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Summary:

After the Ukraine incident, Russia
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dollarization in the context of
financial sanctions in the United
States, Europe and other
countries. Russia’ s de-
dollarization policy has multiple motives such as safeguarding its currency
sovereignty, engaging in strategic games with the United States, countering US
and European financial sanctions, worrying about the hegemony of the US dollar
and the US economic strength, and promoting the diversification of the
international financial order.

In order to implement de-dollarization, Russia has formulated a complete
strategy to reduce the direct use of U.S. dollars, reduce the proportion of foreign
exchange reserves, substantially sell U.S. Treasury bonds, expand non-U.S. dollar
financing, increase gold holdings, and establish its own payment system and
financial information. De-dollarization measures such as exchange
systems. Russia’ s de-dollarization measures are a defensive counterattack in the
Russian-U.S. financial war. Although they cannot eliminate the impact of dollar
hegemony on the Russian economy in the short term, they have a significant
demonstrative effect on the formation of the world” s de-dollarization trend. It
has important historical significance for breaking the dollar-dominated
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international monetary system and establishing a new international economic

and financial system.

Introduction:

After the Ukraine crisis, Western countries led by the United States have imposed
more than 90 rounds of sanctions on Russia in various fields. In the financial field,
the United States has mainly adopted sanctions against Russia, including freezing
the assets of relevant personnel, freezing the financing channels of relevant
enterprises, and threatening to stop the provision of international payment
system services. Russia has adopted many counter-sanctions measures, among
which "de-dollarization” has become Russia’s fundamental counter-attack
against European and American sanctions. Among the de-dollarization trend set
off around the world, Russia’s move is the most radical and typical, with a

significant demonstration effect.

On April 15, 2021, US President Biden signed an executive order to start a new
round of sanctions against Russia: Starting on June 14, US companies are
prohibited from purchasing Russian government bonds denominated in rubles
and euros for the first time. Russia quickly countered: Since May 20, the U.S. dollar
will no longer enter the Russian National Welfare Fund. On June 3, 2021, at the
St. Petersburg Economic Forum in Russia, the Russian Ministry of Finance

announced that it would adjust the structure of the State Welfare Fund within
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one month to reduce the share of the US dollar to zero; on July 5, the Russian
State Welfare Fund announced the asset structure After the adjustment is
complete, the U.S. dollar is completely cleared. At the same time, Russia almost
completely emptied the US long-term national debt. This shows that with the
deepening of the game between Russian and US sanctions and counter-

sanctions, Russia’s de-dollarization process has entered a new stage.

ONE MOTIVATION FOR RUSSIA’S DE-DOLLARIZATION

Generally speaking, the "dollarization" in the economy is an objective process
that is passive or active in the context of globalization, while the current "de-
dollarization" in Russia is a process proactively promoted by the Russian

government and has multiple reasons.

1. Maintain national currency sovereignty

The issuance and circulation of domestic currency is the main content of
monetary sovereignty. When the circulation of basic commodities and labor
services of a country is not represented by its own currency, but replaced by
another country’s currency, it means that the country’s currency sovereignty has
been infringed. In the context of the dollarization of the Russian economy, this
kind of infringement is specifically manifested as: Russia has lost a huge amount
of seigniorage; reduced payment efficiency (foreign currency is not always

suitable for domestic payment needs); rapid flow of hot money has led to
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fluctuations in the value of the ruble; restrictions; The transmission effect of
Russia” s own monetary policy has made the Russian economy affected by the
monetary policy of the Federal Reserve; it has aggravated the impact of exchange
rate on inflation; it has forced the Russian government to passively hold more
foreign exchange reserves to deal with financial risks. De-dollarization is a natural

response of sovereign countries to safeguard their currency sovereignty.

2. Strategic game with the United States

The Soviet Union and the United States were oncerivals in the global geostrategic
game. In the end, the United States won the Cold War and Russia once lost the
qualification to engage in strategic games with the United States. During Putin’

s administration, Russia’ s politics became increasingly stable and its economy
gradually recovered. As a major country and the United States, the sense of
mission to continue the strategic game has not been lost. Russia has not only
changed its strategic decline in the 1990s, but has also achieved success onissues
such as Ukraine and Syria. Go ahead. Although Russia is unable to compete with
the United States, it still has the willingness and strength to engage in strategic
games with the United States in various fields. In the new millennium, the United
States’ unilateralism tends to intensify. In order to force other countries to
submit, it gradually uses the US dollar as an international currency as a weapon
to sanction other countries. U.S. dollar hegemony is the economic basis for the

United States to control world hegemony. With the help of U.S. dollar hegemony,
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the United States tries to force other countries to act according to the wishes of
the United States and exert influence on the regional or international
situation. After the Ukraine crisis, the United States, Europe and other countries
imposed sanctions in an attempt to force Russia to change its policy towards
Ukraine. De-dollarization is a natural extension of the geostrategic game
between Russia and the United States in the financial field and the international

monetary system.

3. Fighting for the right to price oil

Russia is a big energy exporter, and the Russian economy is a typical energy
economy and needs energy exports to support it. However, since 1973, the U.S.
dollar and international crude oil prices have been anchored and have become
the settlement currency of international energy trade.The existence of
commodities but no pricing power directly has a serious impact on Russia. For
this reason, Russia has successively established an oil trading platform and an
international commodity exchange in St. Petersburg, valuing exported crude oil
in rubles; withdrew the Russian Mixed Crude Oil Futures (REBCO) from the New
York Mercantile Exchange and traded on the Russian International Commodity
Exchange. On this platform, Russia has obtained the pricing power of domestic
refined oil products. The platform is fully supported by the Russian state, and 1/4
of the total amount of oil and petroleum products purchased by the state is

traded here. The state-controlled Gazprom and other companies guarantee the
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supply of oil products. The Russian Ministry of Defense, the Ministry of Emergency
Situations, and the Ministry of Agriculture and other major oil users have become

major buyers, which is of decisive significance for the stability of Russia’ s macro
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