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Abstract

The internationalization of the RMB started around 2009, and ranked fifth in
September 2022 in terms of global payments, and ranked fifth in the COFER in the
second quarter of 2022. There is still a long way to go before success, however, China's
determination is stunning. This paper analyzes various factors. First: In terms of
financial factors, China mainly increases the use of RMB through its trade and GDP.
And when more and more people use RMB, financial externalities will occur; second:
In terms of policy factors, China has developed many investment channels, such as
Bond Connect, Current Scheme, RQFII, etc. China also established the CIPS in 2015 to
increase the efficiency of RMB settlement. In addition, the Chinese government has
also signed bilateral currency swaps with other countries or regions, which increases the
stability of the economy and reduces dependence on foreign exchange; third: Economic
sanctions. In 2002 , Russia’s SPFS was connected to CIPS, which may reduce the
power of economic sanctions and increase the pace of RMB internationalization;
Fourth: China is currently negotiating with Arab on the issue of oil prices denominated
RMB.Although merchandises denominated in RMB are still not many, trading iron ore
with Rio Tinto Group shows a demonstrative role in RMB denomination ; Fifth, the
Monetary Authority, the Digital Currency Institution of the People's Bank of China, the
Central Bank of Thailand and the Central Bank of the United Arab Emirates jointly
released "Project mBridge Connecting economics through CBDC", which has attempted
to develop the pilot on cross-border wholesale payment and international trade
settlement. If DC/EP is successfully expanded to cross-border payment, it will help the
efficiency of payment and promote the internationalization of RMB; Sixth: China's
national debt is included in WGBI, and China's A-shares are included in the MSCI EM
Markets Index. Also, RMB was included in SDR by IMF in 2015, and its weight in the
basket was increased to 12.28% in August 2022. This article uses SWOT to analyze

advantages, disadvantage, opportunity and threat of RMB internationalization.
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The advantages of RMB internationalization come from the Chinese government’s
lasting encouragement of the use of RMB and its size of the economy. The
disadvantages come from Chinese government’s tight control over capital, insufficiently
financial infrastructure and lack of high-tech talents.In terms of opportunities, China
has Hong Kong as the development base for RMB internationalization, and China also
maintains good relations with China’s neighboring countries, which will help expand
the use of RMB. In terms of threats, whether Western countries or Japan can accept
RMB as an international currency is debatable. Finally, how Chinese government will
react in the face of the appreciation of Renminbi due to the internationalization of the
renminbi including intervening in the foreign exchange market or the capital market, or
even letting the market go or increasing the flexibility in the market, remains to be

tested by time.

Keywords: The internationalization of Renminbi, SWOT analysis, digital RMB, CIPS,
denominated in RMB, Russia-Uzbekistan war, Hong Kong
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