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Region of the renminbi:  
Will China’s currency dominate Asia?
Written by the Economist Intelligence Unit 

•	 Using	renminbi	for	payments	and	invoicing	in	Asia	is	expected	to	increase	in	five	 
 years 

• Renminbi appreciation is no longer a one-way bet

• A wider trading band and two-way volatility may actually encourage wider  
 renminbi adoption

China’s economic importance to trade and investment 
in Asia is unquestionable, but does that also mean the 

renminbi will ultimately become the region’s main currency 
for commerce? The answer is not clear cut, and many market 
experts, policymakers and investors are still debating the 
currency’s true potential in Asia. 

The share of companies in Asia planning to use the 
renminbi for payments and invoicing is notable. The 
Economist Intelligence Unit in March 2015 surveyed 525 
business leaders in Australia, China, Hong Kong, India, 
Indonesia, Singapore and Taiwan on their plans in the 
region. Thirty percent of respondents say they are planning 
in the next five years to use the renminbi for 5%-20% of 
their payments and invoicing, representing the most use of 
any currency except the US dollar and euro.   

 “With so many of Asia’s inputs and outputs priced in 
renminbi and the gradual increase in renminbi clearing 
and settlement availability across Asia, the growth of the 
renminbi in trade was somewhat inevitable,” says Zennon 
Kapron, founder of Shanghai-based financial market 
research firm Kapron Asia. “Clearly there has also been a 
push from the Chinese government, which wants to see the 
renminbi’s global role increase in importance.” 

Adoption drivers 
Trends driving renminbi adoption among regional 
companies include a range of currency hedging strategies 

as well as fundraising activities. Some companies include 
renminbi in broader treasury management strategies to 
protect against inflation and other currency-related risks. 
Meanwhile, new renminbi trade settlement centres are 
opening up all over the world. As more global trade is settled 
in China’s currency, more companies will use the currency for 
their operations and seek higher returns on their renminbi 
holdings. 

However, the renminbi is no longer seen as a simple 
one-way bet on appreciation , given China’s slowing growth 
rates, a recently widened trading band, and the country’s 
attempt to pivot away from an infrastructure and export-led 
to a more consumption-driven economy. This may reduce 
the renminbi’s appeal, and hence use, as part of an asset 
diversification or hedging strategy—but could actually 
boost its appeal as a trading currency, says Geoff Weir, 
an analyst who co-authored a paper on the renminbi’s 
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internationalisation for Australia’s Centre for International 
Finance and Regulation.

“The move away from having a one-way bet on the 
currency is actually a positive and will encourage more 
trade invoicing. When you get increased two-way volatility 
and a wider (trading) band ... that increases the incentive 
certainly for Chinese companies to invoice in renminbi 
because the cost to them of hedging goes up,” says Mr Weir.

Meantime, uncertainty about China’s long-term reforms 
may be slowing renminbi adoption. Policymakers in Beijing 
are enacting ambitious financial reforms, including attempts 
to liberalise interest rates, systemically open the country’s 
capital account, strengthen its banking sector and introduce 
more investment flows into its capital markets. Corporate 
leaders are well aware that change on this scale will not 
happen overnight. Renminbi adoption hinges on China 
delivering on its reform plans, no matter how challenging 
economic conditions get. 

relatively lengthy process. Companies in Asia with payments 
or receivables with Chinese suppliers or customers then have 
to weigh whether it makes sense to use offshore renminbi 
or wait for reforms in China to take hold. “As capital 
reforms continue and more trade is settled in renminbi, the 
issuance of and demand for offshore renminbi debt should 
only increase, but it depends largely on how the economic 
situation in mainland China develops,” says Mr Kapron. 

The trend toward greater two-way flow of capital across 
borders in China is clear. Mainland equity markets are 
also opening. International investors can also now trade 
Shanghai-listed A shares through Hong Kong brokers via the 
official Shanghai-Hong Kong Stock Connect scheme. And 
more schemes are on the horizon, with a Shenzhen-Hong 
Kong connect in the pipeline. 

“What China’s typically done is use Hong Kong as an 
experiment and then extended that to other jurisdictions, 
so I think we’re going to see more of that,” says Mr Weir. 

Supplanting the US dollar?
Will the renminbi ultimately challenge the US dollar 

as the region’s preferred trade and reserve currency? Not 
anytime soon.  

Mr Kapron points out that use of the renminbi in global 
payments has doubled over the past couple of years to over 
2%—but that this still pales in comparison to the US dollar 
and euro. Indeed, in the Economist Intelligence Unit survey 
of companies in Asia, the top response to a question on 
sources of financing in the next five years was US dollar or 
euro-denominated bank loans, with 70% of respondents 
saying they will seek this particular type of funding.  

Companies in Asia still have quite a bit of confidence 
in China’s capital markets relative to other local markets. 
Thirty seven percent of respondents strongly agreed with 
the statement that China’s capital markets are generally 
resilient, compared with 32% with a similar statement about 
Singapore, 21% for India and 15% for Indonesia.  

Greater regional use of the renminbi requires not just 
access to the currency but confidence as well. If China’s 
current reform drive can make some progress on issues such 
as corporate governance and rule of law, then the use of the 
renminbi in Asia will likely gain ground steadily on the US 
dollar.  
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The offshore market 
The offshore renminbi market has been a key part of 
currency internationalisation efforts. Regional as well as 
global companies such as McDonald’s and Caterpillar have 
raised funds via offshore renminbi denominated bonds—
known colloquially as dim sum bonds—to finance capital 
expenditure or investments in mainland China. 

However, renminbi raised in offshore markets such as 
Hong Kong is still largely treated by regulators in China 
as a foreign currency and re-shoring the funds requires a 
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