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At the recent BRICS summit hosted in
Kazan, Russia, the bloc not only
expanded its influence by welcoming
new full members Iran, Ethiopia and the

UAE, but it also extended invitations to

thirteen additional ‘partner countries’. : A
This activity reflects BRICS’s growing status in geopolitics. However, beneath the
veil of this expansion lies a contentious issue: Russia’s proposal for a de-

dollarised world, a future not uniformly accepted by all the trading bloc's partners.

Russia’s endorsement for lessening global dependency on the US dollar aims to create
new channels for international trade and finance. The thinking here is to de-risk from the
dollar's influence, something Moscow sees as a geopolitical weapon leveraged against
it, especially where the use of sanctions and economic pressures from the West are

concerned. All considered, the reception among BRICS members has been mixed.

Although some BRICS nations offered cautious interest in such a diversification from the
dollar to mitigate over-reliance on a single currency, more were wary of the profound
changes this alteration would involve. Concerns start with the dollar's deep-rooted
position as the world’s primary reserve currency, which underpins global financial
markets. To move away from it would fragment existing economic frameworks and
provoke retribution from powerful Western entities. Moreover, one must not forget that
the internal dynamics and economic wants and needs within BRICS vary considerably,
from China’s strategic positioning in geo-finance to Brazil’s focus on stabilising its own
economy. Such contrasting agendas contribute to the bloc’s difficulties in creating a
unilateral stance on de-dollarisation, while trying to align so many diverse economic and

political interests under a single radical proposal like Russia’s.
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The economic implications of de-dollarisation

The integral role of the US dollar in global transactions has provided it with substantial
leverage, acting not only as the world’s default reserve currency but also as a benchmark
anchor in international finance. Divorcing from the dollar, as proposed by Russia, bears
significant implications for BRICS members. Appealing to some as a move toward
autonomy, for others still deeply entrenched in the dollar-denominated trade systems,

such a shift presents very real risks, not the least of which being exchange rate volatility.

Russia and China’s efforts to bypass the dollar through bilateral currency exchange and
regional payment systems provide a snapshot view of the complexities involved. While
these actions offer potential for diversification, they also present a plethora of challenges,
primarily in the difficulty of sustaining sufficient liquidity and the resolute requirement of

a robust currency backing to create the required trust in an alternative system.

History has shown that attempts to move away from dollar dependence have often
resulted in short-term economic instability, particularly among emerging markets lacking
established alternative currencies or reserves. Argentina and Turkey, for example,
manoeuvred to reduce dollar reliance, which resulted in exacerbated inflation and
currency devaluation, producing red flags for BRICS members considering the same
move. For an alliance as diverse as BRICS, a joint approach to de-dollarisation could
prove tenuous as individual members weigh the immediate costs against any perceived

long-term advantages.

Political alignments and disparities among BRICS nations

The hesitation seen among some BRICS nations to support Russia’s proposal is rooted
in each member’s unique political motivations and geopolitical alignments. For instance,
while Russia views a reduction in dollar dominance as a way to circumvent Western
sanctions and economic pressures, China holds a more nuanced position, balancing its
burgeoning presence alongside managing its considerable amount of US debt holding

effectively.

Brazil and India have urged caution, due mainly to their significant trade relationships
with the US and the prospect of economic fallout from a rapid move away from dollar-

based transactions.

KCSGI November 2024 Page 2 of 4



Mkcs Group International

Brazil’s stabilisation efforts and India’s ambitions for growth need the stability that the
dollar currently affords. On top of which, the political cost of siding too closely with
Russia’s aggressive economic stances could exact undesirable reactions from the US

and allies.

South Africa’s position is reflected by its smaller scale in global finance, aiming instead
at regional stability and growth within the continent, which now relies heavily on
established dollar-based trade agreements.

The broad geopolitical objectives of each country dilute the practicality of a collective
financial strategy, especially one that looks to abandon a global currency standard. The
mix of internal politics and bilateral relations with major powers like the US adds more
complications to Russia’s case, combining caution, ambition and strategic hedging

across the bloc.

The role of digital currencies in de-dollarisation

The flourishing trend of digital currencies adds a new dynamic to the discussion on de-
dollarisation within BRICS. These digital coins present a unique way for bypassing
traditional finance systems, essentially diluting the US dollar's dominance in global trade

and defending against the onset of sanctions.

For example, China’s pilot trials with the digital Yuan reveals a move toward establishing
a parallel transaction ecosystem that accommodates trade without the need for dollar-

based clearing systems.

However, fostering digital currency also comes with risks. There are regulatory
uncertainties and concerns about the stability and security of these binary currencies,
and the significant challenges they pose. The unpredictable nature of digital currencies,
as witnessed in the fluctuations of cryptocurrencies like Bitcoin, gives rise to concern
about their viability as stable platforms of exchange or stores of value within international
trade. Moreover, the poor global security frameworks and potential for financial crimes

worsen the risks associated with digital currency systems.

KCSGI November 2024 Page 3 of 4



@KCS Group International

These challenges aside, the strategic value for BRICS nations using digital currencies
could provide them with a vehicle to enhance their economic sovereignty and reduce
exposure to external economic pressures. Yet, the logistics of integrating these new
technologies into existing financial systems, added to the need for widespread

international co-operation, suggest that significant hurdles remain.

Conclusion

This brief review of de-dollarisation within BRICS reveals a complicated collection of
economic, political and technological factors. While there is the potential for reducing
reliance on the dollar, the hardline implications and myriad national interests within
BRICS make a unified approach difficult. For multinational corporations, staying ahead
of BRICS narratives like this is crucial, as any significant moves in currency dynamics

could impact global operations hard.

Looking further down the road, the status of the US dollar will surely diminish, but not fall
off a cliff completely. Alternative currencies, be they digital or traditional, will remain
prominent in international finance, but the dollar's deep-rooted entrenchment in the
world’s global financial system will continue to influence policies and trade relationships
alike. In light of this, businesses must prepare for a multi-currency future where flexibility
and adaptability are king.

KCS Group - Strategic Intelligence & Corporate Security
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on complex cases of fraud, theft, corruption or market dynamics. We gather intelligence through the discreet use of human sources
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