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A NEW SPIRIT OF FISCAL UNION IN EUROPE
AND CHINA’S AMBITIONS FOR A LARGER ROLE
FOR THE RENMINBI IN GLOBAL COMMERCE
MAY CALL INTO QUESTION THE US DOLLAR’S
STATUS AS THE WORLD’S RESERVE CURRENCY.
BY DANIEL TENENGAUZER, JOHN VELIS AND GEOFF YU
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THE ALMIGHTY DOLLAR
The dollar’s major role in global finance
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RENMINBI AS A RESERVE
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LITTLE USD ALLOCATION AND VALUATION RELATION
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CROSS-BORDER CLAIMS
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CHART 4

As the share of EUR and JPY lending

since the beginning of 2018.

However, in absolute terms holdings
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Beijing’s
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to use
technology
to bypass
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dollar-based
international
financial
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altogether.
of this is attributable to the pandemic

formidable alternative to the USD.

response, but the global demand is also

The battle for winning a reserve
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today. Second, the hurdles to buy or

money itself.
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Through digitization of the entire
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monetary base and a speedy payments

to transact today, justifying reserve

framework, Beijing’s ambition is to use

managers’ current 60% allocation.

technology to bypass the current USD-

A changing global order implies that

based international financial system

this unique position started being chal-

altogether.

lenged 20 years ago. As a result, we
expect heightened uncertainty with

A MULTI-POLAR FUTURE
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forward. Even assuming eurozone eco-
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nomic sanctions follow the US, the risk
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which the peace and prosperity of the
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world depend on whether China and

for alternatives.

the United States can find a method
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the purpose of providing any referenced products
or services or making any offers or solicitations in
any jurisdiction or in any circumstances in which
such products, services, offers or solicitations are
unlawful or not authorized, or where there would
be, by virtue of such distribution, new or additional
registration requirements.
Any references to dollars are to US dollars unless
specified otherwise.
This material may not be reproduced or disseminated in any form without the prior written permission
of BNY Mellon. Trademarks, logos and other intellectual property marks belong to their respective
owners.
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