves, world trade, international borrowings, and debt markets in 2019.

Source: European Central Bank.
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in the monetary sphere is one of the main factors help-

ing developed countries to maintain their leading

positions in international finance, enabling them to

lock the main global capital f lows onto themselves. In

addition, the United States has been actively using the

dollar’s status as a key global currency for many years

to cover chronic current account deficits (Fig. 4) by

placing its debt obligations among foreign investors.

The growing US corporate and public debt since 2012,

which reached 78.3 and 101.6% of the GDP by the end

of the first quarter of 2020, respectively (Fig. 5), poses

a significant threat to the stability of the economies

of other countries, including emerging markets,

where the dollar is widely used both for servicing

foreign trade contracts and in domestic financial

transactions. This makes the task of internationaliz-

ing the currencies of the BRICS countries and the

formation of a polycentric world monetary system

even more urgent.
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Fig. 4. US balance of payments current account deficit.
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Full or partial liberalization of foreign exchange
legislation provided conditions for the promotion of
the currencies of the largest developing countries to
international markets. They are beginning to be used
in cross-border lending and issuance of debt securi-
ties. Under the influence of the growing instability of
the monetary system and the increasing volatility of
the rates of key world currencies, there has been a ten-
dency to involve the monetary units of developing
countries in intraregional, including border, trade.

The scale of the use of currencies of developing
countries in international circulation is still small and
does not correspond to the increased contribution of
these countries to world production and exports.
Thus, according to the Bank for International Settle-
ments, the aggregate share of the currencies of Russia,
 Vol. 91  No. 1  2021

Fig. 5. US corporate and government debt. Sources:
OECD, US Federal Reserve, and Bank for International
Settlements.
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Fig. 6. Share of currencies of the BRICS countries in the total turnover of the foreign exchange market. Source: [13].
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China, India, Brazil, and South Africa in the total
turnover of the global foreign exchange market in 2019
was 9.3% (Fig. 6), while their total contribution to the
global GDP (data for 2020 at PPP in constant 2015
prices) was estimated at 34.6%.

The reasons for the weak internationalization of

the national currencies of developing countries are

well known. The raw materials they import are tradi-

tionally quoted in US dollars. Domestic companies

prefer to operate in dollars, thus taking on the cur-

rency risk. There are some restrictions on interna-

tional financial transactions in national currency

units. The financial capabilities of nonresidents in

terms of managing ruble and other assets are extremely

limited due to the underdevelopment of the capital

market. Finally, the general economic environment,

including the tax and legal systems, does not favor the

use of BRICS currencies by nonresidents.

In the future, as these barriers are overcome, one

should expect a significant increase in the role of

national currencies of the largest developing countries

in servicing international trade and cross-border capi-

tal f lows, which will allow them to take a noticeable

place in the modern monetary system, corresponding

to their importance for the global economy.

The PRC’s monetary policy. The Chinese authori-

ties strive to support national exports comprehen-

sively. This is primarily due to the fact that the yuan

has been undervalued against the currencies of its

main trading partners for many years. Today, the yuan

against the dollar, according to the OECD, is under-

valued by 20–25%, which stimulates not only Chinese

exports but also a large-scale inflow of direct invest-

ments into the country from abroad, making it

cheaper for foreign entrepreneurs to implement

investment projects in China. At the same time, this

policy hinders the internationalization of the yuan and

its widespread use in world trade and finance. Fearing

a large-scale inflow of speculative capital into the

country and increased pressure on the national cur-

rency exchange rate and the creation of an uncon-

trolled international yuan market that could under-

mine domestic financial stability in an unfavorable
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external environment, the Chinese authorities main-

tain numerous restrictions on transactions with this

currency.

Despite maintaining strict currency restrictions,
the PRC leadership does not take steps to internation-
alize the yuan, involving it, in particular, in servicing
border trade with neighboring countries through the
conclusion of interstate agreements on the mutual
exchange of national currencies. The yuan has already
become the main currency in China’s border trade
with Mongolia, Vietnam, Myanmar, and Nepal. It is
increasingly used in trade with Russia, the Philip-
pines, and South Korea.

Another notable step towards the internationaliza-
tion of the Chinese currency is the permission of the
country’s authorities to conduct certain transactions
with the yuan in Hong Kong, whose residents can now
use it for money transfers, bank card transactions, and
opening deposits in local banks. In turn, Chinese
companies and banks were able to place bonds in yuan
on the Hong Kong Stock Exchange, which opened the
way for the development of a market for financial
instruments denominated in Chinese currency in this
administrative region. This process may accelerate sig-
nificantly after the planned creation of a unified sys-
tem of trading in shares of Chinese companies traded
on the Hong Kong and Shanghai stock exchanges.

The increase in the volume of financial transac-
tions in yuan in Hong Kong is accompanied by an
increase in trade in Chinese currency in the world
market. Over the past five years, the international
market for forward contracts in yuan in Hong Kong
and Singapore has formed almost from scratch; in
2013, the daily turnover averaged $30 billion, or
almost half of the turnover of the domestic foreign
exchange market in China.

After Hong Kong, the leading positions in the yuan
market in operations such as banking services, foreign
exchange transactions, issuing bonds, granting loans,
etc., is occupied by the London Financial Center, fol-
lowed by the Paris Financial Center. The head of the
Bank of France, C. Noyer, announced his intention to
develop the offshore yuan market. The Parisian finan-
N ACADEMY OF SCIENCES  Vol. 91  No. 1  2021
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cial center, backed by a strong banking sector and a
high degree of internationalization, has always been
prone to innovation. By becoming the main offshore
center in the euro area, France gains significant
advantages [7].

From 2011 to 2019, the volume of foreign trade
operations denominated in yuan increased by 6.1 per-
centage points, up to 13.8% of the total volume of
export–import transactions.5 Chinese partners of
French enterprises are increasingly offering to carry
out settlements in yuan. There are good reasons for
this. With currency liberalization, the yuan has f luctu-
ated against the dollar. By nominating foreign trade
contracts in yuan, Chinese companies smooth out the
risks of changes in the exchange rate. Local govern-
ments support international settlements in renminbi in
a variety of ways, including through tax incentives,
simplified administrative procedures, and export set-
tlements. In addition, the payment cycle for RMB
transactions is significantly shortened.

By offering their partners to conduct foreign trade
operations in yuan, Chinese enterprises receive addi-
tional commercial benefits, which are sometimes cru-
cial for them. In general, the internationalization of
the yuan allows Chinese enterprises to strengthen their
positions in foreign and domestic markets and signifi-
cantly expand their room for maneuvering. However,
one should not forget about the risks that increase with
the expansion of international relations. Thus, inter-
national trade is associated with changes in the
exchange rate, noncompliance with the terms of the
contract and its cancellation, and transport and polit-
ical risks.

In China, a classic financial instrument of trade,
such as commercial letters of credit, is widely used.
Commercial letters of credit, being a reliable, under-
standable, and relatively competitive instrument, pro-
vide good risk coverage. However, with large volumes
of foreign trade transactions, other financial solutions
are needed, in particular, operations to securitize pay-
ments. New opportunities have emerged for large
enterprises and their partners in the PRC, for exam-
ple, supply chain finance and e-invoices.

On the territory of mainland China, an account in
yuan can be opened for nonresidents, but first one
must obtain permission from the State Administration
of Foreign Exchange (SAFE). This account must work
exclusively with foreign trade operations. Hong Kong
has more f lexible rules: if an account is opened, then
the funds deposited in it can be used for investments
and bank transfers outside the continent.

Large international banks provide their clients—
exporters and importers—with the opportunity to

5 The share of the national currency in servicing export and
import f lows in the PRC reached a maximum of 29% in the
third quarter of 2015. From the third quarter of 2017 to the first
quarter of 2019, this indicator f luctuated in the range of 11–
14%.
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open an account in RMB to finance operations with
Chinese partners. They usually offer a variety of ser-
vices and products related to currency exchange, pay-
ments, deposits, loans, and trade finance.

Chinese banks based in France and French banks
also offer services and products to European enter-
prises to facilitate their settlements on foreign trade
contracts in yuan. For example, loans in yuan for a
period of 5–7 years can be used to invest in China or
pay for imports. As a result, European businesses are
spending fewer dollars and are more f lexible in spend-
ing.

In 2012, the central banks of the PRC and Taiwan
signed an agreement on clearing settlements in yuan,
which is considered by analysts as the largest eco-
nomic event in the region. A breakthrough was the
strengthening of the yuan’s position in financial trans-
actions carried out in the UK, the world’s financial
center, with a turnover of $4 trillion per day. According
to the Bank of England, in February 2013, the United
Kingdom was the first of the G7 countries to have the
opportunity to sign a currency swap (exchange) agree-
ment with the People’s Bank of China. The deal allows
the Bank of England to supply up to RMB 400 billion
(about $64 billion) to other banks. According to
P. Lintern, Head of Interbank Operations at Standard
Chartered Plc, this event will completely revolutionize
financial markets [8].

In March 2013, the People’s Bank of China and the
European Central Bank signed a $45 billion swap
agreement. Earlier, on March 30, 2013, the monetary
authorities of the PRC entered into a currency swap
with Brazil in the amount of $30 billion. It is envisaged
that, in the event of destabilization of the international
financial system, these states will be able to offer the
other party borrowed funds in the partner’s currency
without using dollar reserves. China is gradually seek-
ing to consolidate the yuan in international finance.

In June 2011, China and Russia signed an Agree-
ment on the transition to settlements in national cur-
rencies. As a first step, trading in rubles began on the
exchange in China and yuan trading started in Mos-
cow. On October 24, 2011, the Russian bank VTB
opened deposits in yuan for legal entities.

In order to increase the international confidence of
foreign currency heavyweights in the yuan, the PRC is
increasing its national reserves of monetary gold, the
accumulated reserves of which at the end of the second
quarter of 2020 amounted, according to the World
Gold Council, to 1948.3 tons (5.6% of world savings).
By increasing its gold reserves, China wants to secure
its reserve assets, which are estimated at $3.244 tril-
lion, and minimize the risks in the path of establishing
the yuan as a world currency. Within the framework of
global monetary and financial policy, China seeks to
lay an institutional basis and advance its interests in
those world financial institutions where the United
 Vol. 91  No. 1  2021
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Fig. 7. Trade turnover between China and Russia. Source:
General Administration of Customs of China.
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Fig. 8. China oil imports. Source: General Administration
of Customs of China.
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States and the countries of Western Europe (IMF and
World Bank) traditionally dominate.

The expansionary monetary policy of the PRC
authorities contributed to the rapid development of
the corporate debt market. Nevertheless, China in
terms of the volume of corporate bonds (about $1.9
trillion) at the end of 2019 was significantly inferior to
Europe ($2.9 trillion) and the United States. The bond
market in the United States was about $6 trillion, or
44.4% of the global corporate bond market.

The PRC attaches great importance to the BRICS
format and actively participates in the work of this
association, since the interstate mechanism serves as
an important platform for the implementation of
national and global interests and corresponds to the
country’s foreign policy concept. One of the reasons
for the creation of the BRICS group was the domi-
nance of Western countries in matters of world devel-
opment, while other states experienced discriminatory
pressure. Therefore, China began to look for ways to
advance its interests in the world arena, believing that
the international community needed to create equal
conditions for different countries.

Within the BRICS association, the PRC is primar-
ily interested in the financial system. The Celestial
Empire sees one of its tasks in increasing the share of
the yuan in interstate settlements and making it an
international currency, which will reduce the depen-
dence of member countries on the IMF. States come
together to limit US dominance. In this regard, the
BRICS Reserve Fund and the BRICS New Develop-
ment Bank were created back in 2014. The fund is $100
billion: China’s share is $41 billion; Russia’s, India’s,
and Brazil’s is $18 each; and South Africa’s is $5 bil-
lion. The BRICS New Development Bank is seen as a
counterweight to the IMF and the World Bank. It is
designed to finance large-scale projects within the
framework of the association and reduce the risks from
HERALD OF THE RUSSIA
shocks in the global economy. If it is possible for other
countries to join the bank, the share of the five found-
ing countries in the capital cannot be lower than 55%
(it is interesting that a similar minimum threshold is in
effect in the IMF for the United States and European
countries).

Russian–Chinese trade relations. In June 2019,
Russia and China took the first steps to de-dollarize
bilateral trade relations by concluding an agreement
on the development of mutual trade and financial
transactions using their national currencies, the ruble
and the yuan. This decision is of particular importance
in the context of growing economic ties between the
two countries.

In 2019, the trade turnover between Russia and
China, according to the General Customs Adminis-
tration of the PRC (the figures differ from the customs
statistics of the Russian Federation due to various esti-
mates), amounted to $109.7 billion (Fig. 7), an
increase of 2.7% compared to 2018, including China’s
exports to Russia, $49.5 billion (+3.1%) and China’s
imports from Russia, $60.3 billion (+2.3%).

In the structure of Chinese imports from our coun-
try, the bulk of supplies falls on fuel and energy prod-
ucts, mainly oil and coal. Cooperation within the
BRICS group allows the PRC to meet the growing
demand for energy resources, in the import of which
the country ranks first in the world: 778.7 million toe
in 2018, or about 13.5% of world imports of primary
energy resources; in particular, China’s share in 2019
was 20.8% in oil imports, 21% in coal imports, 10.1%
in gas (including LNG) imports, and 4.7% in oil prod-
ucts. In addition, the countries entered into an agree-
ment on cooperation in the oil sector in 2009. Russia
has become one of the largest oil suppliers to China. In
2019, the share of our country in oil imports, accord-
ing to the General Customs Administration of the
PRC, amounted to 15.4% (Saudi Arabia, 16.5%).
During this period, oil imports from the Russian Fed-
N ACADEMY OF SCIENCES  Vol. 91  No. 1  2021
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Fig. 9. China coal imports. Source: General Administra-
tion of Customs of China.
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Fig. 10. China import of petroleum products. Source:
General Administration of Customs of China.
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Fig. 11. PRC gas imports, including LNG. Source: Gen-
eral Administration of Customs of China.
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eration exceeded 77.7 million tons (Fig. 8), which is
8.6% higher than the level of 2018 (the data differ from
the indicators of customs statistics of the Russian Fed-
eration).

In 2019, Russian coal supplies to China reached
32.2 million tons (Fig. 9), which is 4.9 million tons
more than in 2018, including the import of 17.2 mil-
lion tons of steam coal (+2.4 million tons to the level
of 2018), 5.4 million tons of coking coal (+1.1 million
tons), 3.1 million tons of lignite (+1.9 million tons),
and 6.5 million tons of anthracite (–0.5 million tons).

The supplies of petroleum products (Russia’s share
in China’s imports in 2019 was 3.8%) and gas, includ-
ing LNG (about 2.6%), is insignificant (Figs. 10, 11).
At the same time, it is expected that with the growth of
Russian gas exports through the Power of Siberia trunk
system (in 2019, 0.328 bcm), the share of pipeline sup-
plies of blue fuel to China will increase (Fig. 12).

Among the factors contributing to the internation-
alization of the yuan is the strengthening of confi-
dence in it in the domestic and international markets,
which is possible after the stabilization of the financial
system and the revival of economic growth. We are
talking about restoring the medium and long-term
macroeconomic balance disturbed by the pandemic.
First of all, the People’s Bank of China and the Min-
istry of Finance of the PRC need to stabilize the
exchange rates of the dollar, euro, and yuan.

The internationalization of the yuan is impossible
without ousting the dollar out of Southeast Asia. In
the field of foreign trade, China will have to adjust cur-
rency regulation so that exporters abandon the prac-
tice of uncovered currency risk and focus more on the
level of profit rather than on gross revenues. One of the
solutions persistently promoted by the Chinese
authorities is the creation of a currency basket of key
HERALD OF THE RUSSIAN ACADEMY OF SCIENCES 
world currencies, which would serve as a benchmark
for monetary policy in Asia. Moreover, it is stipulated
that the weights in the basket should be determined by
real economic factors, in particular, regional trade,
which contributes to a decrease in the share of the dol-
lar and an increase in the share of the yuan. If the
Asian currency unit project is implemented, the cor-
relation between the exchange rates of the yuan and
the currencies of Southeast Asian countries will
increase sharply, and the volatility of the yuan will
decrease.

Another aspect of yuan internationalization is the
improvement of Chinese financial markets. A number
 Vol. 91  No. 1  2021
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Fig. 12. PRC gas import forecast by destination. Sources: PAO Gazprom, CNPC, the author’s estimates.
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of steps—the issuance of new types of government
obligations, the revision of the taxation system, and
the facilitation of the conditions for access by nonres-
idents to the domestic market—have already been
taken by the Ministry of Finance of the PRC. Further,
it is planned to introduce REPO transactions by anal-
ogy with the United States and Europe. To form an
effective yield curve for government bonds, it is neces-
sary to abandon ten-year securities as a benchmark
issue and switch to five-year bonds. Soon, the author-
ities of the Celestial Empire intend to introduce the
STRIPS program (Separate Trading of Registered
Interest and Principal of Securities) and trading cou-
pons separately from bonds.

In addition to internal problems, the development

of the offshore yuan market is on the agenda. If stim-

ulated, it will not only internationalize the yuan but

also facilitate more efficient recycling of excess Chi-

nese savings abroad. The offshore market can serve as

a springboard for the expansion of Chinese financial

institutions in the foreign market. It is necessary to

attend to the market infrastructure. In January 2002,

the People’s Bank of China launched the China

UnionPay national payment system. It is planned to

improve the settlement system for commercial papers

and certificates of deposit. In the long term, the coun-

try will sooner or later have to switch to a single cen-

tralized settlement system for all types of securities.

On October 1, 2016, the yuan was officially

included in the Special Drawing Right (SDR) calcula-

tion [9]. In the new basket, it pushed out the Japanese

yen and the British pound, but the most noticeable (by

6.5 pp) decline was in the share of the euro. At the

same time, the share of the US dollar remained prac-

tically unchanged.

The mere fact that the yuan is included in the IMF

basket does not make this monetary unit a world

reserve currency. It reflects the progress China has

made in reforming its financial and monetary systems.

However, the lack of an official position of the PRC
HERALD OF THE RUSSIA
authorities on plans to liberalize currency legislation

and the role of the yuan in the global economy sug-

gests that the transformation of the national currency

into a full-f ledged international currency is not among

the priority tasks of the country’s state policy in the

medium term. According to experts from the Bank for

International Settlements and the Reserve Bank of

Australia, the Chinese authorities have not yet consid-

ered the yuan as an instrument of foreign economic

expansion, considering maintaining strict control over

the domestic financial market as a priority. At the

same time, China’s ever broader trade and economic

ties with the rest of the world and a surplus in current

account balance will contribute to a natural expansion

of its use in world trade and finance.

In March 2018, the Shanghai International Energy

Exchange Co. (INE) launched trading in yuan-

denominated oil futures. China spent almost a quarter

of a century preparing the project. It has been most

actively promoted in the past six years. The result was

not long in coming: a few months after the launch of

trading, Western analysts called the “Shanghai phe-

nomenon” the most significant event in the history of

financial markets. The new benchmark oil grade

Shanghai Oil, created within the framework of the

program, in the first year began to crowd out the posi-

tions of recognized oil brands—American WTI and

British Brent.

In many respects, the success of Shanghai Oil was

predetermined by the organization of exchange busi-

ness on the Shanghai International Energy Exchange,

which is considered a branch of the Shanghai Futures

Exchange (SHFE). INE was registered on November 6,

2013, in the China Experimental Free Trade Zone

(Shanghai), which is a kind of testing ground for eco-

nomic and social reforms. More than 400 Chinese and

foreign brokers are currently trading on INE. The lat-

ter are still keeping a close watch, conducting test

transactions and preparing to step up their activities in
N ACADEMY OF SCIENCES  Vol. 91  No. 1  2021
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Fig. 13. Import and production of oil, including gas condensate liquids, to the People’s Republic of China and the United States.
2020, estimate. Source: International Energy Agency, JODI, the author’s estimates.
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the near future. Of the 40 accredited international

intermediaries, the majority are from Hong Kong and

Singapore. Famous financial corporations—J.P. Mor-

gan Securities, GF Financial Markets Limited, and

Goldman Sachs International—have declared their

representation. Brokers of the world’s largest oil trad-

ers—Glencore Plc and Trafigura—are trading on the

Shanghai Energy Exchange. Note that Russian partic-

ipants have not yet registered at INE.

It is noteworthy that all Chinese traders, as well as

representatives of the Chinese oil producing compa-

nies (Unipec, China National Petroleum Corp.,

Zhenhua Oil), have moved to Shanghai from the New

York Mercantile Exchange (NYMEX) and the Inter-

national Petroleum Exchange in London (in 2001, it

changed its name to ICE Futures Europe). An import-

ant event for successful trading was the exemption of

INE traders from taxes for three years.

Much has been done to secure physical supplies.

A transport infrastructure has been created that allows

the delivery of oil under the terms of futures contracts,

and eight points have been equipped for oil storage.

These measures led to the fact that the Shanghai Inter-

national Energy Exchange in terms of oil trading vol-

umes outstripped the exchanges in Dubai, Tokyo, and

Singapore and became the third largest in the world

after New York and London.

Since 2018, China has surpassed the United States

as the world’s largest oil importer (Fig. 13). Given the

effect of the American shale revolution and the decline

in Chinese oil production in the medium term, China

will import significantly more oil than the United

States.

Other factors contribute to the internationalization

of the yuan [10–12]. Thus, US sanctions are pushing

China to develop a payment system alternative to
HERALD OF THE RUSSIAN ACADEMY OF SCIENCES 
SWIFT,6 using the dollar for calculations. The PRC

has developed the Cross-border Interbank Payment

System (CIPS), which Iran has joined. China is

expanding cooperation with other countries in the

field of financial technologies for settlements without

the US dollar. In addition, the number of international

institutions using the yuan as a reserve currency is

increasing. These include the Asian Infrastructure

Investment Bank, the BRICS Fund, and the Russia–

China Investment Bank.

Prospects for yuan internationalization. Experts

believe that China’s chances of strengthening the

global position of the yuan are quite high. The reserves

of the People’s Bank of China are nearly $5 trillion. If

the country continues to move towards liberalizing the

capital market, the desire of central banks to acquire

Chinese currency will increase. A stronger yuan will

enable the PRC to reduce the dollar-denominated

external debt of national banks and corporations and

thereby reduce the risk of a financial crisis. In addi-

6 The yuan, along with the British pound, Japanese yen, and
Canadian dollar, remains a second-tier currency in the cross-
border payment system. Initially, the implementation of the
RMB internationalization strategy led to an increase in the
RMB role in servicing cross-border payments. In the second
half of 2015–early 2016, its share in interbank settlements
increased to about 2% (a historical peak of 2.79% was reached in
August 2015). However, then it began to decline and has been
fluctuating in the range of 1–1.2% since 2018. The refusal to lib-
eralize the financial sector and the capital account in the bal-
ance of payments and the decline in the role of the yuan in ser-
vicing cross-border interbank transactions are due to its devalu-
ation. The share of the Chinese currency in servicing interbank
settlements grew during the period when the yuan was strength-
ening against the dollar. Market players counted on the continu-
ation of this trend, and it was profitable for them to transfer set-
tlement transactions into a rising currency. The periodic devalu-
ation of the yuan, carried out by the financial authorities of the
PRC, which began in January 2017, sharply reduced the attrac-
tiveness of transferring settlements into yuan for market agents.
 Vol. 91  No. 1  2021
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Fig. 14. Household, corporate, and government debt of the People’s Republic of China.

Source: Bank for International Settlements.
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tion, capital outflow from the country will decrease,
weakening control over its movement [14–17].

In the long term, experts say, one should hardly

expect a steady rise in the value of the yuan, since the

Chinese economy will face serious problems: a high

level of corporate debt and its rapid growth rates,

excess production capacity, an unbalanced real estate

market, and uncertainty in the development of the

global economy (Fig. 14). These factors will cause

fluctuations in the yuan exchange rate. Competition

between the United States and China is likely to lead

to a weakening of the dollar [18].

India in the global capital market. Unlike China,

India’s monetary policy is more open and is largely

focused on creating conditions that facilitate the

inflow of foreign capital into the domestic market. In

particular, ensuring an annual inflow of foreign direct

investment in the amount of at least $25 billion has

been declared as one of the priority economic tasks

facing the country.

India’s foreign exchange liberalization policy in the

2000s helped to increase the convertibility of the rupee

and create conditions for its gradual internationaliza-

tion. In particular, residents of the country received

the right to acquire foreign assets and raise loans

abroad, and nonresidents, to make direct and portfo-

lio investments in the Indian market. At the same

time, the liberalization of foreign exchange transac-

tions in India is still far from complete. Significant dif-

ferences remain in the foreign exchange regulation

regime for companies, banks, and individuals, as well

as for certain types of capital transactions.

Another barrier to the internationalization of the

rupee is the fairly high inflation rate in the country:

3.9% in 2018, 3.7% in 2019, and 6.4% in 2020, accord-

ing to OECD estimates. In addition, the involvement

of the rupee in international circulation is constrained

by India’s low share of global merchandise exports
HERALD OF THE RUSSIA
(about 1.6% in 2020, according to OECD data),7

reducing the demand by foreign partners for the

national currency.

The growth of the Indian economy, the expansion
of trade and economic ties, and the country’s increas-
ingly active participation in the international move-
ment of capital contribute to the acceleration of the
volume of foreign exchange transactions with Indian
rupees in the domestic and foreign markets. Thus,
daily turnovers in the domestic foreign exchange mar-
ket increased from an average of $3 billion in 2001 to
$114 billion in 2019. Foreign exchange forward con-
tracts for the rupee rose from $0.4 billion to $62.7 bil-
lion over the same period. The rapid expansion of the
rupee’s trade within the country and abroad has led to
a more than threefold increase in its share in the turn-
over of the global foreign exchange market: from 0.2%
in 2001 to 1.7% in 2019. Currency liberalization in
India is closely linked to the successful implementa-
tion of reforms in the banking sector, public finance,
the securities market, and the growth of domestic
financial stability.

In 2014, the Reserve Bank of India and the Bank of
Japan signed a Swap Agreement that allowed both
countries to exchange their national currencies in the
amount of up to $50 billion. However, this contract
also involves the use of the dollar. If India concludes
more such agreements with other countries involving
the rupee on one side of the transaction and the part-
ner’s currency on the other, internationalization of the
rupee will become more intense.

The swap agreement in local currencies stimulates
trade and investment cooperation between India and
is a testament to the increased level of financial coop-

7 India’s share in world merchandise exports rose from 0.7% in
2000 to 1.6% in 2020, but it continues to play a secondary role in
world trade. India’s industrial exports are small. The country
specializes in the export of services and makes extensive use of
the overseas migration of Indian labor.
N ACADEMY OF SCIENCES  Vol. 91  No. 1  2021



INTERNATIONALIZATION OF THE CURRENCIES 49
eration between the Reserve Bank of India and other
central banks.

The internationalization of the rupee is taking
place within the framework of the South Asian Asso-
ciation for Regional Cooperation (SAARC); in partic-
ular, in 2016 swap lines were concluded between the
Reserve Bank of India and other central banks of the
association in the amount of $2 billion. However, until
now, in accordance with the gradualist policy in the
field of economics, India does not allow wide, unlim-
ited use of the national currency abroad, except for in
Bhutan and Nepal.

Thus, these factors do not allow us to speak of the
Indian rupee as a likely candidate for the role of
a world reserve currency in the medium term.

Currency policy of Brazil. The internationalization
of the Brazilian real is taking place within the frame-
work of the large regional integration association
MERCOSUR, the member countries of which
account for more than 75% of the total GDP of Latin
America. The development of trade and economic ties
between the states of the region contributes to the
involvement of national currencies in the service of
mutual trade, which is actively supported at the offi-
cial level. Thus, in July 2008, at the MERCOSUR
summit, Brazil and Argentina agreed to expand the
use of the real and the peso in bilateral settlements
and to link their exchange rates within a single corri-
dor in relation to other currencies. In the opinion of
the leaderships of these countries, this initiative will
provide conditions for de-dollarization of mutual
trade, increase the stability of the national curren-
cies, and create preconditions for the introduction of
a single currency in the future on the territory of
MERCOSUR.

The ruble in the world currency market. Russia is
unlikely to be able to oppose its currency to the dollar
or the euro in the near future. The ruble has to adapt
to the already existing new international bipolar mon-
etary system. At the same time, 2020 began with
strengthening Russia’s ties with Asian countries; so
the need to reorient its currency relations towards the
Japanese yen and the Chinese yuan is obvious.

The leadership of our country has repeatedly stated
the need to make the ruble convertible. Russian Pres-
ident V. Putin believes that, when entering the world
market, it is useful for Russian enterprises to conclude
profitable contracts not only in dollars and euros but
also in rubles. Otherwise, it will take more than a
dozen years of progressive development of our econ-
omy for the ruble to become fully reversible. It is obvi-
ous that this process cannot be carried out solely by
administrative measures.

* * *

Multilateral dialogue within the BRICS countries
began during the global financial crisis, and the coor-
HERALD OF THE RUSSIAN ACADEMY OF SCIENCES 
dination of the efforts of the five countries resulted,
first of all, in joint initiatives to reform the global
financial regulation system. According to the leader-
ship of the association, the existing international mon-
etary and financial architecture is outdated. The de
facto dominance of the United States and the Euro-
pean Union in decision-making in the International
Monetary Fund and the World Bank came into con-
flict with the increased role of the BRICS group in the
world economy and finance. The 2007–2009 finan-
cial crisis in the United States has once again shown
the problematic nature of the situation when the
national monetary unit of a certain country, albeit the
most powerful financially, acts simultaneously as
a world reserve currency.

As a result of the anticrisis summits of the G20 in
Pittsburgh and Seoul, the BRICS countries managed
to achieve a redistribution of quotas in their favor in
the authorized capital of the IMF. Their total share
increased by 3.35 percentage points, from 11.49 to
14.84%. In addition, in April 2010, a redistribution of
voting shares in decision-making at the World Bank
was approved, resulting in the most tangible gains to
China and India.

However, the proposals put forward by some
BRICS countries to use their currencies as reserve
currencies, to include such currencies (except for the
Chinese yuan) in the SDR basket, or to construct a
new supranational currency do not yet seem suffi-
ciently substantiated. Among the states of the associa-
tion, only Brazil, Russia, and South Africa have regu-
latory regimes close to the full convertibility of the
national currency. The currencies of the three coun-
tries are used as a means of international settlements in
relations with neighboring states. However, the same
can be said about the currencies of India and China,
where the transition to full convertibility is considered
by the authorities only as a promising goal, which
should be achieved through a number of intermediate
stages.

The BRICS countries have already taken a number
of decisions on the use of national currencies in inter-
state settlements. At the 2012 summit in Delhi (India),
the General Agreement on the General Procedure for
Opening Credit Lines in the National Currencies of
the BRICS and the Multilateral Agreement on the
Confirmation of Letters of Credit were signed.

It can be assumed that the strengthening of the
positions of the BRICS group in global finance in the
medium term will proceed consistently, in an evolu-
tionary way, and with a slight increase in the contribu-
tion of these countries to global production and trade.
As the 2020 crisis has shown, a prerequisite for sus-
tainable development is the consistent strengthening
of the positions of emerging markets in global finance,
which ensures a stable inflow of foreign investment,
independent of the situation in the global environ-
ment; reduces capital f light; and, ultimately, allows
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creating a reliable resource base for long-term innova-
tive growth of the BRICS countries. This will require
the adoption of a wide range of measures aimed,
among other things, at the formation of large interna-
tional financial centers in the BRICS countries, the
acceleration of the processes of internationalization of
national currencies, and the creation of effective
mechanisms for state regulation of cross-border finan-
cial f lows. In particular, states could stimulate the
import and export of investments in the most import-
ant areas for the BRICS countries, providing mainly
through development institutions, loans, guarantees,
and other types of financial support for priority inter-
national projects and transactions. It is advisable to
fund such operations mainly at the expense of funds
attracted by development institutions in the domestic
and foreign capital markets by issuing debt securities.
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