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The Company Store

In the old coal towns miners were paid in scrip, not dollars. Scrip could only 
be spent at the company store. Prices, credit, and wages were all controlled 
by the company. The money circulated, but only inside the company’s 
ecosystem. The company captured every dollar that changed hands and the 
miner never built independent wealth. The company never lost control.

China’s RMB system mirrors this logic almost exactly.

China has built an RMB system that looks like a rising global currency regime 
but functions as a closed-loop architecture designed to preserve political 
control. DW’s report on yuan-based trade and the IMF’s analysis of RMB 
payment patterns describe different parts of the same structure. When 
combined, they reveal a system engineered to mimic the outward signs of 
internationalization while preventing the RMB from ever behaving like a 
freely circulating global currency.

A closed currency presented as an international one

China now settles nearly a third of its $6.2 trillion in annual trade in RMB, and 
more than half of all its cross-border payments involve the yuan. On the 
surface, these numbers resemble the early stages of a currency becoming 
global. But the RMB cannot be freely exchanged, and China refuses to open 
its capital account. The currency is allowed to move outward only through 
channels that Beijing directly supervises. Every RMB that leaves China must 
do so through a mechanism that ensures it eventually returns.

This is the defining feature of the system: the RMB is permitted to circulate, 
but never to escape.

Trade settlement as controlled circulation

The DW article shows how China uses its economic leverage to push foreign 
suppliers into accepting RMB for trade. State-owned enterprises increasingly 
demand yuan settlement when China has bargaining power—especially in 
commodities. This creates the appearance of organic adoption, but the 
underlying dynamic is administrative, not market-driven. The RMB moves 
because China requires it, not because counterparties prefer it.

Once foreign firms receive RMB, they cannot freely convert it. They must 
either spend it on Chinese goods, invest it in China, or use it to repay 



RMB-denominated loans. In every case, the currency flows back into China’s 
domestic system.

Swap lines as emergency life support

The IMF paper explains that RMB usage outside China would collapse without 
the People’s Bank of China’s network of more than 50 bilateral swap lines. 
These agreements allow foreign central banks to borrow RMB directly when 
offshore markets run short—something that happens frequently because the 
RMB cannot circulate independently. Swap lines act as a liquidity scaffold, 
keeping the offshore system functioning even though it cannot sustain itself.

This is not how a global currency behaves. It is how a managed liquidity 
ecosystem behaves.

Offshore clearing banks as supervised outposts

To compensate for capital controls, China has established RMB clearing hubs 
in major financial centers like Singapore, London, and Frankfurt. The IMF 
analysis shows that these clearing banks have an even larger impact on RMB 
usage than swap lines. They serve as controlled “islands” where RMB can be 
held and transferred, but always under rules set by Beijing. They are not 
global markets; they are extensions of China’s domestic architecture.

The offshore system is therefore not a free-floating pool of yuan liquidity. It is 
a network of supervised nodes.

Belt & Road lending as RMB recycling

The DW report highlights that Chinese banks’ external RMB holdings have 
quadrupled to $480 billion. This is not because the world is demanding RMB 
assets. It is because China lends RMB to developing countries, who then 
must spend it back in China on infrastructure, equipment, and services. The 
RMB leaves China as a loan and returns as payment for Chinese exports.

This is the purest expression of the closed loop: RMB outflows are engineered 
to become RMB inflows.

Digital yuan as programmable containment

China’s pilot of the digital RMB extends this architecture into the realm of 
programmable money. More than 20 countries now have access to it, but the 
purpose is not liberalization. It is to tighten control. Digital RMB transactions 
can be monitored, limited, or reversed by the central bank. It is a tool for 
expanding RMB usage without relaxing capital controls.



Capital controls as the immovable anchor

Both sources emphasize that China will not allow full convertibility. The RMB 
cannot be freely exchanged without government oversight. China’s domestic 
credit system remains politically directed, and Beijing fears that opening the 
capital account would expose the economy to speculative attacks, capital 
flight, and loss of political control.

This is the fundamental contradiction: China wants the RMB to be used 
globally, but not to behave globally.

The result: a currency that moves but does not circulate

The RMB system creates the outward signs of internationalization—trade 
settlement, swap lines, offshore hubs, digital pilots—but every channel 
ultimately leads back to Beijing. The currency moves, but it never becomes 
independent of the state. The velocity is manufactured, not market-driven. 
The circulation is forced, not chosen. And the global footprint is regional, not 
universal.

China has built a currency that looks international from the outside but 
remains domestic in its logic and control. It is a closed-loop architecture 
designed to project the image of a rising global currency while preserving the 
political authority that would be threatened by true convertibility.
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