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“China, the largest nation in the world, remains both 
an enigma and a potential factor in world stability”

2



Chatham House  |  International Economics

Outline

• Why the renminbi?

• A trading nation without an international currency

• Building a market for the renminbi

• ‘Managed convertibility’

• The age of Chinese money?
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A trading nation without an international currency

• Restricted circulation outside China

• Rising, but still limited use in international trade

• An ‘immature creditor’

• The dollar trap

“Great nations have great currencies”
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Building a market for the renminbi

• How to create an international currency

• Two-track strategy:

- RMB-trade settlement scheme

- offshore market

• Constraints on capital account convertibility

• Beyond the offshore market
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Betting on the renminbi
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Source: SWIFT, 2015
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Overview of the RMB offshore market
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Source: Federal Reserve Bank of San Francisco, 2015, 
Chatham House

Over 35 bilateral currency swap agreements, including with the ECB
12 Offshore RMB centres plus Hong Kong
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Major financial centres in the RMB offshore market
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Asian RMB offshore 
centres/hubs

European RMB offshore 
centres/hubs

Source: Chatham House

Global stock of  offshore RMB liquidity in different financial centres
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London: RMB trade and trade finance
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• The UK is one of China’s most important trading partners in Europe.

• Total trade between the UK and China reached USD 83 billion 2014, ranked 
the second after Germany and accounted for 14% of total goods trade 
between China and the EU.

• The value of RMB trade finance business in London reached a high of about 
RMB 43 billion in 2013. 

Source: Bourse Consult - City of London, 2015
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The way forward: ‘managed convertibility’

• China is not ready for financial opening up

• reforming the banking and financial system will take long time

• ‘Managed convertibility’ is, and will continue to be the default mode

• a system of quotas – R-QFI etc

• free trade zones

• direct channels to China’s stock exchanges
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The age of Chinese money

• A regional or an international currency?

• The renminbi and the dollar

• The renminbi and the international monetary system
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Forthcoming book:
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