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Abstract

The global economic crisis intensifies against the backdrop of inefficient actions of international organizations
and individual states. As a result, there is a change in the balance of the world economy. The unipolar economic
system is being replaced by a bipolar system that divides the world into the West (USA) and the East (China). In
this regard, the problem of economic confrontation between the two powers and smoothing out the imbalance in the
world economy due to the collapse of the monopolar world order becomes a relevant problem. This study is devoted
to the analysis of the compliance of the Chinese economy with all the characteristics of a leader compared with the
US economy. For this purpose, the problem of the competitiveness of the Chinese financial system has been studied.
Based on the case study, the development of the Chinese financial market was analyzed in comparison with the US.
The main finding is that the role of the Yuan in the international exchange market is insignificant and accounts for
4.3% of the total turnover. In addition, the Yuan is not widely used globally as a reserve currency, although the Yuan
has been included in the SDR basket. The general conclusion is that without a freely convertible Yuan and free float,
China’s financial system will not be able to compete with the US. Accordingly, China will not be able to become a
full-fledged second pole in the global economic system.
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Tyiiin

Kazipri yakpITTa XanbIKapadblK YHABIMIAAp MEH OKeKeNereH MEMJICKETTepAiH THIMCI3  opeKeTTepi
HOTIDKCCIHC OJIEMIIK YKOHOMHUKANIBIK JaFIapbICTHIH KYIICO1 OPbIH ajyaa. OJIEMJIIK SKOHOMHKAa Tere-TCHIIKTIH
e3repyi Oaiikanansl, onem maptthl Typae bateic (AKI) men [eiFpicka (KpiTail) OemiHIeH OHUITONSAPIIBIK KYHEMCH
ayBICHIIT KATKAHBIH Kepyre Oomaapl. OChiFaH OAMIaHBICTHI €Ki €1 apachIHIAFhl YKOHOMUKAIBIK 0aKTalacThIK JKOHE
MOHOTIOJISPJIBIK QJIEMJIIK TOPTINTIH KYHpeyi caimapbliHAH QJIEMJIC OpHAIl OTHIPFaH 3KOHOMHKAJIAFbl TEHI€PIMCI3IIKTI
TOMEHJIETY Macelieci ©3eKTi Oosbin OThIp. byl MakananbiH Makcatbl Kpitai sxonomukaceiHbiy AKII-ka mapamap
KemIdacIIbl CHIaTTaMaiapblHa COUKECTITH aHbIKTay Ooimel. Ochl mMakcatta KpiTait Kapsl kyiieciHiH Oacexere
KaOUICTTIIIr, FOaHHBIH XaJbIKapalblK Kap)Kbl HApBIFBIHA MHTErpAIMsUIaHy Jdpexeci macenenepl 3eprreimi. Keiic-
craau amici Herizinge Kpitaii kapxbl HapbeiFbIHbIH AaMmybl AKII-1IeH CalbICTBIPBUIBII TAIIAH/IbL. 3€PTTey HOTHXKECI
I0AHHBIH XaJIbIKapalbIK €CENl albIpbICYaFbl Pejli MIaMajbl E€KCHIH KOHE JKaJIbl aifHaIBIMHBIH HEOopi 4,3%-bIH
KypaiiTeiHbIH KepcerTi. CoHbIMEH KaTap, 10aHb SDR (ApHaiibl Kapbl3 KYKbIFbI) KOPJKbIHBIHA €HT131ITeHIMEH, QJIEMTIK
PE3ePBTIK BaTFOTA PETiH/IC KCHIHEH KOJIaHBIIMAUTHIHBI aHBIKTAIIBL. 3epTTEy HETi31HAe epKiH albIpOacTanaThlH F0aHb
JKOHE BATIOTAHBIH €PKiH pekuMmi eHrizinmmece, Kerraiinsiy kapxksl xyieci AKIL-ien Gacekere Tyce anMaiiiel nereH
KOPBITBIH/IBI JKacayFa Oosaabl. TuiciHie, Ka3ipri yakpirra KpiTaipl oMK SKOHOMUKANIBIK KYHEIe TOIBIKKAHIbI
SKIHII TIOJFOC JICTI CaHayFa oJli epTe el KOPHIThIHABUIAyFa OOJabl.

Tyiiin co30ep: SKOHOMHKA, OUTIOJISIPIIBIK SKOHOMUKAIIBIK XKYiie, XaJIbIKapalblK Kap:Kbl HApbIFbl, KpiTall Kapkbl
JKyHecl, XalblKapallblK pe3epBTiK BayitoTa, Kpitait
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AHHOTALINA

B Hacrosiee Bpemst Habr01aeTesl yCHIeHHE TII00alIbHOTO 3KOHOMUYECKOT0 KpHu3nca Ha (hoHe Hed((PEKTUBHBIX
JICUCTBUIT MEXTlyHapOJHBIX OpPraHM3alnil U OTJEIBHBIX TocynapcTB. Habmonaercss n3menenne 6ajganca B MUPOBOM
9KOHOMHKE, OJTHOTIOJISIPHAsE 9KOHOMUYECKAsl CUCTEMa CMEHSIETCs] OMITOIISIPHOM CHCTEMOH, KOTOPasi YCIIOBHO pasessieT
mup Ha 3anaj (CILIA) m Bocrok (Kuraii). B 3TO#l CBsI3M, aKTyJbHBIM CTaHOBHUTCSI MpoOJIeMa 3KOHOMHYECKOTO
MIPOTUBOCTOSIHUS JIBYX JIep)KaB, M CIJI&XKHMBAHUS [ucOaiaHca B MHPOBOH JKOHOMHKE B CBSI3M C KpYLICHHEM
MOHOIIOJIIPHOI'O MUPOYCTpoicTBa. JlaHHOE HayYHOE HCCIIEJOBAHUE IOCBSILEHO aHAIU3y COOTBETCTBUS KUTAMCKON
SKOHOMHUKH BCEM XapaKTepUCTUKaM Juaepa B mpoTuBoBec 3koHOMUKe CIIA. C 3ToH 11e1b10 UCCIIeA0BaHbI TPOOIEMBI
KOHKYPEHTOCIIOCOOHOCTH KHTAHCKOW (DMHAHCOBOM CHCTEMBI, CTEIIEHb MHTEIPUPOBAHHOCTH 0aHs B MEXTyHapOIHBIN
(uHAHCOBEIM PHIHOK. Ha ocHOBe Kefic-cTaau OBLIO MPOAHAM3UPOBAHO Pa3BUTHE KUTAHCKOTO (PMHAHCOBOTO PHIHKA
B cpaBHeHnu ¢ CHIA. [IpoBeneHHbIN aHATIN3 MOKa3ajl, 9YTO POJIb I0aHA B MEKAYHAPOIHBIX pacuyeTax He3HAUUTENIbHA,
n cocrasisier okosio 4,3% ot obmero odopora. Kpome 3Toro, 10aHbp HE HCIOJB3YETCs MIMPOKO KaK MHPOBas
pe3epBHas BaNltOTa, XOTSA BXOIUT B Kop3uHy SDR (CrienmaipHBIX MpaB 3aMMCTBOBaHUS). Ha ocHOBe mccienoBanus
ObUTH CHETaHBl BBIBOABI, YTO 6e3 CBOOOIHO KOHBEPTUPYEMOCTHU I0aHS M BBEJCHUS PEKMMa CBOOOTHOTO IIABAHUS,
¢unancoBas cuctema Kurast He Moxer koHkypuposath ¢ CIIIA. CooTrBercTBeHHO, B HacTosiee Bpemsi Kuraii He
MOXET CUUTATHCS ITTOJHOIIEHHBIM BTOPBIM IOJTIOCOM B ITI00AIBHOI SKOHOMHYECKON CHCTEME.
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Introduction

The current global economic crisis has
revealed specific problems of local economies’
inefficiency, which have intensified the
destabilization of international economic relations.
Measures taken by individual states and financial
institutions to smooth out imbalance processes
in the global economy are ineffective and
inconsistent. In this regard, it is necessary to trace
how the balance of power in the world is changing
and which states can overcome the imbalance
processes in the global economy.

In the middle of the XX century, international
economic and political relations acquired a bipolar
character, mainly due to the confrontation between
the USSR and the USA. The collapse of the
bipolar system led to forming a unipolar world.
Nowadays, the United States of America continues
to dictate its rules of the game in the global
system, despite the current structural crisis of its
economy.

In current conditions, the economic, political
and technological shift from West to East is taking
place more and more rapidly, and the influence
of the countries of the Asian region on the global
sphere is increasing. This aspect alters the global
balance of power, leading to the formation of new
centres of rivalry and commonwealth. It becomes
apparent that managing the world economic
system is practically impossible from one centre of
power.

Is the bipolarity that existed in the middle of
the XX century possible in the modern world? It
is supposed that the economies of the United
States and China can act as poles. What are
the relationships will be between these countries?
Whether the USA as a representative of the
western economic system, remain a monopolar
leader of the world or China as a representative of
East Asian economies will, dominate in future?

This paper has considered future economic
development questions regarding the two global
economic systems: the USA as a West power and
China as an East power. In this article, we tried to
analyze the Chinese economy’s ability to become
a leader in Asia and play a role as a pole in the
global economic system. There are many attempts
in scientific literature to search for global bipolar
systems. However, many researchers need to pay
more attention to the fact that bipolarity cannot
be based only on a political basis in an era of
globalization. One of the necessary conditions
for the formation of poles is leadership in the
economy, including the financial sector. Therefore,
in this article, we decided to investigate whether
China meets all the characteristics of an economic
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leader. Thus, we raise the following questions:
(1) whether China will be able to become the second
pole in opposition to the American economy?
(2) is China’s financial system competitive
globally? Answering these questions requires
analyzing the Chinese economy’s development
and comparing its development with the USA as a
leader of the West. In addition, an analysis of the
integration of the Chinese financial system into the
world economy will help answer the question of
whether China is a full-fledged second pole in the
economic sphere.

Literature review

As Karl Marx stated, “the country that is
more developed industrially only shows, to the
less developed, the image of its own future”
(Marx, 1964). In this sense, the term “developing”
refers to a transition from underdevelopment to
economic development, defined as a historical
process of capital accumulation and productivity
growth that allows per capita income growth and
better well-being among a country’s people. The
heart of the economic development process is not
only the political will to mobilize an entire society
around a modernization strategy and overcome a
state of backwardness but also the achievement
of a balance between the state and the market.
In other words, it is the creation of a national
development strategy.

There are a lot of discussions about the
nature of China’s economic growth. Some scholars
suggest that Chinese experience is entirely different
from the Washington Consensus, a collection of
liberal policies and reforms (Lo & Zhang, 2011).
The mainstream view of Chinese development
emphasises openness to foreign capital and
market deregulation as crucial enabling factors.
However, some researchers are criticizing
other policies and institutions in China, such
as the country’s essentially public financial
system, state-owned enterprises in key sectors,
and comprehensive capital controls, among other
things, as detracting from the country’s path to a
free market economy (Meier, 1987).

Since 1980, China’s economic growth has
been broad and long, indicating a continuous
trend of rapid catch-up. At least since the 1990s,
when four elements became interwoven, this
process has been visible:

1) Investments increased dramatically
in absolute terms and as a percentage of total
demand.

2) China became an oil importer in 1993,
significantly altering the international market for
this commodity.
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3) The urbanization accelerated, followed
by the launch of comprehensive, visionary
programs to improve transportation and
communication links across China’s vast territory,
with the strategic goal of unifying and integra-ting
the vast, continent-sized national market.

4) A gradual and incremental policy of
economic opening-up was implemented.

Lewis (1954) work, which supports the
concept of economic development of China with
a limitless labour supply, should be noted. Along
with cheap labour, Warriner (1964) noted the
contribution of industrialization to the country’s
development and state regulation of capital
accumulation  processes. Hirschman (1984)
and Prebisch (1949) believe that the dynamic
development of China is associated with the state’s
active intervention in all market processes. Thus,
the state began to play a greater role in economic,
monetary and fiscal policy in foreign trade and
especially in launching new and higher forms of
financial planning (Jabbour, 2012).

China’s economy is getting closer to the US,
its main competitor. According to the International
Monetary Fund (IMF), China’s nominal GDP was
71 percent of that of the United States in 2020, up
from 67 percent in 2019. Furthermore, according
to the Organization for Economic Co-operation
and Development (OECD), in 2019, China’s
Research and Development spending accounted
for 84% of US spending, up from 47% in 2010.
Thus, China is catching up with the United States
in these areas (World Bank, 2021). Thus, the
rapidly shrinking economic gap between the US
and China will ensure full bipolarity in the global
economic system in the long run.

The COVID crisis has not reversed this
trend, and both countries are emerging from
the pandemic with their structural advantages
intact. The United States has the strongest financial
system, its currency remains dominant, it is
the leader in innovation, and it has one of the
most favourable demographic projections of any
powerful country. On the other hand, China has
enormous innovation potential, a high savings rate,
and the ability to mobilise and direct resources.

It should be stated that China’s economic
growth was achieved based on a financial market
closed to international institutions. Given the
insignificant role of the Yuan in the global
financial market, can China be considered a
superpower in a bipolar economic system? Given
the primary function of the financial market in
the country’s economy and the competition in
the financial market, will the developed countries
of Europe, the United States and Japan enable

116

China to continue to thrive in the financial
market? From our point of view, the closeness
of China’s financial market to international
participants in the short term and the minor role of
the Yuan in the global FX turnover may cast doubt
on the bipolarity in the world economic system.

The US dollar remains the dominant
currency. This confounds academics like
Chinn and Frankel, who attempt to explain its
dominance in foreign exchange reserves using
US factors like GDP (Chinn & Frankel, 2007).
The proportion of US GDP to global GDP has
been gradually declining for decades. In particular,
the US economy made up 29% of the worldwide
economy in 1975 at market values but just 24%
in 2017. Similarly, the US’s share of world trade
has been on the decline. The dollar and euro’s
FX reserve shares should be nearly equal if one
uses the size of the US economy, its foreign
trade, or its bond market to explain the dollar’s
share (Triennial Central Bank Survey of
Foreign Exchange and Over-the-counter (OTC)
Derivatives Markets in 2019, 2020). Instead,
the USD still accounts for 63% of all foreign
exchange reserves, far exceeding the EUR’s 20%
share. Using a similar methodology, Lu & Wang
(2019), Ferrari (2019), Ito & McCauley (2019),
and Tovar & Nor (2018) determine that the
dollar zone accounts for approximately 60% of
global GDP. Chinese financial infrastructure is
more regional than international. BIS Triennial
Survey classifies the Yuan as an emerging
market currency (Bank for International
Settlements, 2019). The primary causes are
the adopted monetary policy and the lack of
internationalization of the Yuan.

Despite the present state of a Yuan-
denominated system, the following strategic
developments may be seen:

- the expansion of China’s global net-
work of financial relationships;

- the ongoing development of its
domestic financial markets;

- and marketing initiatives that high-
light the significance of Chinese entities in the
financial sector.

A variety of financial markets, including
the FX (Foreign Exchange) market (including
CNY (Chinese Yuan) FX spot, FX forward,
and FX swaps transactions), the credit market
(based on Shanghai Interbank Offered Rate
(SHIBOR) quotations), the bond market, and
stock exchanges, make up the Chinese domestic
financial system. Such a system is typical for the
capitalist economy, where, despite the intentions
and expectations of the Communist Party of
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China (CPC), the prices of financial instruments
and assets are subject to turbulent and swift
changes brought on by economic data or politics.
Even though that more than 80% of equities
belonged to individual investors, a 30% decline in
equity prices in the summer of 2015 prompted
China Security Regulatory Commission (CSRC)
to freeze prices for six months (Shen & Goh, 2015).

The CSRC invested $32.21 billion into
newly created mutual funds, notwithstanding
the administrative actions taken against market
participants. Their straightforward strategy was
to buy stocks when the market fell to stabilize
the market (Taplin & Chatterjee, 2015). Such
administrative actions go against the idea of
financial markets. These approaches might be
effective in the short term, butthey are exceedingly
expensive for the economy as a whole in the long
run. China will have to continue to adhere to the
Washington Consensus patterns in the future if
it wants to have a sound and adequate financial
infrastructure.

A new and more secure way for China
to expand its influence is by creating a system
of international financial institutions. This tactic
is reminiscent of what the US did to establish the
Breton Woods system. China just founded the
Asian Infrastructure and Investment Bank (AIIB)
in January 2016 and the New Development
Bank in 2014. which, despite the absence of
the USA and Japan, has been highly positively
reviewed by analysts from the Centre for
Strategic and International Studies due to the size
of funds (about $3.7 quintillion per year) and
the participation of Germany and GreatBritain
(Moser, 2016). In the future, the Chinese finan-
cial system may serve as a check on the influence

of western organizations like the IMF (Interna-
tional Monetary Fund) and the World Bank.

It should be noted that the CNY was first
rejected by the IMF in 2010, mainly because it
did not meet the criterion of being “freely usable.”
(IMF, 2015). Despite having a significant impact
on global trade, China’s government has long
faced criticism for monopolizing the domestic
CNY forex market. The function of the CNY in
the international monetary system is significantly
inferior to its actual economic weight. Before
the 2021 assessment, the fund acknowledged
that CNY still lagged behind competitors on
important indicators.

In some ways, the CNY’s ascent since
2014 has reverted, but its proportion of foreign
exchange reserves has increased since it entered
the Special Drawing Rights (SDR) basket of the
IMF in 2015, and the number of central banks
holding it has grown (Y1, 2018).
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China benefits from the internationalization
of its currency. The inclusion makes the Yuan
more widely used in international currency
markets, thus lowering the cost of borrowing
by Chinese financial institutions. The Yuan’s
internationalization  stimulates the overseas
expansion of Chinese companies and financial
institutions. In addition, it will further improve
China’s economic and political position in the
world and reduce the “country’s dependence on
US dollars.” (Zhang & Tao, 2014).

With SDR incorporation, costs are also
incurred. As a bigger size of international
transactions may lessen the “efficiency and
independence” of the policies, China would lose
its tight control over monetary policies.
Additionally, the inclusion would “decrease the
independence of the country’s exchange rate
decisions.” Loss of trade competitiveness and
increased risks of financial instability are two
additional costs (Zhang & Tao, 2014).

Additionally, the inclusion hastens the
global deregulation of capital account operations,
interest rates, and exchange rates. Due to a higher
level of diversity and representability following
the inclusion, the CNY makes SDR reserves
more appealing to governments (IMF). The
inclusion decreases transaction costs for nations
doing business with China. Direct conversion
between local currencies and CNY would result
in significant cost savings for African countries.
Before, they had first to exchange the money
into US dollars. The USD served as the inter-
mediary currency in such transactions, raising
transaction costs. African nations are likely to
adopt the CNY as part of their foreign reserves due
to the CNY’s globalization (Wei, 2018).

However, there would be grounds for the
rest of the globe to be concerned about the
possible economic turbulence in China. China’s
prospects for economic growth are more volatile
than other emerging markets because of this.
Its currency might vary more than that of
industrialized countries. This finally causes
systemic concerns in international financial
markets. There may be cause for concern given
the Chinese government’s sway. The government
may exert pressure on foreign leaders through
its monetary policies to accomplish its economic
objectives.

Despite potential expenses, the benefits that
are more clearly seen could outweigh any potential
drawbacks. The authoritarian Chinese govern-
ment does not specifically intend to hurt the
economy, and its vows to liberalize its financial
system increase the likelihood of favorable
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outcomes. The IMF added the CNY to the SDR
basket in the hopes that a more varied basket
would benefit the world economy.

The Yuan must eventually obtain full
convertibility and take on a free-floating
currency status to reach a position comparable
to that of the Dollar. However, these two choices
are crucial ones for Chinese economic policy.
Are China’s leaders prepared for these changes?
Do they adhere to Xi Jinping’s goals? According
to Gideon Rachman, the great rejuvenation of
the Chinese country is a new and radical
direction for Xi Jinping’s strategy. Before Xi
Jinping, China adopted Deng Xiaoping’s method
of promoting group leadership as exports and
investment grew by double digits, and foreign
policy used the correct momentum strategy
rather than active diplomacy (Rachman, 2016).
Xi Jinping has different aspirations for the future
and another image of his leadership. It is built
on using his powerful personality and enhancing
his position as the nation’s leader. He favours
domestic consumption over exports in terms
of the economy. He views China as a player
in international affairs capable of challenging
the USA’s hegemony in the Asia-Pacific region
(Rachman, 2016). Does China’s currency policy
need to be altered in light of the new policy?

According to Ghazanchyan et al. (2015)
analysis, China, along with nations like
Bangladesh, Bhutan, Brunei, Fiji, Laos, Maldives,
Burma, Nepal, Singapore, and Vietnam, did not
implement a system of floating exchange rates
between 1980 and 2012. They did not have a
free-floating currency, but at the same time,
they showed economic growth driven by both
public and private capital. Low financial risk
and significant FDI influx were further factors
supporting development. The study demonstrates
that, on the one hand, the free-floating currency
regime promotes rapid economic expansion.
However, the current accounting liberalization
may be detrimental when there are currency crises.

Which currency regime serves these aims
if the current system is not the primary factor
in GDP growth and the new Chinese goals
encourage domestic consumption and stable
economic growth? In talks concerning appropriate
currency regimes for emerging countries, Kawai,
Morgan & Takagi (2012) work demonstrates that
the preventative role of currency policy plays an
increasingly crucial role. The stabilization effect
of a currency regime receives equal emphasis
to other parts of economic policy, such as the
expansion of global trade, a strategy to draw
foreign direct investment or a strategy to promote
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economic expansion. Washington and Beijing
both participate in these discussions.

China appears to be extremely near to
completing all of the operational and formal
conditions needed to create a free-floating
currency regime and fully liberalize its current
and capital accounts.

Academic society in China has closely
examined major exporting nations’ currency
policies to prepare the economy for complete
openness. Germany and Japan are two popular
countries for such evaluations. The China
Development Research Foundation published
a paper on the ideal currency system for China
in 2015 based on their macroeconomic and
monetary expertise. According to the recom-
mendation, a free-floating system should be
implemented with all adjustments seamlessly and
entirely under the control of the Beijing autho-
rities (Bin, 2014). This should eventually gradually
strengthen the Yuan relative to other currencies
(and not only against the USD). The Washington
Consensus guidelines would subsequently be
accepted due to these adjustments.

This article aims to use these early
theoretical developments as a springboard for
a comprehensive and multifaceted study of
China’s economic development process, focusing
on the development of the financial market and
its integration into the global financial market.

A comparative analysis of the development
of China provides a comprehensive framework
for analysing the future economic development
of China and substantiating its leading role in the
global economy.

Methodology

The study used general scientific and
special methods, with the help of which
processes, phenomena and their interrelation-
ships were considered. The study’s theoretical
basis is a review of the fundamental principles
of economic theory, scientific works of foreign
scientists on economic development, and
reports from international organizations such as
the Triennial Central Bank Iand nternational
Monetary Fund. Many researchers need to pay
more attention to the development of an open
financial system in China, considering only the
overall economic development of the country
based on socio-economic indicators such as GDP,
national income, exports and imports. We tried
to explore the competitiveness of the financial
system. Since the development of the financial
system and its openness is of paramount
importance for determining a symmetrical
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bipolar global economic system. Therefore, we
specified the degree of integration of the Yuan
into the global financial system, its use as a
reserve currency, and the degree of openness of
China’s financial market.

As an exchange rate is a key to creating a
financial system, we used a case-study method
for analyzing the integration of the Yuan in
the global economy. This method can show
the differences between China and the USA and
help to examine their impact on potential chanins
on the distribution of power in the international
system. Furthermore, a functional analysis was
also applied, which helped to establish the
relationship and dependence of financial market
data and assess the role of the Yuan as a reserve
currency. A graphic image method helps to depict
the economic dependence of indicators visually.

There are some limitations in our research.
Triennial Central Bank provides FX data every
three years. The last FX Survey for 2022 has yet
to be released. That is why we used FX turnover
data up to 2019. Moreover, the Chinese
government do not disclose information about the
financial market, such as the currency breakdown
of their reserves. Up-to-date information about

the Chinese financial market would help better
understand the current situation.

Discussion

China has risen to the position of the second
economic power in the world in 40 years. Howe-
ver, this statement does not apply to the Chinese
currency, which still lags behind the US dollar
(USD) in the international financial market.
Chinese Yuan does not significantly contribute
to the global turnover of foreign exchange (FX),
as indicated in Table 1.

The Yuan comprised only 4.3% of the total
Foreign Exchange (FX) turnover in 2019. There
was a significant increase compared to 2010, when
the turnover accounted for 0.9% only. However,
when compared with other currencies, this
indicator is still insignificant. Thus, in 2019, the
share of the US dollar (USD) in the global FX
turnover was 88.3%, the share of the euro (EUR)
was 32.3%, the percentage of the Japanese yen
(JPY) and the British pound sterling (GBR)
accounts for 16.8% and 12.8%, respectively. The
increased level of offshore transactions explains
the increase in the share of the Chinese Yuan since
2016.

Table 1 — Foreign exchange market turnover by currency and currency pairs, 2010 and 2013, 2016, 2019
net-net basis, daily averages in April, in percent)

Currency Years Selected . Years

2010 2013 2016 2019 currency pairs 2010 2013 2016 2019
UsSD 84,9% |87,0% |87,6% |88,3% |USD/EUR 27,7% 24,1% (23,1% |24,0%
EUR 39,1% |33,4% [31.4% |32,3% |USD/JPY 14,3% 18,3% [17,8% |13,2%
JPY 23,0% |23,0% [21,6% |16,8% |USD/GBR 9,1% 8,8% 9,3% 9,6%
GBR 12,9% | 11,8% 12,8% [12,8% |USD/AUD 6,3% 6,8% 5,2% 5,4%
AUD 7,6% 8,6% 6,9% 6,8% USD/CAD 4,6% 3,7% 4,3% 4,4%
CAD 5,3% 4,6% 5,1% 5,0% USD/CNY 0,8% 2,1% 3,8% 4,1%
CHF 6,3% 5,.2% 4,8% 5,0% USD/CHF 4,2% 3,4% 3,6% 3,5%
CNY 0,9% 2,2% 4,0% 4,3% USD/HKD 2,1% 1,3% 1,5% 3.3%
HKD 2,4% 1,4% 1,7% 3,5% USD/KRW 1,5% 1,1% 1,5% 1,9%
NZD 1,6% 2,0% 2,1% 2,1% USD/INR 0,9% 0,9% 1,1% 1,7%
SEK 2,2% 1,8% 2,2% 2,0% USD/SGD bd 1,2% 1,6% 1,7%
KRW 1,5% 1,2% 1,7% 2,0% USD/NZD bd 1,5% 1,5% 1,6%
SGD 1,4% 1,4% 1,8% 1,8% EUR/GBR 2,7% 1,9% 2,0% 2,0%
NOK 1,3% 1,4% 1,7% 1,8% EUR/IPY 2,8% 2,8% 1,6% 1,7%
MXN 1,3% 2,5% 1,9% 1,7% EUR/CHF 1,8% 1,3% 0,9% 1,1%
INR 0,9% 1,0% 1,1% 1,7% EUR/SEK 0,9% 0,5% 0,7% 0,5%
RUB 0,9% 1,6% 1,1% 1,1% EUR/CNY bd 0,0% 0,0% 0,1%
Source: Bank for International Settlements. (2019). Triennial Central Bank Survey of Foreign Exchange and Over-
the- counter (OTC) Derivatives Markets in 2019. https://www.bis.org/statistics/rpfx19.htm?m=2677.
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The data in the table show that the value of
the Yuan in international turnover is growing. So,
in 2004 the Chinese Yuan was ranked 29th in the
global FX turnover, in 2010 - 17th, in 2013 — 9th,
in 2016 and 2019, it was Sth. However, it should
be noted that the Yuan is mainly used in local
markets and does not have an international
character.

When comparing the export and import
statistics of these two nations, the stark disparity
between the usage of the US dollar and the
Chinese Yuan prompts questions regarding the
causes of such a significant disparity in currency
movements (Table 2). In 2019 the USD accounted
for about 88.3% of worldwide foreign exchange
turnover, whereas the Yuan has a pitiful 4.3%
coverage in the FX markets (World Bank,
2020). What are the reasons for these disparities?
Suppose China deliberately slows down the
internationalization processes of the financial
market and currency. Why does it accept the
inclusion of the Yuan in the list of reserve currencies
and the SDR basket?

Due to the Chinese currency’s partial
convertibility, the Yuan offshore market (CNH)
concept and the expectation that the Yuan onshore
market (CNY) will attain reserve-currency status
reeks more of marketing efforts than a stride
towards financial development.

Hong Kong introduced the offshore Yuan
market in 2004 (Hong Kong Monetary Authority,
2016). The following financial centres with the
highest offshore Yuan turnover are Singapore,
London, and New York. The onshore market
is open from 4.30 a.m. to 6.30 p.m., while the
offshore market is open 24/7. Longer trading
hours for the offshore Yuan give the impression
that it is independent and accessible (contrary to
the onshore market). Although there are differen-
ces, a substantial link in practice results from
a conversion mechanism (Funke et al., 2015).
When compared to the use of USD (Table 1,
Table 2) or the volume of exports, the data from
the Triennial Central Bank Survey of Foreign
Exchange (which included total sum of the
turnover of the onshore and offshore market)
reveals that trade on both markets is growing, but
relatively small.

Table 2 — Reserve currencies statistics (export, import and FX turnover) as of 2019

Share in Foreign
Countries Reserve currencies Exports in § bn. Imports in $ bn. Exchange market
turnover

USA UsSD 2 528,37 3104,71 88,3%
EU EUR 7768.,43 7 182,26 32,3%
Japan JPY 904,63 913,25 16,8%
UK GBR 892,63 919,15 12,8%
China CNY 2631,0 2 499,15 4,3%

Source: Bank for International Settlements. (2020). Triennial Central Bank Survey of Foreign Exchange and Over-
the-counter (OTC) Derivatives Markets in 2019. https://www.bis.org/statistics/rpfx19.htm?m=2677;

World Bank. (2020). Exports of goods and services. Imports of goods and services. (BoP, current US$). https://

data.worldbank.org/indicator/BX.GSR.GNFS.CD.

The IMF agreed to include CNY in the group
of global reserve currencies in 2015. This was
made possible by the Yuan’s use as an accounting
unit that was supported by China’s economic
might rather than by its participation in interna-
tional financial markets. The revised composition
of Special Drawing Rights (SDR) is an example
of this (Table 3). The Euro’s share suffered the
most, falling from 37.4% to 29,31%, while
the USD’s stake was nearly stable (41.9% and
43,38%, respectively) (IMF Factsheet, 2022).
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Table 3 — The structure of the SDR basket

Currency Before From From
01.10.2016 | 03.10.2016 | 01.08.2022
usSDh 41,9% 41,73% 43,38
EUR 37,4% 30,93% 29,31
CNY - 10,92% 12,28
JPY 9,4% 8,33% 7,59
GBR 11,3% 8,09% 7,44
Source: IMF. (2022). Currency Composition of
Official Foreign Exchange Reserves (COFER).
https://data.imf.org/?sk=E6ASF467-C14B-4AA8-
9F6D-5SA09EC4E62A4.
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The USD’s dominance demonstrates the
dollar’s dominant position as the world’s reserve
currency (as shown in Figure 1).

The USD is supposed to be the world’s safest
and most liquid currency. The US government
bonds are describing as a “safe haven assets”.
As part of the flight to quality strategy,
financial institutions purchase them as a risk-
hedging measure during any period of political
unpredictability worldwide. Safe haven status

100%

is based on a currency’s historical performance
through time and is determined by the varying
opinions of market participants (financial
institutions or private investors). Such a position
can never be reached through administrative
decisions; it can only be tested for market
liquidity and accessibility. That is why the USD
is the most liquid and safest global currency. The
financial markets will stay unipolar as long as
the Yuan is not fully and freely convertible.
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Source: IMF. (2022). Currency Composition of Official Foreign Exchange Reserves (COFER).
https://data.imf.org/?sk=E6ASF467-C14B-4AA8-9F6D-5A09EC4E62A4.

Figure 1 — Allocated Foreign Exchange Reserves by Currency (in percent)

It is known that the Chinese government
holds USD as reserves. According to the annual
report of the State Administration of Foreign
Exchange (2019) China the percentage of USD
inthenation’s foreign exchange reserves accounted
for 79% in 1995 and 58% in 2014. It should be
noted that Emerging Market Economies (EMEs)
in East Asia typically do not disclose the currency
breakdown of their reserves. That is why we
can consider foreign exchange reserves of China
based on data from 2014 year.

The accounts of a country are where the
assets of that country are held. From an opera-
tional perspective, dollars and assets denominated
in dollars are stored in the United States and
cleared by the Federal Reserve. Most of China’s
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foreign exchange reserves are held in the USD,
which might be frozen if conflict broke out. The
BIS statistics support the dollar’s dominance even
without this worst-case scenario, especially given
that the selected default of US Treasuries is very
improbable from a formal standpoint (Eichen-
green et al., 2014). What might change the
situation as it stands right now? From our point of
view, to match the Dollar’s status, the Yuan must
eventually achieve full convertibility and take on a
free-floating currency status.

It appears that the goal — a free-floating
regime — was established and accepted as a
long- term tactical goal. However, any plan must
face current market conditions. China’s foreign
exchange reserves fell below the three trillion
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dollars in January 2017. This meant that the
nation’s foreign reserves had decreased by 25%
in just two years. When they reached approxima-
tely USD 4 trillion in September 2014, funds
were at their highest point. The government’s
response to this sudden decline in foreign
reserves was the formal imposition of restric-
tions on dollar purchases and transfers overseas
(the limits also applied to FDIs (Foreign Direct
Investments), which had always been regarded
as one of the pillars of the Beijing Consensus
route of development). Only two months had
passed since the Yuan’s inclusion in the basket
of official reserves currencies when this
occurred. Financial markets follow patterns set
by the Washington consensus, as evidenced
by fluctuations in the foreign exchange market,
stock exchanges, and trends in currency reserves.

One of the most significant government
policies concerning the voters is the currency
policy, as was previously mentioned.

The difficulties facing China are caused by
the design and genesis of the global financial
system. After World War Two, the USA essen-tially
designed the financial system. To adhere to CPC
internal policy, China is compelled to operate inside
this system while creating its own system. This
dichotomy produces tensions on several levels.

The extent of administrative actions fol-
lowing the 2015 stock market sell-off demonstra-
tes that the party is dissatisfied with the financial
market instability, which has been directly
criticized by official party doctrine. However,
the behavior of the financial market includes
both market volatility and economic crises. If
they are not resolved, they can cause the ruling
party to shift into democratic nations. However,
this scenario cannot take place in China. Financial
instability, which would almost certainly occur
following the establishment of a free-floating
regime, is not something that Xi Jinping’s
ambitions allow for. However, the Yuan cannot
displace the Dollar as the most liquid and secure
currency in the world without such a test.

It is currently unable to reach the same level
of usage in the various financial tasks that the US
Dollar now performs. This position can only be
achieved by persuading financial market players
to be politically and economically autonomous by
implementing an economic strategy that is long-
term transparent, predictable, and successful.
Lastly, by adhering to the guidelines set forth
by the Washington Consensus. Eichengreen
et al. (2014) demonstrate that in the post-
Breton Woods era, the interaction and credibility
of conducted policy play a more critical role,
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as shown by the statistical data regarding the
US Dollar’s dominance in the global financial
system. If such a test is not conducted, economic
bipolarity in the financial sector will prove elusive.

Conclusions

Considering the analysis above, what could
one suggest about the future and challenges of
the global economic system? This paper argues
that China is the current global economic growth
locomotive. Moreover, nowadays, China’s stra-
tegic efforts aim to strengthen its international
political positions based on economic power and
financial expansion, intensified during the global
economic crisis.

However, being the second most powerful
economy in the world, China still has a financial
market that needs to be sufficiently integrated
into international relations. The Yuan has a
relatively limited role in the international finan-
cial market. Thus, in 2019, the share of the US

dollar (USD) in the global FX turnover was
88.3%, and the Yuan comprised only 4.3%.
Moreover, the Yuan offshore market (CNH) and
the the Yuan onshore market (CNY) trade is
growing but are relatively small. The Yuan is
currently unable to reach the same level of usage
that the US Dollar performs.

IMF included CNY in the group of global
reserve currencies from 15t October 2016, and
its share is about 12%. The USD’s stake is nearly
stable (43%). Thus, the USD has a dominant
position as the world’s reserve currency.
Furthermore, USD is the most liquid and safest
global currency. The majority of China’s foreign
exchange reserves are also held in the USD
(around 60%).

In addition, the Chinese government
overuses administrative methods to regulate the
financial market. For example, freezing prices
during the financial crisis in 2015 for about six
months for individual investors by China Security
Regulatory Commission does not match the market
concept. Therefore, to check the Dollar’s status,
Chinese financial market players must be politically
and economically autonomous and follow the
guidelines set forth by the Washington Consensus.

With a certain degree of confidence, it can
be stated that China’s financial system does
not entirely correspond to the conditions of
bipolarity in the world economy. It is supposed
that the The financial market will stay unipolar as
long as China shift to a fully freely convertible
currency, implement a free-floating exchange
rate, and use economic methods to regulate the
financial market.

Dxonomuxa: cmpamezus u npakmuxa. 1. 17, Ne 4, 2022 / Economics: the Strategy and Practice. Vol. 17. No 4, 2022



SKOHOMUKA, SdKOHOMUYECKA 51 TEOPUS 1 SKOHOMUYECKHI1 POCT

References

1. Bank for International Settlements.
(2019). Triennial Central Bank Survey of Foreign
Exchange and Over-the-counter (OTC) Derivatives
Markets in 2019.

2. Bin, Z. (2014). An international
comparison of exchange-rate policies in countries
that have undergone economic transition. In China's
Exchange Rate Regime (pp. 280-304). Routledge.

3. Chinn, M.D., & Frankel, J.A. (2007).
Will the Euro Eventually Surpass the Dollar as
Leading International Reserve Currency? G7 Current
Account Imbalances: Sustainability and Adjustment.
University of Chicago Press, Chicago, 283-338.

4. Eichengreen, B., Chitu, L. & Mehl, A.
(2014). Stability or upheaval? The currency composi-
tion of international reserves in the long run. European
Central Bank. Warking Paper Series, no.1715.

5. ECB (2019). “The international role
of the euro: June 2019. 18™ annual review. Available
at https://www.ecb.europa.eu/pub/pdf/ire/ecb.
ire201906~f0da2b823e.en.pdf.

6. Funke, M., Shu, C., Cheng, X., & Eraslan,
S. (2015). Assessing the CNH-CNY pricing differen-
tial: Role of fundamentals, contagion and policy.
Journal of International Money and Finance, 59, 245-
262.

7. Warriner, D. (1964). [Review of Econo-
mic Backwardness in Historical Perspective: A Book
of Essays, by A. Gershenkron]. The Slavonic and East
European Review, 43(100), 235-240. http://www.jstor.
org/stable/4205638

8. Ghazanchyan, M.M., Stotsky, M. J.G.,
& Zhang, Q. (2015). A new look at the determinants
of growth in Asian countries. International Monetary
Fund.

9. Hirschman, A.O. (1984). A dissenter’s
confession:” The strategy of economic development”
revisited. Pioneers in development, 1(1), 85-111.

10. Hong Kong Monetary Authority. (2016).
Hong Kong: The Global Offshore Renminbi Business
Hub. [updated October 11, 2016; cited July 12, 2022].

Available:  https://www.hkma.gov.hk/media/eng/doc/
key-functions/monetary-stability/rmb-business-in-

hong-kong/hkma-rmb-booklet.pdf.

11. IMF Factsheet.(2022). Special
Drawing Rights. [updated October 11, 2016;
cited July 12, 2022]. Available: https://www.imf.org/
en/About/Factsheets/Sheets/2016/08/01/14/51/Special-
Drawing-Right-SDR.

12. Ito, H., & McCauley, R.N. (2019). A
key currency view of global imbalances. Journal of
International Money and Finance, 94, 97-115.

13. JAbbour, E. (2012). China hoje: projeto
nacional, desenvolvimento e socialismo de mercado.
Sdo Paulo: Anita Garibaldi/EDUEPB.

14. Kawai, M., Morgan, PJ., & Takagi,
S. (Eds.). (2012). Monetary and Currency Policy
Management in Asia. Edward Elgar Publishing.

Ixonomuxa: cmpamezus u npakmuxa. T. 17, Ne 4, 2022 / Economics: the Strategy and Practice. Vol. 17. No 4, 2022

15. Lewis, W. (1954). Economic Develop-
ment with Unlimited Supplies of Labor. Manchester
School of Economic and Social Studies, 22, 139-191.

16. Lo, D., & Zhang, Y. (2011). Making
sense of China’s economic transformation. Review of
Radical Political Economics, 43(1), 33-55.

17. Lu, M., & Wang, Y. (2019). Determinants
of currency composition of reserves: A portfolio theory
approach with an application to RMB. International
Monetary Fund.

18. Marx, K. (1964). Capital: A Critique of
Political Economy. Moscow, Progress Publishers.

19. Meier, G. (1987). Pioneers in
Development. Oxford: Oxford University Pres.

20. Prebisch, R. (1949). The Economic
Development of Latin America and its Principal
Problems. New York: United Nations Department of
Economic Affairs.

21. Rachman, G. (2016). Xi has changed
China’s winning formula.“. Financial Times, 31.

22. Moser, H. (2016). Barriers to Bankable
Infrastructure. Incentivizing Private Investment to Fill
the Global Infrastructure Gap. Center for Strategic
and International Studies, [updated March 20, 2016;
cited July 10, 2022]. Available: https://www.csis.org/
analysis/barriers-bankable-infrastructure.

23. Shen, S., & Goh, B. (2015). China stock
market freezing up as sell-off gathers pace. Reuters,

July, 8.
24, State  Administration  of  Foreign
Exchange. (2019). Annual Report of the State

Administration of Foreign Exchange 2018. [updated
September 18, 2019; cited July 12, 2022]. Available:
https://www.safe.gov.cn/en/AnnualReport/index.html.

25. Taplin, N., & Chatterjee, S. (2015).
China stock exchanges step up crackdown on short-
selling. Retrieved June, 24, 2016.

26. Mora, M.C.E.T., & Nor, T.M. (2018).
Reserve currency blocs: a changing international
monetary system?. International Monetary Fund.

27. Wei, X. (2018). Fourteen African
Countries Mull Using Yuan as Reserve Currency. Yicai
Global. [updated April 08, 2018; cited July 12, 2022].
Available: https://www.yicaiglobal.com/news/fourteen-
african-countries-mull-using-yuan-as-reserve-currency.

28. World Bank. (2020). Exports of goods
and services. Imports of goods and services. (BoP,
current USS$).

29. Yi, G. (2018). Deeper Reform and
Comprehensive Opening-Up. Create new opportunities
for the financial industry,” speech given in Beijing
on December 17 to mark the 70th anniversary of the
People’s Bank of China and the 40th anniversary of
China's economic reform. The People’s Bank of China.
[updated December 17, 2018; cited July 10, 2022].
http://www.pbc.gov.cn/english/130724/3687644/index.
html.

30. Zhang, L., & Tao, K. (2014). The
Benefits and Costs of Renminbi Internationalization.
ADBI Working Paper 481. https://doi.org/10.2139/
ssrn.2441110 .

123



ECONOMICS, ECONOMIC THEORY AND ECONOMIC GROWTH

Information about the authors

*Gulmira Issayeva — Candidate of Economic Sciences, Associate Professor of Chair of Finance, M. Auezov
South Kazakhstan University, Shymkent, Kazakhstan, e-mail: gulmira_issaeva@mail.ru, ORCID ID: https://orcid.
org/0000-0001-9459-357X

Elmira Zhussipova - PhD, Senior Lecturer of Chair of Finance, M. Auezov South Kazakhstan University,
Shymkent, Kazakhstan, e-mail: elmira_zhusipova@mail.ru, ORCID ID: https://orcid.org/0000-0001-7363-8214

Sergei Filin - Doctor of Economic Sciences, Associate Professor, Professor of the Chair of Organizational and
Management Innovations, Faculty of Management, Plekhanov Russian University of Economics, Moscow, Russia,
e-mail: filin.sa@rea.ru, ORCID ID: https://orcid.org/0000-0002-6054-6510

Ainura Aitymbetova - Candidate of Economic Sciences, Associate Professor/Chair, Finance department, M. Auezov
South Kazakhstan University, Shymkent, Kazakhstan, e-mail: a-ainura.81@mail.ru, ORCID ID: https://orcid.
org/0000-0002-1907-8591

Zarema Bigeldiyeva - Candidate of Economic Sciences, Associate Professor of Chair of Finance, M. Auezov
South Kazakhstan University, Shymkent, Kazakhstan, e-mail: zaremavip@mail.ru, ORCID ID: https://orcid.org/0000-
0001-5152-0688

ABTOpJIAp TYpPAJIbI MAJIIMETTEP
*UcaeBa I. — »3.F.K., KaybIMIACTHIPBUTFaH Tpodeccop, KapKbl KadeapacklHBIH JOIEHTi, M. ©Oye30B aTBIHAAFHI

Onrycrik Kasakcran yuusepcurerti, IIsimkent, Kasakcran, e-mail: gulmira issaeva@mail.ru, ORCID ID: https://
orcid.org/0000-0001-9459-357X

Kycunosa J. — PhD, kapxbl kadenpacklHbIH ara OKBITYymIbICH, M. ©Oye30B arbiHmarsl OHTycTik Kazakcran
yauBepcureri, LIsmvkenT, Kazakcran, e-mail: elmira_zhusipova@mail.ru, ORCID ID: https://orcid.org/0000-0001-
7363-8214

®uiaun C. — dKOHOMUKA FHUIBIMJIAPBIHBIH JOKTOpHI, AomeHT, [. IlnexaHoB aTbiHAarbl Peceil 3KOHOMHUKAIBIK
YHUBEPCHUTETI YHBIMIACTBIPY >oHE Oackapy HWHHOBaIMsIapbl KadenpachiHbH npodeccopsl, Mackey, Peceid,
e-mail: filin.sa@rea.ru, ORCID ID: https://orcid.org/0000-0002-6054-6510

AjliTeiM0eTOBa A. — 3.F.K., KayBIMAACTBIpBUTFaH mpodeccop, «Kapxel» KadenpackHBIH MeHrepyIrici, M. Oye30B
ateiaaarel OHTycTik Kaszakcran yuusepcurerti, IlsivMkent, Kasakcran, e-mail: a-ainura.81@mail.ru, ORCID ID:
https://orcid.org/0000-0002-1907-8591

Bureasauena 3. —5.f.K., KapKbl KadeapackIHBIH JOIeHTI, M. Oye30B ateiHAarsl OHTYCTIK Ka3akcTaH yHHUBEpCHTETI,
[IemvxkenT, Kazakcran, e-mail: zaremavip@mail.ru, ORCID ID: https://orcid.org/0000-0001-5152-0688
CaeneHust 00 aBpTOpax

*UcaeBa I. — k.5.H., accomumpoBaHHBI mHpodeccop, noneHt kadenpsl ¢unancoB, FOKY uMm. M. Ayns3oBa,
[emvxkenT, Kazaxcran, e-mail: gulmira_issaeva@mail.ru, ORCID ID: https://orcid.org/0000-0001-9459-357X

Kycunora J. — PhD, crapuuii npenogasatens kadeapsl Gunancos, FOKY um. M. Aya3zora, llIsiMkenT, KazaxcraH,
e-mail: elmira_zhusipova@mail.ru, ORCID ID: https://orcid.org/0000-0001-7363-8214

®umun C. — x.0.H., JOUEHT, npodeccop Kadenpbl OpraHM3alMK U YIpaBIeHHs HMHHOBANMsAMH, Poccuiicknit
SKOHOMHUYeCKHH yHuUBepcuTeT uM. [.B. IlnexanoBa, Mocksa, Poccus, e-mail: filin.sa@rea.ru, ORCID ID: https://
orcid.org/0000-0002-6054-6510

AiliTpiMOeTOBa A. — K.3.H., acCOIMMPOBaHHBIA mpodeccop, 3aBeayromias kadeaponr “Dunancer”’, FTOKY um.
M. Ayn3osa, [lIeivkenT, Kazaxcran, e-mail: a-ainura.81(@mail.ru, ORCID ID: https://orcid.org/0000-0002-1907-8591

Bureasauena 3. — x.2.H., FOKY nMm.M.Ay330Ba, Kazaxcran, gonent kadenpsr punancos, [llsmkent, KazaxcraH,
e-mail: zaremavip@mail.ru, ORCID ID: https://orcid.org/0000-0001-5152-0688.

124 Dxonomuxa: cmpamezus u npakmuxa. 1. 17, Ne 4, 2022 / Economics: the Strategy and Practice. Vol. 17. No 4, 2022





