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Project. The rise of Renminbi and a multi-polar international monetary system  

Background. Over the past two decades, integrating China into the world trade system and 
international supply chain has significantly reshaped the global economy. However, despite 
close trade linkages, China’s financial integration with the rest of the world remains limited, 
particularly in cross-border banking and portfolio flows, reflecting strict capital account 
controls. Nonetheless, even with such a small exposure, the global financial market is 
already feeling the shock of China’s involvement as evidenced by the 2015 stock market 
crash. As the Chinese government pursues more financial liberalization policies and 
gradually opens its capital account, financial integration with other countries is set to bring 
about far-reaching impacts to the global economy. As part of China’s financial globalization, 
a key theme is how the rise of Renminbi (RMB) will reshape the international financial 
architecture. Currently, many of policy challenges that countries face are deeply embedded 
in the dollar-based system. Policy considerations may change considerably as the world 
moves towards a multi-polar monetary system, with the RMB assuming a more prominent 
role as an international currency.   

Project outline. This research project aims to produce a book on The Rise of RMB and a 
Multi-Polar Monetary System. It will provide a comprehensive stocktaking of RMB’s 
international use as a medium of exchange, a unit of account, a store of value, predicting its 
future path, and discussing the implication of its use for the global monetary system. The 
book will first discuss economic and policy issues linked to the dollar-based system 
established after World War II and propose how a multi-polar regime could address some of 
the issues. It will then delve into history and draw lessons from previous monetary regimes. 
Historically, multi-polar monetary systems were associated with stability in the pre-war 
period and volatility in the interwar period. While this partly reflected prevailing government 
policies, a tri-polar system by design may be preferable to a bi-polar regime in reducing 
extreme volatility and better maintaining global financial stability. Therefore, the world could 
benefit from a new financial architecture, with the U.S. dollar, Euro, and the RMB sharing 
the functions of international currency. The book will then examine the global use of RMB 
along various dimensions, including in trade, FDI, cross-border banking and portfolio flows, 
highlighting the diverse regional patterns in adopting the RMB, with neighboring Asian 
countries likely well ahead of other regions. It will then elaborate reforms needed by the 
Chinese government to facilitate the global reach of the RMB and how digitalization may 
affect the pace of RMB internationalization. The book will conclude by sketching the future 
path of the RMB as an international currency under various scenarios, as well as the 
implications for the global financial system.  

 


