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Abstract. This research paper investigates de-dollarization and its effects on the Indian 

economy, global trade, BRICS nations, and the Russia-Ukraine war. De-dollarization, the move 

away from the US dollar as the dominant global reserve currency, offers India potential benefits 

like enhanced financial autonomy but also poses challenges in trade and reserve management. 

Globally, it prompts a reevaluation of trade practices as countries seek to diversify their re-

serves. BRICS nations are instrumental in this shift, advocating for a multipolar currency sys-

tem and fostering initiatives such as the BRICS Development Bank. The Russia-Ukraine war 

has accelerated de-dollarization, particularly for Russia, which has increased its use of alterna-

tive currencies due to Western sanctions. The paper concludes that de-dollarization signifies a 

major transformation in the international financial system, influenced by strategic and geopolit-

ical factors, with significant implications for global economic stability and relations. 

 

Index Terms- De-Dollarization, Dollarization, Reserve currency, Currency diversification, 

International trade, BRICS 

 

I.  Introduction 
 

     The fact that in many countries except as a principle, the dollar is as good as gold 

leads Americans to get into debt and to get into debt for free at the expense of other 

countries. Because, what the US owes them, it is paid, at least in part, with dollars 

they are the only ones allowed to emit.”  

 

Charles de Gaulle 

      The history of the dollar dates back to the late 18th century when the United 

States adopted the dollar as its official currency in 1785. The dollar was based on the 

Spanish dollar, which was widely used in trade at the time. Over the years, the dollar 

has undergone various changes, including the establishment of the Federal Reserve 

System in 1913, which introduced the modern central banking system in the U.S. 

Today, the dollar is the world's primary reserve currency and is used in international 
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trade and finance. Its value fluctuates based on economic factors and monetary poli-

cies set by the Federal Reserve. 

US dollar has been the de facto: primary reserve, for hundreds of years. However, in 

the current 21st century, the dollar is losing its dominance and the US dollar’s he-

gemony is in question due to geopolitical and geostrategic shifts. The US dollar is 

under threat. 

 

     India has not fully embraced dollarization, it relies primarily on its own currency 

for various domestic and international trade. However, recently India has taken up 

various measures to reduce its dependence on dollar. The aim of this paper is to focus 

on the overall concept and impact of de-dollarization on the Indian economy, de-

dollarization as a scheme in India, role of BRICS in promoting de-dollarization   and 

Indian economy post de-dollarization. 

 

      De-dollarization refers to the process of reducing reliance on the US dollar in 

international trade and financial transactions. It often occurs in countries seeking to 

reduce exposure to fluctuations in the value of the dollar or to assert monetary sover-

eignty.  

 

      While de dollarization has not occurred on a large scale, there have been instances 

where countries have taken steps to reduce their dependence on the dollar. For exam-

ple, some countries have diversified their foreign exchange reserves by holding more 

assets in other currencies or gold. Additionally, bilateral agreements between coun-

tries to conduct trade in their own currencies, bypassing the dollar, have also contrib-

uted to de dollarization efforts. 

 

      One notable example of de dollarization occurred in the early 2000s when Sad-

dam Hussain's Iraq switched its oil exports from dollars to euros. More recently, 

countries like Russia, China, and Iran have explored alternative payment systems to 

reduce their reliance on the dollar in response to US sanctions and geopolitical ten-

sions. 

 

     However, de dollarization is a complex process influenced by various economic, 

political, and geopolitical factors, and its extent and impact can vary from country to 

country. 

 

1. History of Us Dollar in Global Trade 

     The US dollar has played a significant role in global trade for decades. Its journey 

to becoming the world's dominant currency began after World War II with the estab-

lishment of the Bretton Woods Agreement in 1944. This agreement made the US 

dollar the primary reserve currency and set fixed exchange rates for other currencies, 

pegging them to the dollar, which was backed by gold. This system provided stability 

and facilitated international trade, as countries could rely on the dollar for transac-

tions. 

 

     The post-war period saw the United States emerge as a major economic power-

house, with a strong industrial base and a stable economy. The dollar became the 

currency of choice for trade and investment, as it was seen as a symbol of stability 
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and reliability. Many countries held large reserves of dollars to stabilize their own 

currencies and facilitate trade. 

One key development that cemented the dollar's dominance in global trade was the 

establishment of the petrodollar system in the 1970s. This system emerged after the 

OPEC oil embargo, when oil-producing countries agreed to price and sell oil in dol-

lars. This arrangement created a constant demand for dollars and reinforced its role as 

the world's primary reserve currency. 

 

     However, cracks in the Bretton Woods system began to appear in the late 1960s 

and early 1970s. The United States was running large trade deficits and accumulating 

debt, which put pressure on its gold reserves. In 1971, President Richard Nixon made 

the decision to suspend the dollar's convertibility to gold, effectively ending the Bret-

ton Woods system. This move, known as the Nixon Shock, led to a period of floating 

exchange rates and increased currency volatility. 

 

      Despite the collapse of the Bretton Woods system, the dollar retained its position 

as the dominant currency in global trade. Its stability and the strength of the US econ-

omy helped maintain confidence in the currency. Additionally, the petrodollar system 

continued to support demand for dollars in international transactions. 

 

     Throughout the latter half of the 20th century and into the 21st century, the dollar 

remained the preferred currency for trade and investment. Many countries continued 

to hold large reserves of dollars, and the dollar was used as the primary currency for 

invoicing international transactions. 

 

     However, concerns about overreliance on the dollar began to emerge in the wake 

of the 2008 financial crisis. Some countries worried about the impact of US monetary 

policy on their own economies and sought to diversify their reserves away from the 

dollar. Additionally, geopolitical tensions and the rise of alternative currencies, such 

as the euro and the Chinese Yuan, contributed to discussions about reducing depend-

ency on the dollar in global trade. 

 

    Despite these challenges, the US dollar continues to play a dominant role in global 

trade. Its stability, liquidity, and the strength of the US economy make it the preferred 

currency for international transactions. However, the landscape of global finance is 

constantly evolving, and the future role of the dollar in global trade remains uncertain. 

Bretton Woods Agreement 

 

     To recover from the losses of World War II Bretton Woods Agreement was signed 

in July 1944 in which two institutions were formed-International Monetary Fund and 

The World Bank. The main purpose of these two institutions was to bring back the 

developed country’s economy on track. This agreement also established a fixed ex-

change rate system after World War II with US dollar linked to gold and other curren-

cies pegged to dollar. 

 

      The Bretton Woods Agreement, shaped the post-World War II global economic 

order. It created a fixed exchange rate system, with the US dollar pegged to gold, 

facilitating international trade and investment. This system fostered economic stabil-

ity, supported post-war reconstruction efforts, and promoted cooperation among na-
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tions. However, the agreement also led to imbalances and tensions, ultimately unrav-

elling   in 1971 when the US abandoned the gold standard. Despite its eventual col-

lapse, Bretton Woods laid the foundation for institutions like the IMF and World 

Bank, which continue to influence global economic governance. 

 

      The collapse of the Bretton Woods Agreement in 1971 marked the end of the 

fixed exchange rate system established after World War II. Mounting economic pres-

sures, including persistent trade imbalances and inflation in the United States, strained 

the system. President Richard Nixon's decision to suspend the dollar's convertibility to 

gold effectively ended the agreement. This move triggered a period of floating ex-

change rates, currency volatility, and uncertainty in global financial markets. While 

the collapse of Bretton Woods led to economic challenges and adjustments, it also 

paved the way for greater flexibility in monetary policy and the development of alter-

native exchange rate regimes. 

 

     The Bretton Woods Agreement inadvertently contributed to de dollarization by 

establishing the US dollar as the global reserve currency. Under this system, the dollar 

was pegged to gold, and other countries held substantial reserves of dollars to stabi-

lize their own currencies. However, persistent trade imbalances, particularly with the 

US running large deficits, strained the system. President Richard Nixon's decision in 

1971 to suspend the dollar's convertibility to gold exacerbated these imbalances and 

eroded confidence in the dollar's stability. 

 

     This move towards a floating exchange rate regime introduced currency volatility 

and uncertainty, prompting some nations to seek alternatives to the dollar. Geopoliti-

cal tensions and desires for monetary sovereignty also played a role in fueling de 

dollarization efforts. Countries started diversifying their reserves away from the dol-

lar, exploring alternative currencies, and establishing bilateral trade agreements using 

their own currencies. 

 

     Furthermore, the emergence of regional economic blocs and the internationaliza-

tion of currencies like the euro and the Chinese Yuan provided viable alternatives to 

the dollar. Over time, these factors collectively led to de dollarization as countries 

sought to reduce their dependence on the US dollar in international trade and finance, 

marking a significant shift in the global monetary landscape. 

 

2. Impact of Dollarization on Global Trade 

     Dollarization simplifies transactions by eliminating exchange rate risks and reduc-

ing transaction costs, promoting international trade. However, it can also lead to de-

pendency on US monetary policy, limiting a country's ability to pursue independent 

economic strategies. Dollarization may exacerbate trade imbalances and expose econ-

omies to external shocks, as they become more integrated into the US financial sys-

tem. Additionally, it could hinder the effectiveness of domestic monetary policies and 

limit central banks' ability to manage inflation and economic stability, thus influenc-

ing trade dynamics on a global scale. 

 

     In 2018 88% of international trade transactions were dominated by dollar, whereas 

other currencies dominated the given percentage of trade: 

 Euro-30% 
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 Japanese Yen-20% 

 British Pound-15% 

     After World War ll USD gained power as it was stable and plentiful compared to 

other currencies which were trying to rebuild. Oil, coffee, gold were all prized in dol-

lar regardless of where they come from. 

 

     Most of the countries and businesses prefer to trade in USD as it is incredibly liq-

uid meaning that it is easy to buy and sell in USD.USA has a very efficient banking 

system which makes it cheaper for businesses to buy and sell in dollar. 

 

     One of the strongest advantages of dollarization for smaller, less developed coun-

tries is the ability to trade in a currency that is stronger and more internationally rec-

ognized. It will often bring about a positive effect on international trade for the coun-

tries, as the outside currency they use is more widely accepted and can be more stable 

and less prone to market volatility. 

 

     Dollarization can promote the long-term effect of encouraging more international 

businesses to set up localized offices to take advantage of the stable currency and help 

the local economies to develop quicker. 

 

     A developing country can become a larger international player than if it retained 

its own currency, especially if its economy is in a recession or is experiencing diffi-

culties breaking out of a poverty cycle. (Dollarization - Definition, Impact, Examples, 

Pros and Cons) 

 

II. Russia-Ukraine War and De-Dollarization   
 

     As the war ascends between Russia and Ukraine, Russia’s foreign currency reserve 

of $300 billion was frozen while Russian banks have been restricted from the fast 

international payment system. This created a wave of de-dollarization of global trade. 

De-dollarization in the Russia-Ukraine conflict is like both countries trying to use 

fewer dollars in their global trade and transactions. Russia's got a problem because the 

West slapped sanctions on them, and a lot of those sanctions use the dollar. So, Rus-

sia's trying to be less reliant on the dollar to protect its economy from these sanctions. 

Ukraine's also worried about getting smushed by the economic pressure tied to the 

dollar, so it's thinking about using other currencies more. If they can manage to use 

other currencies more, it could change how the sanctions hit them, maybe making 

them less hard. It might also mix up who they trade with and how they do it since 

some countries might like using currencies besides the dollar. 

 

But it's not like switching off a light. They need other currencies, steady money sys-

tems, and countries who are cool with trading in those currencies. Plus, the dollar's a 

big deal in the money world, so it's tough to dodge it completely. 

 

So, while de-dollarization could shake things up in the Russia-Ukraine war, it's not 

totally clear how big a deal it'll be in the end. It's like a big game of money chess with 

countries trying to figure out the best moves to protect themselves and still come out 

on top. 
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Figure 1: % age of World Reserve after Russia's invasion of Ukraine. 

 

     The whole de-dollarization thing isn't just about the war, though. It's part of a big-

ger picture where countries are trying to be less dependent on the United States and 

the dollar. They want more control over their own money and less vulnerability to 

economic pressures from big countries like the US. So, while Russia and Ukraine are 

playing their part in this money game, there are other players too, each trying to find 

their way to stay strong and independent in a world where money is power. ('De-

dollarisation' gathers steam amid Russia-Ukraine war) 

 

 
Figure 2: Fall of USD in world reserves 
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III. Impact Of Dollarization on the Indian Economy 
 

      As of my last update in January 2022, India has not officially adopted dollariza-

tion as its currency policy. However, examining the potential impact of dollarization 

on the Indian economy with data from institutions like the Reserve Bank of India 

(RBI) and the World Bank offers valuable insights. 

 

     Dollarization involves adopting the US dollar as the primary currency for domestic 

transactions, which would significantly affect India's monetary policy, trade dynam-

ics, and financial stability. The RBI's ability to conduct independent monetary policy 

would be curtailed, as it would lose control over the supply and management of the 

domestic currency. This loss of autonomy could complicate efforts to address domes-

tic economic imbalances and respond to fluctuations in inflation and growth. 

 

    In terms of trade, while dollarization might simplify international transactions and 

reduce exchange rate risks, it could also increase India's dependency on imports 

priced in US dollars. This could potentially widen the trade deficit, as a significant 

portion of India's imports would need to be paid for in a foreign currency. According 

to World Bank data, India's trade deficit stood at $14.08 billion in November 2021, 

highlighting the significance of trade dynamics in the Indian economy. 

 

     Maintaining sufficient reserves of US dollars to support the currency peg would 

become crucial for India's monetary and financial stability. The World Bank data 

indicates that India's foreign exchange reserves amounted to $642.45 billion as of 

November 2021, demonstrating the country's efforts to bolster its reserve holdings. 

Furthermore, dollarization could impact domestic financial markets and investor sen-

timent. Integration with global markets, particularly those influenced by US monetary 

policy, could introduce new sources of volatility and risk. The World Bank's indica-

tors of financial stability and investor confidence would be essential metrics to moni-

tor in assessing the impact of dollarization on the Indian economy. 

 

     In India, 86% of its imports are invoiced in dollars, while only 5% of India's im-

ports originate in the U.S. Similarly 86% of India's exports are invoiced in dollars 

while only 15% of India's exports are to the U.S. While China makes up 16% of In-

dia's imports these are mainly invoiced in dollars. 

 

     In conclusion, while dollarization could offer certain benefits such as simplified 

transactions and reduced exchange rate volatility, it also poses significant challenges 

and risks for the Indian economy. Thorough analysis and careful consideration of 

potential consequences would be necessary before pursuing any significant currency 

policy changes. For the most current data and analysis on this topic, consulting recent 

publications and reports from the RBI and the World Bank is advisable. 

 

IV. Brics and its Role in De-Dollarization   

 
Brics, acronym for Brazil, Russia, India, China, and South Africa, formed in 2009, 

represents five major emerging economies with significant influence on regional and 
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global affairs. Initially, a Goldman Sachs term, it evolved into a political bloc foster-

ing cooperation on economic, political, and security issues. The group conducts sum-

mits, aiming to reform global financial institutions and promote multipolar world 

order. With diverse agendas, BRICS nations focus on infrastructure, trade, invest-

ment, and technology cooperation. Despite occasional tensions and economic chal-

lenges, BRICS serves as a platform for dialogue, trade partnerships, and mutual de-

velopment initiatives, enhancing their collective voice in international affairs. 

 

BRICS, comprising Brazil, Russia, India, China, and South Africa, collectively 

seeks to reduce dependence on the US dollar in international transactions, this strate-

gic move aims to enhance financial sovereignty and mitigate vulnerability to US eco-

nomic policies, particularly in light of the 2008 global financial crisis, which high-

lighted the risks associated with dollar-centric financial systems. 

 

One significant aspect of BRICS' de-dollarization efforts is the promotion of bilat-

eral trade and investment in their own currencies. By bypassing the dollar, BRICS 

countries can reduce transaction costs and mitigate currency exchange risks. For in-

stance, China and Russia have engaged in bilateral trade agreements denominated in 

their respective currencies, the Yuan and the ruble, rather than the dollar. Similarly, 

India and Russia have explored similar arrangements, fostering greater use of the 

rupee and ruble in trade transactions. 

 

Moreover, BRICS nations have advocated for reforms in international financial in-

stitutions such as the International Monetary Fund (IMF) and the World Bank to bet-

ter reflect their growing economic influence.  

 

They have called for greater representation and voting rights within these institu-

tions, as well as reforms to the international monetary system to reduce the domi-

nance of the dollar. While progress in these reforms has been incremental, BRICS' 

collective voice amplifies their influence in shaping the global financial architecture. 

 

Additionally, BRICS has established alternative financial mechanisms to reduce re-

liance on traditional Western-dominated institutions. The establishment of the BRICS 

New Development Bank (NDB) and the Contingent Reserve Arrangement (CRA) are 

notable examples.  

 

The NDB provides financing for infrastructure and sustainable development pro-

jects in BRICS countries and other emerging economies, reducing dependency on 

Western development banks. Meanwhile, the CRA serves as a mutual pool of foreign 

exchange reserves, providing liquidity to member countries during times of financial 

stress, thereby reducing the need for external assistance from dollar-dominated insti-

tutions like the IMF. 

 

Overall, while the process of de-dollarization is gradual and complex, BRICS' con-

certed efforts to promote bilateral trade in local currencies, advocate for institutional 

reforms, and establish alternative financial mechanisms demonstrate their commit-

ment to enhancing financial autonomy and reducing reliance on the US dollar in in-

ternational transactions. 
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BRICS countries aim to pursue de-dollarization for several reasons: 

 

1. Financial Sovereignty  

     By reducing reliance on the US dollar, BRICS nations seek to enhance their finan-

cial sovereignty and decrease vulnerability to external economic pressures, particular-

ly from the United States. 

 

2. Risk Mitigation  

Diversifying away from the dollar helps BRICS countries mitigate currency ex-

change risks and reduce exposure to fluctuations in the value of the dollar, which can 

have significant impacts on their economies. 

 

3. Transaction Costs  

Using their own currencies in international trade and investment can reduce trans-

action costs associated with currency exchange and dollar-denominated transactions, 

potentially boosting economic efficiency. 

 

4. Geopolitical Considerations  

De-dollarization aligns with BRICS countries' broader geopolitical aspirations to 

foster a multipolar world order and reduce the dominance of Western powers, particu-

larly the United States, in global finance. 

 

5. Supporting Economic Growth  

By promoting the use of their own currencies in international transactions, BRICS 

countries aim to stimulate economic growth and trade among themselves, strengthen-

ing economic ties within the bloc. 

 

6. Institutional Reform  

De-dollarization efforts are often coupled with calls for reform in international fi-

nancial institutions like the IMF and World Bank to better reflect the economic reali-

ties and interests of emerging economies, including those of BRICS nations. 

 

De-dollarization aligns with BRICS countries' goals of enhancing their economic 

autonomy, reducing dependence on Western-dominated financial systems, and pro-

moting a more balanced and multipolar global financial architecture. 

 

V. The Concept of De-Dollarization 

 
      Around the globe, nations are engaged in a nuanced dance, seeking to lessen their 

reliance on the US dollar as the primary reserve currency. This quest reflects a broad-

er revaluation of global economic dynamics and geopolitical power structures. While 

some countries have made strides in diversifying their currency reserves and trading 

arrangements, the US dollar's pre-eminence remains largely unchallenged. However, 

the quest for alternatives persists, driven by a combination of economic, political, and 

strategic considerations. 

 

    At the forefront of this movement are nations like Russia and China, who advocate 

for a multipolar currency system as a means to counterbalance the dominance of the 

US dollar. Their calls for a more diversified global financial architecture resonate 
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with other emerging economies and regional blocs, such as the BRICS (Brazil, Rus-

sia, India, China, South Africa), who seek greater autonomy in international trade and 

finance. Yet, despite these aspirations, the path to dethroning the US dollar is fraught 

with challenges. The sheer magnitude of the US economy, coupled with the dollar's 

historical legacy as the world's preferred medium of exchange and store of value, 

presents formidable barriers to change. Moreover, the absence of a viable alternative 

currency with comparable stability, liquidity, and global acceptance further compli-

cates efforts to reshape the international monetary system. 

 

    Nevertheless, the momentum toward diversification persists, fuelled by several 

factors. The growing liquidity of non-traditional currencies, including those of emerg-

ing markets, provides viable alternatives for countries seeking to reduce their expo-

sure to the US dollar. Furthermore, concerns about US fiscal policy, mounting public 

debt, and recurring budget disputes have eroded confidence in the long-term stability 

of the dollar, prompting some nations to explore alternative arrangements. 

 

     One significant development is the increasing willingness of countries to conduct 

bilateral trade using their local currencies, bypassing the need for US dollar interme-

diation. This trend is particularly evident among countries within regional blocs like 

the Eurasian Economic Union (EAEU), the Association of Southeast Asian Nations 

(ASEAN), and the Shanghai Cooperation Organization (SCO), where efforts to pro-

mote intra-regional trade and economic integration are underway. 

 

     Moreover, the rise of digital currencies and block chain technology presents new 

avenues for facilitating cross-border transactions and bypassing traditional financial 

intermediaries. Central banks in countries like China and India are exploring the po-

tential of digital currencies to enhance financial inclusion, improve payment efficien-

cy, and reduce reliance on traditional banking systems dominated by the US dollar. 

 

     While these developments signal a gradual shift away from the US dollar-centric 

financial order, the road ahead is uncertain. The US dollar's entrenched position as the 

primary reserve currency, coupled with the complexities of global financial markets 

and geopolitical rivalries, makes any transition to a new monetary paradigm a slow 

and incremental process. 

 

     In conclusion, while the US dollar's dominance may face challenges in the long 

term, there is no imminent threat of its displacement. However, the growing diversifi-

cation of global currency reserves, the rise of digital currencies, and the increasing 

assertiveness of emerging economies signal a gradual evolution toward a more multi-

polar monetary system. As nations navigate this transition, strategic diversification 

and prudent risk management will be essential to navigate the shifting currents of the 

global economy. 

 

VI. De-Dollarization as a Schema in India 

   

      Previously, India had to devise alternative arrangements, like barter agreements, 

with certain sanctioned nations. Recent reports suggest that India and Russia are con-

templating the utilization of the Chinese Yuan as a benchmark currency to enhance 

their bilateral oil trade. Both the Indian rupee and the Chinese Renminbi are currently 
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not fully convertible in the exchange markets. Non-convertibility poses challenges to 

international trade, leading to lengthier transaction times. It also implies restricted 

capital access, reduced financial market liquidity, and fewer business prospects. India, 

China, and Russia may introduce digital currencies in the near future, as evident from 

emerging signals. India could also aim to increase the proportion of euros and gold in 

its foreign exchange reserves. The country has various options to initiate the process 

of de-dollarization. Trading in national or digital currencies with Iran, EAEU, BRICS, 

and SCO members is poised to become a reality soon, commencing with transactions 

between Russia and India. The decline in the value of the US dollar is inevitable as 

major economic powers like China and India ascend. The ascent of Asia as an eco-

nomic juggernaut will elevate the worth of currencies such as the Yuan and the Indian 

rupee. The frequent deployment of the US dollar as a potential instrument to achieve 

foreign policy objectives would undoubtedly accelerate the de-dollarization process. 

Moreover, currency convertibility holds significant importance in global commerce as 

it enables governments to settle payments for goods and services smoothly. 

 

     Recently India and United Arab Emirates (UAE) have officially initiated trade 

using their respect, marking a significant shift away from the dominant use of the US 

dollar and international transactions. The Indian government announced a landmark 

transaction where in Indian oil Corporation purchased 1 million barrels of oil from the 

Abu Dhabi national oil company using Indian rupees instead of the US dollar this 

move comes on the heels of another notable event where a UAE gold exporter sold 25 

KG of gold to an Indian buyer for approximately 12.8 crores ($1.54 million)  in a 

similar currency to currency exchange. (Dumping the dollar: India, UAE begin trade 

in local currencies)  

 

     Indian Rupee being mostly stable against most of the international currencies ex-

cept for the US dollar, where it had volatility. But even in that case, compared to 

many other currencies, the Indian rupee has been far more stable even against the US 

dollar. 

 

     In 2022, India launched its own rupee trade settlement mechanism, a means allow-

ing countries that don't have enough dollars or cannot trade in dollars to trade in ru-

pees. It means that de-dollarization is not just a matter of risk aversion, but also a 

manifestation of the growing weight of trade by developing countries, especially 

emerging economies, in global trade.  

 

     While Washington has been luring India into its containment campaign against 

China, India's abandoning the US dollar in certain trade is significant. In fact, India's 

move is just the tip of the iceberg when it comes to the global de-dollarization trend, 

as confidence in the dollar has been on the decline among economies.  

 

     Given the fact that about a quarter of the world's population is directly affected by 

US financial sanctions, it is actually not surprising to see the de-dollarization push by 

other countries. Whether to evade US sanctions or to avoid becoming the next target, 

the US' abuse of its dollar hegemony has accelerated the loss of confidence in the 

dollar. 
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VII. Conclusion  
 

      The phenomenon of de-dollarization marks a pivotal shift in the global economic 

landscape, one that carries profound implications for national economies, internation-

al trade, and geopolitical dynamics. This comprehensive analysis highlights the multi-

dimensional impact of de-dollarization, particularly focusing on the Indian economy, 

global trade patterns, the strategic role of BRICS, and the geopolitical ramifications 

underscored by the Russia-Ukraine conflict. 

 

     For India, de-dollarization presents a double-edged sword. On one side, reducing 

dependency on the US dollar can potentially shield the Indian economy from the vola-

tility of US monetary policy and geopolitical decisions. This shift can lead to greater 

financial autonomy, reduced currency risk, and enhanced economic sovereignty. It 

may also lower transaction costs and foster stronger trade ties with countries engaged 

in similar de-dollarization efforts. Furthermore, using alternative currencies or a bas-

ket of currencies could stabilize import and export pricing, particularly in energy and 

commodity markets, which are critical for India's economic stability. 

 

     However, the transition is fraught with challenges. The US dollar's deep entrench-

ment in global finance means that moving away from it involves significant restruc-

turing of financial systems and trade mechanisms. India will need to develop robust 

financial infrastructure and secure bilateral agreements to facilitate the use of alterna-

tive currencies. Additionally, the liquidity and acceptance of these currencies on a 

global scale remain uncertain, posing risks to trade efficiency and economic predicta-

bility. 

 

     De-dollarization is also transforming global trade dynamics. Countries are increas-

ingly exploring alternatives to the US dollar to mitigate the influence of US economic 

policies and sanctions. This shift is leading to a more fragmented but potentially resil-

ient global trading system. Trade alliances and financial arrangements are being rede-

fined as nations seek to diversify their reserve holdings and reduce exposure to dollar-

related risks. 

 

     The diversification of reserve currencies could lead to a more balanced global 

economy, reducing the dominance of any single currency and promoting fairer trade 

practices. However, this transition also risks short-term instability as markets adjust to 

new norms. The introduction of multiple major currencies in global trade could com-

plicate pricing, hedging, and settlement processes, demanding new financial instru-

ments and regulatory frameworks. 

 

    The BRICS nations—Brazil, Russia, India, China, and South Africa—are at the 

forefront of the de-dollarization movement.   

 

     These nations are strategically leveraging their economic clout to advocate for a 

multipolar currency system. By conducting trade in local currencies and creating fi-

nancial mechanisms that bypass the dollar, BRICS is reducing dollar dependency and 

fostering greater economic resilience. The success of BRICS in this endeavour could 

serve as a blueprint for other emerging economies, accelerating the global de-

dollarization trend. 



 

 

 

154 

 

     The Russia-Ukraine war has notably intensified the de-dollarization momentum. 

Facing extensive sanctions from Western countries, Russia has aggressively pivoted 

away from the US dollar, increasing its reliance on alternative currencies such as the 

Chinese Yuan and the euro. This geopolitical maneuvering underscores the vulnera-

bility associated with over-reliance on a single currency and highlights the strategic 

imperatives driving de-dollarization. 

 

     Russia's experience serves as a potent example of how geopolitical conflicts can 

catalyze financial realignments. By diversifying its currency reserves and encouraging 

trade in non-dollar currencies, Russia is mitigating the impact of sanctions and setting 

a precedent for other nations facing similar geopolitical pressures. The war has thus 

acted as a catalyst, accelerating de-dollarization efforts  

 

     In conclusion, de-dollarization is a complex, multifaceted process with significant 

implications for national economies, global trade, and international relations. For 

India, it offers both opportunities and challenges, demanding careful navigation of 

financial and trade systems. Globally, the trend is leading to a more diversified and 

potentially stable economic order, albeit with transitional challenges. 

 

     The BRICS coalition plays a crucial role in driving this shift, advocating for a 

multipolar currency system and developing mechanisms to reduce dollar dependency. 

The Russia-Ukraine war has further highlighted the strategic imperatives of de-

dollarization, demonstrating how geopolitical conflicts can reshape financial align-

ments. 

 

      As de-dollarization progresses, it is essential for nations to collaborate on devel-

oping resilient financial infrastructures and regulatory frameworks to manage this 

transition smoothly. The shift towards a multipolar currency system holds the promise 

of a more balanced and equitable global economic order, provided it is managed with 

foresight and strategic cooperation. 
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