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BRICS Threat to USD Exaggerated   

“I find that … vague and unconvincing.” - Star Wars  

In a Nutshell: 

 Despite diplomatic couching around economic synergies, the BRICS Summit is at least in part an 

initiative (arguably Beijing-led) to de-couple from US, and diminish USD hegemony. 

 But the reality is, BRICS may merely check, not meaningfully challenge US and USD dominance. 

 For one the BRICS lack end-demand to be insulated from US/Western influence, if not reliance. 

 Second and crucially, BRICS currencies do not offer the requisite stability to function as a store 

of wealth, and hence cannot fulfil the key function of offering an alternative to USD reserves. 

 Finally, with divergent, if not diametrically opposed, economic, monetary and fiscal conditions as 

well as (geo-)political objectives, an effective BRICS bloc to assert influence is compromised. 

 All said, BRICS may at best enhance cooperative advantages, and attendant backstops, but not 

challenge the US-led and USD-based order. Economic heft is one thing, clout quite another! 

 

Of Diplomacy & (Tit-for-Tat) De-coupling 

For all the nuanced BRICS diplomacy couching challenges to US dominance as shared economic objectives 

and gains, there is no distracting from Beijing's desire to imply that two can play the "de-coupling" game; 

that is premised on achieving a multi-polar global order. In particular, as Beijing along with the rest of the 

BRICS continue to impresses;  

i) the need for greater G20 economic and diplomatic representation so as to counter-balance, 

if not de-couple from, US-led global agenda and;  

ii) and leads the way in attempts to diminish USD hegemony. 

 

Check, Not Existential Challenge 

But the BRICS in the current shape and form is at best an economic backstop built on mutual trade and 

investment interests, not a viable, competing financial bloc challenging USD dominance. In other words, 

BRICS may be an incremental counter-balance, but nowhere near an existential challenge to US 

influence and USD dominance. Here's why. 

 

1. Demand Not De-coupled 

First, insofar that end-demand remains tilted to the West, there is a certain incompleteness to 

presuppositions economic decoupling. Pointedly, despite the fanfare about rapid rise in BRICS share 

of the global economy to over 30% from 20% two decades ago. selling to each other will not suffice for 

BRICS to de-couple from Western (and US) demand. Especially given the stark (and disproportional) 

disparities in purchasing power and propensity to consume. And this is even without considering 

technological and network advantages retained by the US and West, which further augment disparities in 

factors of production. 
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2. No ‘R’ Fit to Replace USD 

Second, despite incremental incentives to hold (increased) "working capital pools" of BRICS 

currencies for bi-lateral, non-USD trade settlements, none of the BRICS currencies - not the Real, 

Ruble, Rupee, Reminbi, Rand - offer stable wealth preservation. Fact is, with an abysmal track record 

of steep losses over the years amid bouts of sharp volatility, none of the 'R' currencies of the BRICS 

offer a compelling alternative to 'R'eplace the USD.  

 

Not beyond the low-hanging fruits of having some of the “working capital” FX in each other’s 

currencies, which is unlikely to grow exponentially. Whereas, with wealth preservation highly unlikely 

to be denominated in BRICS (or Global South) currencies, any serious challenge to USD dominance 

is critically undermined. Upshot being, an effective BRICS threat to the USD is exaggerated. 

 

3. Divisions Compromise Decisive Influence 

Finally, economic, fiscal, monetary and (geo-)political differences (if not outright mis-alignment) across 

the BRICS will hamper more meaningful bloc-type integration. Consequently, this compromises the 

ability of BRICS to effectively function as a collective economic/diplomatic body so as to decisively 

influence global economics.  

 

Mistaking Economic Heft for Clout 

All said, BRICS, while on the right track in terms of identifying synergies/common goals to enhance 

advantages from cooperation, appear to be misguided in attempting to undermine the USD. And at the 

end of the day, any challenge of US and USD by BRICS is “vague and unconvincing” primarily because 

collective economic heft is not the same as effective economic/financial clout. 
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Important Information 
This publication has been prepared by Mizuho Bank, Ltd. (“Mizuho”) and represents the views of the author.  It has not been prepared by an 
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investment research.  
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This publication has been prepared by Mizuho solely from publicly available information. Information contained herein and the data 
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information, data or any computations based thereon are accurate or complete. This publication provides general background information 
only. It is information in summary form and does not purport to be complete. This publication has been prepared for information purposes 
only and is not intended by Mizuho or its affiliates to constitute investment, legal, accounting, tax or other advice of any kind and all recipients 
of this publication are advised to contact independent advisors in order to evaluate the publication, including, without limitation, the suitability 
of any security, commodity, futures contract or instrument or related derivative (hereinafter, a “financial instrument”), product or strategy 
herein described. This publication is not intended to be relied upon as advice to investors or potential investors and does not take into 
account investment objectives, financial situation or needs of any particular investor. It is not intended for persons who are Retail Clients 
within the meaning of the United Kingdom’s Financial Conduct Authority rules nor for persons who are restricted in accordance with US, 
Japanese, Singapore or any other applicable securities laws. 
 
This publication has been prepared for information purposes only and is not intended by Mizuho to market any financial instrument, product 
or service or serve as a recommendation to take or refrain from taking any particular course of action or participate in any trading or other 
strategy. This publication is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or any of the assets, businesses 
or undertakings described herein, or any other financial instrument, nor is it an offer to participate in any trading or other strategy, nor a 
disclosure document under applicable laws, rules, regulations or guidelines. Nothing contained herein is in any way intended by Mizuho or its 
affiliates to offer, solicit and/or market any financial instrument, product or service, or to act as any inducement to enter into any contract or 
commitment whatsoever.  Neither the author, Mizuho nor any affiliate accepts any liability whatsoever with respect to the use of this 
publication or its contents or for any errors or omissions herein. 
Mizuho and its affiliates, connected companies, employees or clients may take the other side of any order by you, enter into transactions 
contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any 
securities mentioned herein or derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of 
those securities or financial instruments. 
 
All of the information contained in this publication is subject to further modification without prior notice and any and all opinions, forecasts, 
projections or forward-looking statements contained herein shall not be relied upon as facts nor relied upon as any indication of future 
results. Opinions stated in this publication are subject to change without notice. Future results may materially vary from such opinions, 
forecasts, projections or forward-looking statements. The information contained in this publication may not be current due to, among other 
things, changes in the financial markets or economic environment. Mizuho has no obligation to update any information contained in this 
publication. Past performance is not indicative of future performance.  
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intended for distribution to, or use by, any person other than the named addressee or any person or entity in any jurisdiction or country where 
such distribution or use would be contrary to law or regulation. Save with Mizuho’s prior written consent, you may not disclose, divulge, 
reproduce or furnish any information contained herein to any other party. Please notify the sender immediately if you have mistakenly 
received this publication. 
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