DE-DOLLARIZATION AND THE SHIFT TOWARDS A
NEW GLOBAL HNANCIAL ORDER

ABSTRACT

The U.S. dollar has long dominated global
finance as the principal reserve and trade
currency. However, recent geopolitical
tensions, economic diversification, and digital
technological innovations have spurred a
deliberate process known as de-dollarization:
the reduction in use of the dollar in
international trade, finance, and reserves. This
paper explores the motivations, mechanisms,
geopolitical and economic drivers, as well as
emerging alternative currencies and payment
systems challenging the dollar’s hegemonic
role. The study highlights the gradual and
multifaceted nature of de-dollarization, the rise
of multipolar currency arrangements, and
implications for the future global financial

architecture.

INTRODUCTION

Since the Bretton Woods Conference of 1944,
the U.S. dollar has served as the main pillar of
the international monetary system. Its
privileged status as a global reserve currency
enabled the U.S. to run large deficits and exert
considerable influence. Yet, the contemporary
global economic landscape is undergoing

significant change.
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The rise of emerging economies, the
weaponization of  dollar-denominated
financial infrastructures through sanctions,
and the advent of digital currencies are
reshaping monetary hegemonies. This paper
investigates how these forces are fueling a
stepwise de-dollarization, the challenges to
Western financial dominance, and the

prospects for a multipolar monetary order.

LITERATURE REVIEW

The dominance of the U.S. dollar arises from
structural factors including the size of the
U.S. economy, deep liquidity in U.S. Treasury
markets, and institutional trust grounded in
legal frameworks. Prior research has
documented the stability and network effects
that perpetuate the dollar’s strength (Levy-
Yeyati, 2007).However, de-dollarization has
become an increasingly discussed policy
BRICS

exporters,

objective,  particularly  among

countries and  commodity

motivated by geopolitical risks (Li, 2023)
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and economic vulnerabilities (Catdo &
Terrones, 2016). Digital innovations such as
Central Bank Digital Currencies (CBDCs)
aralso seen as potential disruptors to traditional
dollar hegemony (JPMorgan, 2025). This
literature provides a foundation to understand

the shifts documented in this study.

METHODOLOGY

This study synthesizes qualitative and
quantitative data from primary sources
BRICS

international  financial

including  official communiques,
institution  reports,
market data on reserve currencies, and
academic analyses. It employs a thematic
analysis of policy documents, case studies
including BRICS paymentsystem initiatives,
and assessments of digital currency pilot
projects to contextualize the movement towards

de-dollarization.

ANALYSIS AND DISCUSSION

1. Anatomy of De-Dollarization

De-dollarization is defined as a suite of efforts
by governments, central banks, ancorporations
to decrease dependence on the dollar in three
major domains: trade invoicing and settlement,
cross-border finance, and foreign exchange
reserves (Zoya, 2025). The primary motivation
1s geopolitical risk, notably the weaponization
of dollar networks, 1i.e., restrictions on
sanctioned countries’ financial access and
payments via SWIFT. For countries like Russia,
Iran, and increasingly China, dollar reliance
presents economic and national security

vulnerabilities.

2. Challenges to Western Financial
Dominance

The dollar’s global stature is upheld by
institutions born of Bretton Woods,
notably the IMF and World Bank.
Emerging nations have initiated parallel
institutions such as the BRICS New
Development Bank and Contingent
Reserve  Arrangement to provide
financial support on non-dollar terms,
circumventing traditional =~ Western-
reliant frameworks. Moreover, new

payment systems—China’s Cross-Border

Interbank Payment System (CIPS),
Russia’s System for Transfer of Financial
Messages (SPFS), and  bilateral

settlement agreements—challenge the
dominance of SWIFT, enabling local
currency trade and sanction-proof
channels. These systems, though smaller
in scale and interoperability apresent,
represent a break in the dollar’s
monopoly over global payments

infrastructure.

3. Rise of Alternative Currencies

The Chinese Renminbi (RMB) has
emerged as the principal competitor,
buoyed by China’s expansive trade
networks and financial reforms. Initiatives
like currency swap agreements and the Belt
and Road Initiative have promoted RMB
internationalization. = However, capital

controls and legal-institutional
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challenges hinder the RMB from fully
supplanting the dollar as a global reserve
The USD
advantages in liquidity, legal credibility, and

effects

currency. retains  significant

network that have resisted abrupt

displacements.

4. Technological Innovations and CBDCs

Central Bank Digital Currencies represent a
transformative frontier with large economies
like China, India, and Russia piloting projects
aimed at easing cross-border transactions.
CBDCs can bypass traditional correspondent
banking and legacy payment systems, reduce
transaction costs, and enable near real-time
currencies.

settlement n multiple

Interoperability frameworks such as the
mBridge initiative underscore efforts towards an
integrated, = multipolar ~ digital  currency
ecosystem potentially diminishing the dollar’s

infrastructural dominance.

5. Case Studies:
Payment Systems
BRICS countries together represent 45% of the
global population and 35% of world GDP
(2025). They have prioritized establishing an

BRICS and Regional

independent, interoperable payment system

processing local currencies, aiming to foster
greater financial self-reliance and reduce
exposure to dollar-dominated systems. The
coordinated expansion of the New Development
Bank and technical task forces focusing on
payment system interoperability illustrate
strategic, multi-layered efforts towards de-

dollarization.

Therefore De-dollarization 1is a
multifaceted and incremental structural
trend reflecting broader geopolitical
shifts.  While the U.S.

dominance is reinforced by its deep

dollar’s

markets, trust, and systemic inertia,

emerging economic and technological
forces are eroding its exclusivity. The
future global financial order is likely to
be more diversified, with parallel
financial

currency usage, regional

institutions, and digital payment
solutions creating a more competitive
and multipolar system. Further research
should focus on the evolution of CBDC
interoperability and the effectiveness of
institutions  in

alternative financial

sustaining this transition.
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LATEST OFFICIAL

DEVELOPMENTS

* In 2025, BRICS nations (recent members
such as Egypt, Iran, UAE, Ethiopia, and
Indonesia) now account for 45% of the global
population and 35% of world GDP and are
fast-tracking plans for an independent
payments system that can cut SWIFT out and

process in local currencies.

*Digital currencies — notably Central Bank
Digital Currencies (CBDCs) — are a prime
area of interest. China, India, and Russia are
all developing CBDC pilot projects, with
consideration being given to interoperable
national
the Bridge

frameworks that bring digital

currencies together, such as
initiative, which could significantly decrease

reliance on Western-dominated networks.

* The percentage of U.S. Treasuries in the
portfolio of foreign central banks is at the
lowest level in over ten years, indicating
increasing uncertainty in the reserve status of
the dollar and the demand for dollar-
denominated assets from global central banks.
BRICS statements in 2025 about payment
systems is as follows:

We welcome the 'Technical Report: BRICS
which

captures members' revealed preferences, and

Cross-border Payments System',

should play a central role in our work towards

fast, low-cost, more accessible, efficient,
transparent, and safe  cross-border
payments within BRICS countries and
other nations. This effort aims to enable
more trade and investment flows and
enhance financial independence for BRICS
and the Global South.". We charge our
bank

governors to pursue the discussion on the

finance ministers and central
BRICS Cross-Border Payments Initiative
and recognize the achievements of the
BRICS Payment Task Force in initiating
approaches  to  facilitate = enhanced
interoperability of BRICS payment

systems, including creative mechanisms of
financing in local currencies. In addition,
we urge ongoing discussion among
appropriate stakeholders to further develop
settlement, depositary, and (re)insurance
inclusive and

facilities, facilitating an

stable financial system.

CONCLUSION

The international drive towards de-
dollarization and the establishment of a
new financial architecture is a watershed in
international economic relations, with the
emergence of alternative currencies and
payment systems such as those led by
BRICS long-held

superiority of financial

threatening  the
Western

institutions.
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Though the process 1s incremental, local-
currency settlement, New Development Bank
expansion, and new decentralized payment
platforms are signs of a concerted attempt to
build financial  sovereignty, = economic
multipolarity, and increased inclusiveness in
the Global South. In conclusion, as BRICS

moves forward with both policy coordination

e

and technical integration, the global financial
landscape i1s being remade by new paradigms

that aim to supplement current structures but
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actively challenge the unipolar order of the
U.S. dollar. The result will be determined by

addressing internal issues as much as coping
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with  intricate  geopolitical  tensions—
ultimately deciding if these efforts become a
cornerstone of a multipolar system or end up

as an adjunct option in a hybrid world system.
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