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Abstract 

Brexit is a term that describes the exit of Britain from the European Union. Brexit has 
significant impacts on many states, including China and the EU countries. Researches 
show that the UK exit from the EU may make it grow more by 2050. China is focused on 
promoting the RMB to be an international currency. The promotion of RMB to become 
an international currency has many benefits to the country. Thus, the RMB 
internationalization may be affected by Brexit both positively and negatively. This is 
because China had chosen Britain to be its internationalization hub. Therefore, this 
paper will look at the advantages and disadvantages of Britain's exit from the EU on the 
internationalization of the RMB. 
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1. Introduction 

China is gaining global influence since it is now the largest international trader and has been 
ranked globally as the second-largest economy in terms of Gross Domestic Product. This has 
made China begin promoting the RMB as a global currency. RMB internationalization is one of 
China's long-term plans focused on creating an international monetary environment stable for 
its economic development, "we predict the RMB share in the world's currency reserves and 
long-term bonds may be 20% high" [1]. The objective is to enable all Chinese citizens and non-
Chinese to use the RMB currency in trade, borrowing, lending, and investing internationally. 
Internationalization of the RMB has benefits to China, such as enhanced political influence, will 
make China borrow large amounts from abroad cheaply in its currency, and China will issue the 
RMB to foreigners in exchange for tangible goods, "RMB internationalization would promote 
the development of financial markets domestically and globally" [2]. Brexit is the name given 
to the exit of Britain from the European Union (EU). The United Kingdom held a referendum in 
2016, and the majority of the voters supported that it should leave the EU. The UK left the EU 
in January 2020. The UK's exit from the EU means that it is free to set its own trade policy and 
negotiate deals with other nations. This paper aims at discussing the advantages and 
disadvantages of Brexit on RMB internationalization. 

2. Advantages 

Research done shows that Brexit will have a long-term benefit in the internationalization of the 
RMB. Firstly, since Britain is free, it can cooperate with China on RMB internationalization and 
economic development. As London is the largest market for foreign currency globally, it will 
help China in its strategy of internationalizing the RMB. The bond created by China and London 
in 2017 for the cross-border foreign exchange clearing platform to backing China in capital 
market liberalization and internationalization of the RMB will increase, thus commit itself more 
to help China internationalize the RMB, "the beak wit EU is reshaping the China –UK 
relationship" [3]. The platform allows abroad banks to trade with China's onshore financial 
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institutions and products such as bonds and derivatives. This platform provides a significant 
benefit to China since, withdrawal of the platform, China and foreign banks will be required to 
invest substantial time and put more determinations in search for parties with the willingness 
to agree their trades, negotiate the prices of the trades, and bear the risk of the trades 
counterparty. The platform that London has provided acts as a marketplace for the RMB and 
forms an introduction, and plainly aids them to rate the trades bear counterparty threats and 
provide supplementary liquidity. This will help increase the RMB's further offshore trading and 
investment actions. Today, London stands to be the biggest RM foreign exchange trading hub, 
thus helping in the internationalization of the currency, "London remains a key part of this 
internationalization strategy despite the question marks whether the city can retain its 
leadership after Brexit" [4]. 

Secondly, Brexit has harmed the relationship between Britain and the United States. Therefore, 
the US has begun to cooperate more with France and Germany, becoming more critical to it and 
London becoming less necessary. As the financial business between the EU and London reduces, 
London will then embrace the rise of RMB to reduce uncertainties and increase revenue. The 
relationship between the US and UK is affected because the leaving of the EU by the UK means 
that new trade agreements, including tariffs, taxes, procedures, and regulations. This will cause 
more delays, thus shaking up import-export trade between the US and UK. For the US to 
continue enjoying free trade offered by countries in the EU, it will begin new relations with 
other countries and break the relationship with the UK. Consequently, UK will start to cooperate 
with China, which is among the most significant global economy and build a trade relationship 
with it, and, as a result, also help China in the internationalization of the RMB "after Brexit UK 
will not be bound by EU laws and will have more freedom to conduct international trade" [5]. 
The relationship between the UK and China will allow Chinese citizens to trade with the UK 
with the RMB, borrow and invest with the RMB in the UK. This is one of the ways that help the 
RMB to become an international currency. 

Thirdly, Brexit is a landmark that shows the fall of Europe, including the UK. As Britain is 
essential to a united Europe, its exit from the EU weakens the unity, which might lead to the fall 
of Europe. When a country and the EU do not act as a collective power, their currencies become 
weak. It will lead to a perception that the countries have a weak economy by the investor and 
will consider investing in the RMB since internationalization of a currency reflects that 
country's economic strength as foreign currency investing involves buying one country's 
currency while selling that of another country. When the EU falls, most investors will buy the 
RMB currency, which will help its internationalization. This indicates that Britain's exit from 
the EU gives RMB a great opportunity in its internationalization because many people will opt 
to trade using the RMB because the currencies of EU countries and that of the UK will weaken. 
Moreover, the impairment of both Britain and the EU by Brexit is a great benefit for China, 
"Chinese enterprises will intend to reorient their investments into EU after Brexit" [6]. To 
minimize the disappointment, they will try to enhance relations with China by lowering the 
investment threshold. And a result, the euro and the pound will become weak, and 
consequently, the central banks will increase the percentage of RMB in their portfolios. For 
example, after the UK referendum to exit from the EU, the pound fell by 10 % against the US 
dollar, and the yen saw a sharp appreciation against the pound. This is evident that the 
weakening of the euro and pound will help significantly in the internationalization of the RMB.  

Furthermore, Brexit has weakened the EU and its internal structure and power. This has 
created a space for negotiations and re-balancing the bargaining power for China and the EU. 
EU now needs to reconsider its relations with China and understand China's government to 
develop long-term mutually beneficial relations. China is the EU's biggest source of imports and 
second-largest export marketplace, "the EU must enhance its understanding of the aspirations 
of the Chinese government and governing capacity of the Chinese Communist Party to develop 



Volume 2 Issue 10, 2021 

DOI: 10.6981/FEM.202110_2(10).0037 

285 

Frontiers in Economics and Management 

ISSN: 2692-7608 

long-term mutually beneficial trade and investment relations." [7]. As the EU needs China in the 
future, it will seek to be more connected to it. As a result, a stronger relationship between the 
two may be formed and promote multilateralism globally. Then China will use this opportunity 
to internationalize the RMB by increasing trade deals between the EU states. 

3. Disadvantages 

Though Brexit has provided many opportunities for China in the internationalization of the 
RMB, few setbacks negatively affect China's internationalization in the RMB. First, as London 
has been the second-largest offshore RMB clearing center after Hong Kong, due to Brexit, the 
monetary divide will no longer exist for China, and the costs for promoting RMB in Europe will 
increase drastically [8]. This will disrupt the steps of internationalizing the RMB. Also, due to 
Brexit, London's status as the largest financial center in the world has been challenged, thus 
negatively affecting the internationalization of the RMB. This forces Chinese financial 
institutions to consider other states as centers for RMB internationalization, such as Paris, 
making them pay adjustment costs, making it more challenging for China. 

Besides, China uses Britain as a gateway to access the EU to attract Chinese investments, and it 
has been China's strongest supporter in granting it market economy status within the EU. When 
Britain exits the EU, it will no longer have the voice on matters such as the market economy 
status, affecting China. Market economy status is a status given to a country exporting goods 
with the prices of the goods being exported not being questioned, "many Chinese-funded 
enterprises regard the UK as the bridge to Europe market, and they invested in the UK's 
financial projects and infrastructure projects" [8]. Britain helped China export goods to 
different EU states through it and traded using the RMB, which allowed its internationalization. 
As Britain exits the EU, China will lack the chance to trade with EU states, thus affecting the 
efforts of RMB internationalization through the exports, 

In addition, Brexit will make the economy of the UK fall drastically. Since China has made many 
of its investments in the UK, its internationalization efforts using London as the RMB hub will 
be negatively affected. Brexit makes many other countries fear to trade with Britain due to 
increased tariffs and taxes and delay due to inspection in borders as opposed to when it was in 
the EU, "The UK has trade agreements that do not allow zero tariffs and taxes and goods must 
be inspected at borders" [9]. This will cause a fall in transactions in China's financial institutions 
established in Britain. As a result, there will be minimal circulation of RMB in most countries 
that trade with the UK, thus affecting the RMB internationalization plan. With the UK's exit from 
the EU, it will seize from been the largest global financial exchange market. As China has 
invested much in the UK because of this strength to internationalize the RMB, internationalizing 
the RMB will also be hindered when it falls.[10] Thus, Brexit may have dire impacts on the 
internationalization of the RMB. 

4. Conclusion 

China has begun the plan to internationalize the RMB since it has gained much international 
influence and is ranked as the second largest economy globally. Internationalization of the RMB 
will enable the Chinese citizen's trade using the RMB with other states. Brexit, which is the exit 
of the UK from the EU, has both advantages and disadvantages in the internationalization of the 
RMB. Brexit has many benefits in the RMB internationalization, which include, it will make the 
euro and pound weak making the central banks increase the RMB percentage in their portfolios, 
which will be a great way of internationalizing the RMB. Also, with the weakening of the euro 
and pound, most investors will start investing in the RMB, thus promoting its 
internationalization. Moreover, the fallout of the UK from the EU will consider developing a 
stronger relationship with China, and it has been the largest financial exchange market help in 
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the internationalization of the RMB. Some of the disadvantages of Brexit on RMB 
internationalization are; Britain acts as a gateway for China to access the EU and promoting its 
market economy status. When the UK exits China, it will not be able to trade with most EU states 
and thus the circulation of RMB in its trade, thus hindering the RMB internationalization. 
Additionally, the UK exit from the EU will make it seize being the largest financial exchange 
market. Since China had chosen UK to be the second-largest offshore of RMB 
internationalization after Hong Kong, the plan of internationalization of RMB through the UK 
will be significantly hindered. 
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