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China’s government and central bank both espoused the dangers posed by the US‑led 
global monetary system. On March 23, 2009, the PBOC released a critical document titled 
“Reform the International Monetary System” by Zhou. It underscored the difficulty 
countries had honoring domestic monetary policy concerns while meeting the world’s 
demand for reserve currencies, a situation known as the Triffin dilemma. The conflict, first 
identified by economist Robert Triffin in the 1960s, exists in monetary policy decision 
making regarding balancing short‑term domestic and long‑term international goals: 
countries whose currencies are global reserve currencies often need to provide an extra 
currency supply to meet international demand but in doing so could face an additional 
trade deficit as a result.

The report made a monumental pronouncement. For the first time publicly, Zhou called 
for the inauguration of a supranational reserve currency related to the IMF’s special 
drawing rights basket – to be managed by the IMF itself. Zhou’s statement was a 
declaration of monetary policy warfare. He openly criticized the United States’ inability to 
restore international liquidity in a definitive way and questioned the right of the US dollar 
to retain its position as the dominant world reserve currency. In the meantime, the Fed, 
for its part, was opening all sorts of avenues to provide banks liquidity.

Zhou advised: “The crisis again calls for creative reform of the existing international 
monetary system towards an international reserve currency with a stable value, rule‑
based issuance and manageable supply, so as to achieve the objective of safeguarding 
global economic and financial stability.” He was aware of the problems arising from global 
collusion in the pursuit of monetary policy, a situation into which the Fed had thrown the 
world.

He stressed, “The SDR has the features and potential to act as a super‑sovereign reserve 
currency.” The SDR was not a currency, per se, but the SDR basket could serve as a reserve 
or backup to any currency, just as reserves at the Fed and other central banks served as a 
backup to the US dollar. Zhou added, “Compared with separate management of reserves 
by individual countries, the centralized management of part of the global reserve by a 
trustworthy international institution with a reasonable return to encourage participation 
will be more effective in deterring speculation and stabilizing financial markets.”

The idea of a collective currency had its downside. It aggregated the monetary powers of the 
major countries reflected by the SDR, but it also blended them in a more representational 
way, and it was a model that could extend to more currencies or even include gold. Moving 
toward a currency connected to the SDR basket would diffuse the US dollar’s and US 
monetary policy’s power, even as it lent power to the IMF, which was largely a US construct.

The next day, in retaliation for Zhou’s antidollar campaign, President Obama, Bernanke, 
and Geithner united to vehemently reject the idea of a supranational reserve currency. 
This was about preserving US power over China. At a press conference, Obama 
emphasized, “I don’t believe that there’s a need for a global currency,” adding, “The 
reason the dollar is strong right now is because investors consider the United States the 
strongest economy in the world with the most stable political system in the world.”
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A week later, the G20 kicked off its second meeting in London to discuss solutions to the 
international crisis. In its pivotal “Leader’s Statement,” the group overrode the US 
objection to Zhou’s suggestion. Leaders supported the IMF’s capacity to provide 
international liquidity and establish a stable international monetary system. The statement 
was the first crack in the wall of the Bretton Woods Anglo-American-European construct. 
Yet it preserved and promoted the power base of one of its central entities, the IMF.

“The agreements we have reached today,” the G20 statement read, “constitute an 
additional $1.1 trillion program of support to restore credit, growth and jobs in the world 
economy. Together with the measures we have each taken nationally, this constitutes a 
global plan for recovery on an unprecedented scale.”

About two months later two other cracks in the Bretton Woods wall came in quick 
succession from the BRIC nations. On June 10, 2009, Brazil announced it would lend $10 
billion to the IMF. President Lula said he hoped it would influence future reforms of the 
multilateral organism in consideration of Brazil’s prominent role. China and Russia 
announced loans to the IMF of $40 billion and $10 billion, respectively. Lula affirmed the 
importance of emergent countries in the wake of the US financial crisis: “The good news 
is that rich countries are in crisis and that emerging countries are making a huge 
contribution to save the economy and consequently, save the rich countries… Wealthy 
countries are no longer the only ones that account for the world’s production capacity 
and consumption.”

The second fracture resulted from the BRIC meeting in Yekaterinburg, Russia, on June 16, 
2009. This first meeting of these four major developing nations did not include South 
Africa (which later made the group the BRICS nations). The meeting highlighted 
multilateralism and offered strong criticism of the world’s financial situation, the crux of 
BRICS dogma.

A week earlier, the chairman of China Construction Bank (CCB) Guo Shuqing called on the 
US government to issue bonds in yuan instead of US dollars. He affirmed plans to allow 
Chinese and foreign companies to settle bills in yuan rather than in dollars. The first 
chairman of a major Chinese bank to support wider use of the yuan, he concluded that 
“the US government and the World Bank can consider the issuing of renminbi bonds.”

Further moves away from the United States followed. On July 23, 2009, the Bank of Japan 
announced the first Tripartite Governor’s Meeting of the PBOC, the BOJ, and the Bank of 
Korea (BOK) in Shenzen, China, to strengthen “mutual cooperation and communication 
and better safeguard economic and financial stability in the region.” A year later, these 
ASEAN-3 launched a multilateral currency swap agreement called the Chiang Mai 
Initiative to provide access to each other’s currencies in the event of a credit crisis. 

A month later, on August 13, the IMF announced the allocation of $250 billion in special 
drawing rights to be followed by another $33 billion. The SDR basket’s $283 billion total 
had increased in size tenfold as a consequence of the G20’s April meeting in London.
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China would not rest until the yuan was part of the SDR basket. When the IMF was first 
established after World War II, the idea was to have a global currency, but the United 
States dismissed that notion and fought instead for the dollar to assume the distinction of 
being the world’s main reserve currency. The shift to SDRs was a power play for the IMF. 
Pressing for the inclusion of the yuan was a power play for China.

[Nomi’s update, April 2022: On September 30, 2016, after a years-long concerted 
campaign, China finally got its wish. Christine Lagarde, managing director of the IMF, 
announced that the Chinese renminbi (RMB) would be included in the IMF’s SDR basket, 
starting October 1. The currencies that now make up the IMF’s SDR basket are the U.S. 
dollar, the euro, the pound sterling, the Japanese yen, and the Chinese yuan.]
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Glossary

ASEAN+ 3: Association of Southeast Asian Nations Plus Three. Consists of 10 ASEAN 
member states – Brunei Darussalam, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, 
Philippines, Singapore, Thailand, Vietnam – plus China, Japan, and the Republic of Korea.

Bretton Woods Agreement: The agreement among delegates from 44 countries that 
established the prevailing monetary and exchange rate system in 1944 in Bretton Woods, 
New Hampshire. Currencies were pegged to the price of gold, and the U.S. dollar was 
designated the major reserve currency linked to the price of gold.

BRICS: Acronym for five major emerging economies: Brazil, Russia, India, China, and 
South Africa.

G7: The Group of 7 consists of Canada, France, Germany, Italy, Japan, the United 
Kingdom, and the United States.

G20: The Group of 20 consists of Argentina, Australia, Brazil, Canada, China, France, 
Germany, India, Indonesia, Italy, Japan, Mexico, Russia, Saudi Arabia, South Africa, South 
Korea, Turkey, United Kingdom, United States, and the European Union.

International Monetary Fund (IMF): An international financial institution, 
headquartered in Washington, D.C. It consists of 190 countries. Its aim is to foster global 
monetary cooperation.

Liquidity: The ability of financial market participants to buy and sell financial securities 
quickly and with the least amount of cost involved.

Monetary policy: The authority afforded a central bank, currency board, or other 
regulatory body to set the size and rate of growth of the national money supply. It does 
this by calibrating the level of interest rates, inflation rates, and other targets.

Monetary system: A system of finance that combines central bank policy, private 
financial institutions, and government-based regulatory systems that influence the way 
money flows.

People’s Bank of China (PBOC): The central bank of the People’s Republic of China. It is 
responsible for China’s monetary policy and regulation of financial institutions in 
mainland China.

Renminbi: The renminbi is the official currency of the People’s Republic of China and 
one of the world’s reserve currencies.

Reserve currency: Currency maintained by a central bank or financial institution that is 
used for paying off debt obligations or influencing domestic exchange rates.
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SDR basket: The special drawing rights basket. An international reserve asset created by 
the IMF within the Bretton Woods fixed exchange rate system. It is composed of weighted 
currency units from the United States, United Kingdom, European Union, Japan, and 
China. (Note: After a years-long concerted campaign, part of which is detailed in the 
attached excerpt, China officially joined on October 1, 2016.)

World Bank: An international financial institution that provides loans and grants to the 
governments of low‑ and middle‑income countries for the purpose of pursuing capital 
projects.

Yuan: The name of the primary unit of the renminbi.


