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Abstract 

The speed of global economic development is faster and faster, the import and export trade 
of various countries is more and more frequent, and the economy is closely linked, which 
promotes the global economic development. The RMB has also begun to cross-border 
circulation, and more and more frequent. The development of cross-border business of 
RMB has great benefits for the financial and economic cooperation of Central Asian 
countries, regions and China. The cross-border circulation of RMB is the basis of RMB 
internationalization. Only when RMB first realizes cross-border circulation in neighboring 
countries and regions, and gradually expands the scope of circulation, can the goal of RMB 
internationalization be finally achieved. The development of RMB cross-border business 
has a positive impact on the economic and financial cooperation between China and central 
Asian countries and regions. From the perspective of the economic effects of RMB 
cross-border circulation on China and central Asian countries, this paper analyzes the 
benefits and costs of this business. The conclusion is that the current cross-border RMB 
circulation business has more advantages than disadvantages for China and central Asian 
countries, but its smooth progress still needs further improvement of policy measures. 
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1. Introduction 

After the reform and opening up, China's comprehensive national strength and economic strength have 

been continuously improved, and its international status has been significantly enhanced. From the 

perspective of various economic indicators in 2008, China has become the world's third largest 

economy [1]. Along with China's economic strength and huge trade surplus, China's foreign exchange 

reserves have increased sharply. In 2007, China's foreign exchange reserves were already ranked first 

in the world and mainly in US dollars [2]. The financial crisis that erupted in 2008 made Chinese 

policymakers more and more aware that since the renminbi is not an international currency, China’s 

macroeconomic and national wealth are affected by the US dollar exchange rate, which is not 

conducive to the long-term healthy development of the Chinese economy. On the other hand, the 

financial crisis has also hit the international status of the US dollar, and the international call for reform 

of the monetary system is getting louder and louder [3]. All these have created good opportunities for 

the cross-border circulation of RMB. The cross-border circulation of RMB is mainly concentrated in 

border countries and regions, and it is widely circulated with the development of border trade [4]. 

Since border trade meets the development needs of China's border areas and develops rapidly under the 

spontaneous promotion of the market and policy encouragement, it has become an important part of 
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China's opening up and external development [5]. In China's neighboring countries and regions, RMB 

is widely circulated and used as the transaction currency and payment and settlement means. 

Generally speaking, the cross-border circulation of RMB refers to that RMB, as a currency in 

circulation, has broken through China's borders, exercised the basic functions of currency in other 

countries and regions of the world, and continuously expanded its use scope and quantity in the 

payment of international economic and trade. This is compared with the domestic circulation of RMB 

[6]. China and the five Central Asian countries (Kazakhstan, Kyrgyzstan, Uzbekistan, Turkmenistan 

and Tajikistan) have a long history of exchanges and close economic and trade exchanges [7]. After the 

disintegration of the Soviet Union, China established diplomatic relations with the five Central Asian 

countries, and continuously deepened bilateral economic and trade cooperation. The establishment of 

the Shanghai Cooperation Organization in 2001 brought the economic and trade cooperation between 

the two sides into the "fast lane", and the cross-border circulation of the people of China and the five 

Central Asian countries grew rapidly [8]. In 2013, China proposed the strategic concept of “New Silk 

Road Economic Belt”. Central Asian countries are not only the bridges and links connecting China and 

Europe, but also China's important economic partners. The cross-border circulation of the renminbi has 

a positive effect on both sides and provides more trade opportunities for both parties [9]. Through the 

development of border trade, the cross-border circulation of RMB will be promoted, the corresponding 

financial system will be improved, and the strategic thinking of RMB regionalization will be gradually 

promoted based on the cross-border circulation of RMB [10]. 

2. Materials And Methods 

With the enhancement of China's comprehensive national strength and economic strength and the 

remarkable improvement of its international status, as well as the high sense of responsibility shown by 

the Chinese government in fulfilling its promise not to devalue the RMB during the 1997 Asian 

financial crisis, the RMB enjoys a high reputation abroad. With the help of border trade, border tourism 

and other forms, the number, scope and frequency of cross-border circulation of RMB are increasing, 

which further accelerates the process of RMB regionalization. Circulation of the people of the high 

frequency can be seen in Figure 1. The yuan's cross-border flow is the basis of the renminbi 

regionalization, only gradually expand the scope of the RMB cross-border circulation, allow the yuan 

to gradually implement in neighboring countries and regions for pricing or account settlement and 

payment functions, eventually become a foreign central bank, the reserve currency, in order to achieve 

the aim of the renminbi regionalization. While there are many hubs in border trade settlement, in the 

process of business accounting, it is necessary to conduct accounting through a third party, which will 

increase additional costs, resulting in increased operating costs of enterprises. However, RMB 

settlement can reduce and save the cost between hubs, thereby improving the business efficiency of 

enterprises. Compared with other countries' currencies, the exchange rate of RMB is relatively stable 

and less affected by some external factors, which can make the relationship between the two partners 

more stable. In cross-border circulation, RMB is becoming more and more important. It also shows the 

importance of China's economy to border countries. Trade circulation with neighboring countries is 

conducive to the circulation of RMB in neighboring countries. It is conducive to the use of RMB for 

settlement in more regions. It is the continuous international trend of RMB. 

When dealing with Central Asian countries, there may be some friction because of related problems. 

The use of RMB for final accounts can avoid these frictions. When the two sides trade, they do not 

need to consider the exchange rate issue, and they have a strong role in promoting import and export 

business. The factors that need to be considered at this time are shown in Figure 2. The gravity model 

is derived from Newton's law of universal gravitation, that is, the force between two objects is 

proportional to the mass of two objects and inversely proportional to the distance between objects. 

Among them, the economic aggregate of the importing country reflects the potential demand capacity, 

and the transportation cost measured by geographical distance is the resistance factor between the two 
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countries. Based on the above analysis, the gravity model of RMB cross-border circulation is obtained 

as follows: 

 
Figure 1 Frequency of RMB usage 

 

)1
1

ln(
1

0

max 
i

t


                                                              (1) 

 
Figure 2 Selection of exporter's pricing currency 

Among them, I0 represents the circulation of RMB between China and Central Asian countries. 

Take natural logarithms at both ends of the upper formula and convert them into linear forms. 
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Where, f is the regression coefficient. 

Because the consumption object type RMB needs to consider the exchange rate fluctuation 

characteristics of RMB, the economic explanatory variables are introduced into the gravity model. At 

the same time, other variables are introduced to extend the model. The basic form of the gravity model 

of RMB cross-border circulation between China and central Asian countries is as follows: 
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The extended form of the gravitational model of RMB cross-border circulation between China and 

Central Asian countries is: 
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In order to better test the influence of various factors, the variables are added one by one based on the 

basic model, and the variables are expressed as: 
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After the expansion of the model and the increase of variables, the final form of the gravity model of 

RMB cross-border circulation between China and Central Asian countries is expressed as Formula 6. 

The regression results of the gravity model of RMB cross-border circulation between China and 

Central Asian countries are shown in Table 1. 
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Table 1 The regression results of the gravity model of RMB cross-border circulation between China 

and Central Asian countries 

Coefficient of basic 

regression equation 

Coefficient of extended regression equation 

1 2 3 

6.53 65.31 34.72 44.39 

0.74 0.68 0.57 0.49 

-3.16 -3.73 -1.58 0.57 

 

At present, trade between China and Central Asia is generally settled in US dollars. For both importers 

and exporters, there is a secondary exchange cost of converting their own currencies into third-party 

currencies for settlement. By using RMB to settle accounts, this kind of secondary exchange can be 

saved. When Chinese enterprises sign contracts with enterprises in Central Asian countries, they can 

negotiate whether to settle the final settlement in foreign exchange or in Renminbi. Renminbi is the 

local currency of domestic enterprises. Because the contract valuation is consistent with the main 

currency of enterprise operation, enterprises can know the transaction cost and income before signing 

the contract, so as to improve the effectiveness of trade decision-making and prevent exchange rate risk. 

That is to say, export enterprises can lock in revenue and import enterprises can lock in expenditure. 

For enterprises, the settlement of cross-border trade in RMB can speed up the settlement and improve 

the efficiency of the use of funds. Reducing one exchange reduces the relevant links of capital flow, 

shortens the settlement process and improves the efficiency of capital use. Global energy commodities 

trading dollars as an international currency, and China's trade with central Asian countries mostly 

energy commodities, including central Asia is one of China's major supplier of oil and gas resources, 

use the renminbi to sit in these goods for settlement currency is very difficult, therefore, must increase 

cross-border RMB JieSuanLiang. Central Asian central Banks, according to central Asian countries 

domestic lending interest rates generally higher, generally one-year lending rate between 11% ~ 11%, 

far higher than the international average loan interest rate of 3% and average Chinese loan interest rate 

6%, therefore, in the central Asian countries through overseas projects of China to issue renminbi loans, 

relative xenophobia towards national interest rates had obvious interest rate advantage. 
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3. Results 

Since entering the 21st century, the balance of payments has continued to be a double surplus of capital 

projects and current projects. This situation has made the RMB long-term hard-wired image not only in 

Asia, but also in the world. The world's first foreign exchange reserves have enabled China to have 

sufficient international liquidity. In addition to China's continuous reform of the exchange rate system 

and economic and trade structure, we have every reason to make a commitment to the people of the 

world. The value of the renminbi will be more stable and the policy will be formulated. Will be more 

mature and systematic. At present, China's economy is developing at a high speed, foreign exchange 

reserves occupy the first place in the world, the value of the renminbi is stable, financial operations are 

good, and neighboring countries and regions are willing to accept the renminbi. Under this economic 

situation, the time has come to promote the cross-border circulation of renminbi to realize the 

regionalization of the renminbi. . First, China's economic strength has grown significantly, and China 

has become the third largest economy in the world. Secondly, China is becoming more and more 

internationalized and its position in international trade is constantly strengthened. Third, China's stable 

financial system has created an organizational basis for the cross-border circulation of the renminbi and 

its emergence as a regional currency. 

Based on the gravity model mentioned above, trade potential between China and central Asian 

countries is estimated. A comparison of trade between China and Central Asian countries is shown in 

Figure 3. The so-called trade potential calculation is the potential trade volume under the gravitational 

model simulation, and the actual trade volume of a country is compared with the simulated trade 

volume. The trade potential between China and Central Asian countries is estimated in Table 2. The 

export trade potential between China and Central Asian countries is estimated in Table 3. 

 
Figure 3 Trade comparison between China and Central Asian countries 

 

Table 2 Estimation of trade potential between China and Central Asian countries 

 Actual trade volume T 
Simulated trade volume 

T’ 
T/T’ 

Kazakhstan 0.63 0.87 0.72 

Kyrgyzstan 0.19 0.21 0.90 

Tajikistan 0.04 0.09 0.44 

Turkmenistan 0.05 0.07 0.71 

Uzbekistan 021 0.83 0.25 
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Table 3 Estimation of export trade potential between China and Central Asian countries 

 Actual trade volume T 
Simulated trade volume 

T’ 
T/T’ 

Kazakhstan 0.20 0.33 0.61 

Kyrgyzstan 0.05 0.09 0.56 

Tajikistan 0.02 0.04 0.5 

Turkmenistan 0.03 0.01 2.31 

Uzbekistan 0.24 0.12 2 

 

 
Figure 4 Cross-border circulation of RMB between China and Central Asian countries 

 

China and other Central Asian countries mainly settle RMB through inter-bank accounts. However, 

there are very few ways for Chinese banks and Central Asian countries to settle RMB. Only Chinese 

banks have established the Bank of China of Kazakhstan in Central Asian countries and the Almaty 

branch of ICBC to settle RMB. In Uzbekistan and Turkmenistan, Chinese banks have set up RMB 

settlement businesses. Tanzania has not established a RMB liquidation business. With the continuous 

development of cross-border trade, RMB settlement enterprises for foreign trade are also increasing, 

and the demand for RMB abroad is also increasing, which is beneficial to trade financing and 

development of financial products. At the same time, the introduction of cross-border trade RMB 

settlement pilot also requires the overseas liquidation industry and domestic commercial banks to 

continuously expand the scope of banking business. In short, the cross-border circulation of RMB 

between China and Central Asian countries is increasing, as shown in Figure 4. For China, the supply 

of RMB will be affected by the demand of foreign governments, enterprises and individuals as the 

cross-border trade settlement of RMB makes the domestic economy more closely connected with the 

world economy. At the same time, when the amount of RMB cash stranded abroad increases to a 

certain extent, the implementation environment of monetary policy tends to be complex, the difficulty 

of cash management increases, and the effectiveness of monetary policy decreases. With the 

continuous increase of offshore RMB business, the risk of information asymmetry of Chinese Banks 

increases. Banks should not only fully grasp the relevant information of domestic enterprises, but also 

have a comprehensive understanding of their overseas counterparties and participating Banks. At the 

same time, the requirements for bank liquidity management vary from region to region, and the deposit 

and withdrawal habits of clients vary from country to country. It is a new task for Chinese Banks to 
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scientifically arrange capital allocation, reasonably determine the capital price, and improve the 

management of interest rate and exchange rate risk exposure. In addition, the promotion of RMB 

settlement business also puts forward higher requirements for the settlement system and information 

system construction of domestic commercial Banks. 

4. Conclusion 

With the development of China's economy, the internationalization of the renminbi has been put on the 

agenda. The internationalization of the renminbi is not a one-step process. It should start from the 

cross-border circulation of the renminbi, from the peripheralization to the regionalization, and finally 

realize the internationalization of the renminbi. The rapid development of border trade has benefited 

China and Central Asia internationally, which not only promoted the development of the bilateral 

economy, but also greatly improved the living standards of the residents of both sides. Because the 

speed of economic globalization is accelerating, various kinds of trade on the border are also 

increasing, and cross-border circulation is also expanding, which brings opportunities to our country 

and also brings difficulties, but generally speaking, the benefits outweigh the disadvantages. Therefore, 

while cross-border circulation, we need to find out the problems and deal with them reasonably so as to 

make the border circulation have a good environment and thus develop. It will go a long way. In the 

macroeconomic environment in which the Chinese government encourages RMB settlement in 

cross-border trade, it is more important to meet the needs of market development and promote the 

regionalization of RMB by promoting RMB settlement in border trade and border trade. 
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