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🎤
INTERVIEW ANGLE

"The dollar's dominance has long given the US enormous leverage. If the renminbi rises as an
alternative, is a multipolar currency world good for India, or does it simply swap one
dependence for another?"

Source: Original editorial ↗ Business Standard

Every fact web-verified against primary sources HOW

WHY THIS MATTERS NOW

China’s accelerating drive to internationalise the renminbi is reshaping global finance as confidence in the

US-led order weakens. For an aspirant, this is a GS2 and GS3 case on currency power, weaponised

finance and India’s strategic and economic choices.

THE CRUX IN 60 WORDS

The weaponisation of the dollar through sanctions has pushed states to seek alternatives, and China is

expanding renminbi trade settlement and dollar-independent payment rails. But capital controls and a

trust deficit cap the renminbi’s reach. For India, a multipolar currency order is an opportunity to promote

rupee settlement, provided it does not swap dollar dependence for reliance on a strategic rival.

China's Push for a Global Role for theChina's Push for a Global Role for the
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THE ISSUE, DECODED

CONCEPT WHAT IT MEANS WHY IT MATTERS

Currency

internationalisation

A currency used widely beyond its

home

Confers economic and strategic power

Weaponised finance Using financial systems as sanctions

tools

Drives the search for alternatives

Capital controls Limits on cross-border money flows Cap the renminbi’s reserve-currency

role

Rupee settlement Trade invoiced and settled in rupees India’s own diversification lever

THE ANALYSIS: DRIVERS AND LIMITS

DATA AND INSTITUTIONS VAULT

China’s Cross-Border Interbank Payment System (CIPS), an alternative to the dollar-centric

correspondent-banking and messaging systems. India’s tools: the RBI’s mechanism for rupee trade

settlement (Special Rupee Vostro Accounts) and currency-swap arrangements. The reserve order: the US

dollar remains the dominant global reserve currency by a wide margin. Concept: reserve currency;

exorbitant privilege; de-dollarisation; multipolarity.

THE DEBATE

Argument that the renminbi is rising: Weaponised finance and US debt concerns are pushing states

toward alternatives, and China is building the rails for a larger renminbi role.

The dollar’s lever became its vulnerability. Sanctions enforcement gives others a reason to de-

risk from the dollar.

1

China’s build-out. Swap lines, open bond markets and a cross-border payment system reduce

dollar reliance.

2

The renminbi’s ceiling. Capital controls, limited convertibility and a trust deficit limit how far it

can rise.

3

India’s calculus. Diversify, promote rupee settlement, but avoid dependence on a strategic

competitor’s currency.

4
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Argument that it is overstated: Capital controls, limited convertibility and a trust deficit mean the renminbi

is far from a true reserve currency that others will hold freely.

HOW TO THINK ABOUT IT

Frame the answer around the drivers (weaponised finance, US debt) versus limits (capital controls,

trust) of renminbi internationalisation, then pivot to India’s interest in diversification on its own terms.

Avoid both dollar-decline alarmism and dismissal of the trend.

THE DIAGRAM IN WORDS

Picture global trade as a single tollgate (the dollar) that one country can close at will. Others are building side

roads. China’s road is wide but gated; India’s interest is to help build several open roads, including one tolled in

rupees, rather than simply switch to another country’s gate.

PYQ LINKAGE

UPSC has asked about reserve currencies, de-dollarisation and India’s external sector. This editorial connects

those to the geopolitics of currency power.

THE ONE-LINE TAKEAWAY

The renminbi’s rise is real but bounded; India’s interest is a diversified currency order it helps shape, not a swap

of one dependence for another.

Source: China's Push for a Global Role for the Renminbi — Ujiyari.com | Free UPSC & State PCS Editorial

Analysis

K E Y  A R G U M E N T S  A T  A  G L A N C E

✓ SUPPORTING

China’s drive to internationalise the renminbi has accelerated as
confidence in the US-led financial order weakens under mounting
American debt, sanctions and weaponised finance, and India must
navigate this structural shift without swapping dollar dependence

for exposure to a strategic rival’s currency.
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⚠ COUNTER

Sceptics note that the renminbi remains far from a true reserve currency because of China’s
capital controls, limited convertibility and the trust deficit around an authoritarian, opaque
system.

→ WAY FORWARD

India should diversify cautiously, promote rupee trade settlement and regional
arrangements, deepen its own financial markets, and avoid exchanging dollar dependence
for dependence on a strategic competitor’s currency.

🧠
PRACTICE TODAY’S QUIZ

Take the 13 June 2026 Quiz →

✍️ MAINS ANSWER FRAMEWORK

QUESTION

"The internationalisation of the renminbi is as much a geopolitical project as an economic one."
Examine its drivers and implications for India. (250 words)

INTRODUCTION

Money is never only economic. China’s push to globalise the renminbi is a bid to reshape the plumbing

of world finance, and with it, the geometry of global power.

BODY

The weaponisation of the dollar through sanctions has pushed many states to seek
alternatives, giving China an opening to expand renminbi trade settlement and dollar-
independent payment rails.

China has opened its bond markets, expanded currency-swap lines and built its Cross-
Border Interbank Payment System to reduce reliance on dollar-based infrastructure.

A more multipolar currency order could reduce the systemic risk of a single dominant
currency, but only if alternatives are genuinely open and trusted.
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The dollar’s dominance has long given the United States a unique privilege and a powerful lever, the

ability to enforce sanctions through control of the financial system. That very power has become its
vulnerability: each use of the dollar as a weapon gives other states a reason to seek alternatives.

China has moved into the gap, expanding renminbi-denominated trade settlement, opening its bond
markets, extending currency-swap lines and building payment infrastructure that does not route

through dollar-based systems. Mounting concern about American debt sustainability adds to the drift.
Yet the renminbi is far from displacing the dollar. China’s capital controls, the limited convertibility of its

currency, and the trust deficit around an opaque, state-directed system all cap how far the renminbi can
go as a reserve currency that others hold freely.

For India, the shift is both opportunity and risk. A more multipolar currency order could reduce the
systemic danger of over-reliance on any single currency and give India room to promote rupee trade

settlement and regional arrangements.
But India must avoid the trap of escaping dollar dependence only to acquire exposure to the currency

of a strategic rival with which it has unresolved disputes. The prudent path is diversification on India’s
own terms: deepening its financial markets, building rupee-based and plurilateral arrangements, and

keeping its options genuinely open.

CONCLUSION

The renminbi’s rise reflects a real erosion of confidence in dollar primacy, but India’s interest lies in a
diversified order it helps shape, not in trading one dependence for another.
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