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1 BACKGROUND ON SPECIAL DRAWING RIGHTS  

Special Drawing Rights (SDRs) are an international reserve asset created by the International Monetary 

Fund (IMF) in 1969 to supplement the existing official reserves of its member countries1.  The creation of 

SDRs originates from concerns around the shortages of liquidity in the fixed exchange rate under the 

Bretton Woods system. By increasing the reserve assets of member countries, countries can decrease their 

dependence on domestic and external debt and grow their national savings, enabling them to trade globally 

and become more financially resilient. 

Following its creation, in 1970, the first general allocationðSDRs 9.3 billionðwas allocated among IMF 

members and have since then been periodically allocated in proportion to membersô respective quotas2.  

SDRs are neither a currency nor a claim on the IMF, but rather a basket of international currencies including 

the US dollar, the Pound Sterling, the Japanese Yen, the Euro and the Chinese Renminbi3.  The IMF sets 

the value of the SDR daily, based on a fixed currency amount of those currencies as well as the daily market 

exchange rates between those currencies in the SDR basket4.  Holding this basket of major currencies 

helps the IMF manage the exchange rate volatility of any single currency. SDRs are particularly unique as 

they do not create additional debt for a recipient country, and they come with no conditionality.  

It is important to note that when an IMF member country receives an SDR allocation, the country receives 

unconditional liquidity represented by an interest-bearing reserve asset (SDR holding) and a corresponding 

long-term liability to the SDR Department (SDR allocation)5.  A country receives interest on its SDR holdings 

and pays interest based on their allocation position. Thus, SDRs are treated as both an asset and a liability. 

If a country gives away their SDRs (lending, donating or exchanging for another currency), that country 

incurs a cost equivalent to the interest rate set out by the IMF. Therefore, most countries choose to lend 

their SDRs rather than donate them in order to offset the cost of the interest rate with the interest they 

receive from their loans.  

SDRs can be traded for freely usable currencies between IMF members through voluntary trading 

agreements which are facilitated by the IMF to supplement existing reserves or to meet balance of 

payments issues. If, for instance, a country is running low on foreign currencyðsuch as the US dollarðthat 

country can exchange its SDRs for the needed currency. Member countries can also use SDRs to pay off 

loans, sell their SDRs or hold them as part of their foreign exchange reserves. Argentina for instance has 

used SDRs to partially pay off their debt to the IMF, Senegal has used its allocation for public expenditure 

and countries such as Iraq, Mauritania and Djibouti have exchanged their SDRs for hard currency. 

When the SDR holdings position of the country equals its allocations position, interest received would 

balance the interest paid out. When a member country trades SDRs for freely usable foreign currency, their 

holdings fall below their allocations. That country then pays more interest than it receives based on the 

SDR interest rate.  

 
1 Special drawing rights. IMF. (n.d.). Retrieved from https://www.imf.org/en/Topics/special-drawing-right 
2 International Monetary Fund . (2021, August 23). Questions and answers on special drawing rights. IMF. Retrieved from 
https://www.imf.org/en/About/FAQ/special-drawing-right#Q1.%20What%20is%20an%20SDR 
3 Corporate Finance Institute. (2022, November 7). What are Special Drawing Rights (SDR). Corporate Finance Institute Team . 
Retrieved from https://corporatefinanceinstitute.com/resources/economics/special-drawing-rights-sdr/ 
4 International Monetary Fund . (2021, August 23). Questions and answers on special drawing rights. IMF. Retrieved from 
https://www.imf.org/en/About/FAQ/special-drawing-right#Q1.%20What%20is%20an%20SDR 
5 Corporate Finance Institute. (2022, November 7). What are Special Drawing Rights (SDR). Corporate Finance Institute Team . 
Retrieved from https://corporatefinanceinstitute.com/resources/economics/special-drawing-rights-sdr/ 
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1.1 Defining the value of SDRs  

The SDR was initially defined as equivalent to 0.888671 grams of fine goldτwhich, at the time, was also 

equivalent to one U.S. dollar.6 After the breakdown of the Bretton Woods system, the floating exchange 

rates among the major currencies also made the previous practice of valuing the SDR only in terms of the 

US dollar anomalous. The viable alternative was to value the SDR as equal to a basket of major currencies, 

i.e. those currencies mentioned above.  

The currencies are chosen depending on how widely they are traded in the international exchange 

markets, and are reviewed and adjusted by the IMF executive board every five years.7 For example, in 

May 2022 it raised the U.S. currency's weighting to 43.38% from 41.73% and the yuan to 12.28% from 

10.92%.8 The euro's weighting declined to 29.31% from 30.93%, the yen's fell to 7.59% from 8.33% and 

the pound fell to 7.44% from 8.09% starting from August 19. These currency amounts remain fixed over 

the five-year SDR valuation period but the actual weights of currencies in the basket fluctuate as cross-

exchange rates among the basket currencies move.10  

1.2 Global Allocation of SDRs in 2021  

Under the Articles of Agreement,, the IMF has the power to establish unconditional liquidity, known as 

άƎŜƴŜǊŀƭ ŀƭƭƻŎŀǘƛƻƴǎέΣ ƻŦ {5wǎ ǘƻ ƳŜƳōŜǊ ŎƻǳƴǘǊƛŜǎΦ The largest and most recent SDR allocation was on 

August 23, 2021 where the IMF allocated SDR 456.5 billion (or 650 billion USD) to boost global liquidity 

and support members in their post-COVD 19 recovery.11  Unfortunately, as general allocations are 

distributed to IMF member countries according to their quota, low-income countries and emerging 

markets received a mere 42.3% (approximately 275 billion USD) of the share.12 In fact, African countries 

received roughly 33 billion USD, which is approximately 5% of the total August 2021 allocation, a sharp 

contrast to high-income countries such as the United States that received 113 billion USD, or 17% of the 

total allocation. 13 This has sparked debate on the dire need for reform of the quota system and for more 

innovative mechanisms for channeling SDRs. 

 

 

 
6 International Monetary Fund. (1979, January 1). The SDR as a basket of currencies. IMF eLIBRARY. Retrieved from 
https://www.elibrary.imf.org/view/journals/024/1979/004/article-A001-en.xml  
7 Ibid 
8 Xinhua. (2022, May). IMF lifts weighting of RMB, dollar in SDR Currency Basket. Xinhua. Retrieved from 
https://english.news.cn/20220515/a5784acc49ad42b9beb49de1841e9852/c.html  
9Bloomberg News. (2022, May 15). IMF raises Yuan's weighting in SDR Basket amid weakness. Retrieved from 
https://www.bloomberg.com/news/articles/2022-05-15/imf-raises-yuan-s-weighting-in-sdr-currency-basket-pboc-says  
10International Monetary Fund. (n.d.). What is the SDR? IMF. Retrieved from 
https://www.imf.org/en/About/Factsheets/Sheets/2023/special-drawing-rights-sdr  
11 International Monetary Fund (2021, August 23). Questions and answers on special drawing rights. IMF. Retrieved from 
https://www.imf.org/en/About/FAQ/special-drawing-right#Q1.%20What%20is%20an%20SDR  
12 International Monetary Fund (2021, August 23). Questions and answers on special drawing rights. IMF. Retrieved from 
https://www.imf.org/en/About/FAQ/special-drawing-right#Q1.%20What%20is%20an%20SDR  
13 Warah, R. (2021, December 15). Recycled SDRs could boost Africa's economic recovery. ONE. Retrieved from 
https://www.one.org/africa/blog/sdrs-africa-economic-recovery/  

https://www.imf.org/external/pubs/ft/aa/index.htm
https://www.elibrary.imf.org/view/journals/024/1979/004/article-A001-en.xml
https://english.news.cn/20220515/a5784acc49ad42b9beb49de1841e9852/c.html
https://www.bloomberg.com/news/articles/2022-05-15/imf-raises-yuan-s-weighting-in-sdr-currency-basket-pboc-says
https://www.imf.org/en/About/Factsheets/Sheets/2023/special-drawing-rights-sdr
https://www.imf.org/en/About/FAQ/special-drawing-right#Q1.%20What%20is%20an%20SDR
https://www.imf.org/en/About/FAQ/special-drawing-right#Q1.%20What%20is%20an%20SDR
https://www.one.org/africa/blog/sdrs-africa-economic-recovery/
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Figure 1: Percent Share of IMF 2021 Special Drawing Rights Allocation14 

In addition to SDRs being held by IMF member countries, select official entities, referred to as άǇǊŜǎŎǊƛōŜŘ 

ƘƻƭŘŜǊǎέ can hold and use SDRs. As of today, there are twenty prescribed holders including: four central 

banks (European Central Bank (ECB), Bank of Central African States (BEAC), Central Bank of West African 

States (BCEAO), and Eastern Caribbean Central Bank (ECCB)), three intergovernmental monetary 

institutions (Bank for International Settlements (BIS), Latin American Reserve Fund (FLAR), and the Arab 

Monetary Fund (AMF)) and thirteen development institutions (African Development Bank (AfDB), African 

Development Fund (ADF), Asian Development Bank (ADB), International Bank for Reconstruction and 

Development (IBRD) and the International Development Association (IDA ς both part of the World Bank 

Group (WB)), Islamic Development Bank (IsDB), Nordic Investment Bank (NIB), Caribbean Development 

Bank (CDB), the Development Bank of Latin America (also known as Corporacion Andina de Fomento or 

CAF), the European Bank for Reconstruction and Development (EBRD), the European Investment Bank 

(EIB) , the Inter-American Development Bank (IADB) and the International Fund for Agricultural 

Development (IFAD).15  The Inter-American Development Bank (IDB), the European Bank for 

Reconstruction and Development (EBRD), the European Investment Bank (EIB), the Caribbean 

 
14 Adapted from: African Development Bank. (2022, April 15). Special drawing rights and reallocation for low income 
countriesτthe African Development Bank and IMF special drawing rights. Special Drawing Rights and Reallocation for Low 
Income CountriesτThe African Development Bank and IMF Special Drawing Rights. Retrieved from 
https:// www.afdb.org/en/documents/special-drawing-rights-and-reallocation-low-income-countries-african-development-
bank-and-imf-special-drawing-rights 
15 International Monetary Fund . (2023, February 21). IMF Executive Board approves the applications of five institutions to 
become holders of special drawing rights. IMF Press Release No. PR2347. Retrieved from 
https://www.imf.org/en/News/Articles/2023/02/21/exec-board-approves-applications-5-institutions-become-holders-sdr  

https://www.imf.org/en/News/Articles/2023/02/21/exec-board-approves-applications-5-institutions-become-holders-sdr
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Development Bank (CDB), and the Latin American Development Bank (CAF) were recently approved to be 

prescribed holders in February 2023. 

1.3 Chinaôs Commitment to Allocate SDRs to Africa  

SDRs are a unique opportunity for African countries to recover from the effects of the COVID-19 pandemic 

and to continue to work towards meeting the continent's developmental goals and priorities as set out in 

Agenda 2063.  

During the eighth Forum on China-Africa Cooperation (FOCAC) held in Senegal in November 2021, Chinese 

tǊŜǎƛŘŜƴǘ ·ƛ WƛƴǇƛƴƎ ǇƭŜŘƎŜŘ ǘƻ ǊŜŀƭƭƻŎŀǘŜ мл ōƛƭƭƛƻƴ ¦{5 ƻǊ ƻƴŜ ǉǳŀǊǘŜǊ ƻŦ /ƘƛƴŀΩǎ пл ōƛƭƭƛƻƴ USD allocation 

to the Africa continent, drastically surpassing in percentage terms the pledges made by OECD countries 

such as France that pledged 20%.16 5ǳǊƛƴƎ ǘƘŜ нлнн ²ƻǊƭŘ .ŀƴƪκLaC {ǇǊƛƴƎ aŜŜǘƛƴƎǎΣ ǘƘŜ tŜƻǇƭŜΩǎ .ŀƴƪ 

of China (PBo/ύ ŀƴƴƻǳƴŎŜŘ ǘƘŀǘ /Ƙƛƴŀ ǿƛƭƭ ǎǳǇǇƻǊǘ ǘƘŜ LaCΩǎ tƻǾŜǊǘȅ wŜŘǳŎǘƛƻƴ ŀƴŘ DǊƻǿǘƘ ¢Ǌǳǎǘ όtwD¢ύ 

and Resilience and Sustainability Trust (RST) by on-lending part of the 10 billion USD, focusing on 

supporting low-income countries, in particular, African countries.17  

China, as one of the top financing partners in the continent and the number one bilateral trading partner, 

Ƙŀǎ ōŜŜƴ ŀ ƪŜȅ ǇƭŀȅŜǊ ƛƴ ŀŎƘƛŜǾƛƴƎ ǘƘŜ ŎƻƴǘƛƴŜƴǘΩǎ Ǝƻŀƭǎ ŀƴŘ ŀǎǇƛǊŀǘƛƻƴǎΦ /ƘƛƴŀΣ ƛƴ ƭƛƎƘǘ ƻŦ ǘƘƛǎ 

announcement at FOCAC, has the opportunity to reallocate those SDRs either bilaterally or through 

different institutions. This options paper presents those different options for reallocation. 

 

 

 

 

 

 

 

 
16 Ministry of Foreign Affairs of the People's Republic of China. (2021, November 30). Forum on China-Africa cooperation Dakar 
Action Plan (2022-2024). Retrieved from 
https://www.fmprc.gov.cn/mfa_eng/wjdt_665385/2649_665393/202112/t20211202_10461183.html ; Reuters. (2022, 
December 2). BreakingviewsτFrance to release 5 BLN Euros of SDRs  to vulnerable countries under G20 programme. Reuters. 
Retrieved from https://www.reuters.com/breakingviews/france-release-5-bln-euros-sdrs-vulnerable-countries-under-g20-
programme-2022-12-02/  

17 tŜƻǇƭŜΩǎ .ŀƴƭ ƻŦ /Ƙƛƴŀ ώ] (2022, April 22) People's Bank of China Governor Yi Gang Attends the 45th 

International Monetary and Financial Committee Meeting by Video [ 45

]. Retrieved from http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/4535591/index.html  

https://www.fmprc.gov.cn/mfa_eng/wjdt_665385/2649_665393/202112/t20211202_10461183.html
https://www.reuters.com/breakingviews/france-release-5-bln-euros-sdrs-vulnerable-countries-under-g20-programme-2022-12-02/
https://www.reuters.com/breakingviews/france-release-5-bln-euros-sdrs-vulnerable-countries-under-g20-programme-2022-12-02/
http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/4535591/index.html
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2 METHODOLOGY 

This Options Paper sets out five options on how China can reallocate their SDRs to the African continent. 

The paper looks into the opportunities and challenges of each option and critically assesses each one 

based on bespoke criteria that reflect the interests and priorities of both Chinese and African stakeholders, 

explained below.  

The five options are:  

1. Reallocating SDRs through bilateral transfers 

2. wŜŀƭƭƻŎŀǘƛƴƎ {5wǎ ǘƘǊƻǳƎƘ ǘƘŜ !ŦǊƛŎŀƴ 5ŜǾŜƭƻǇƳŜƴǘ .ŀƴƪΩǎ (AfDB) Hybrid Capital Instrument (HCI), 
Africa Growing Together Fund (AGTF) and Climate Action Window (CAW) 

3. wŜŀƭƭƻŎŀǘƛƴƎ {5wǎ ǘƘǊƻǳƎƘ ǘƘŜ LaCΩǎ tƻǾŜǊǘȅ wŜŘǳŎǘƛƻƴ ŀƴŘ DǊƻǿǘƘ ¢Ǌǳǎǘ όtwD¢ύ ŀƴŘ wŜǎƛƭƛŜƴŎŜ 
and Sustainability Trust (RST)  

4. Reallocating SDRs through the World Bank (WB) 

5. Exploring reallocation of SDRs through Non-Prescribed Holders: specifically, The Liquidity and 
Sustainability Facility (LSF)  
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This options paper brings together several sources of evidence. The paper has analyzed various reports 

and official documents of the IMF and several MDBs including the World Bank and the African 

Development Bank as well as publications of think-tanks and research institutions including the Center for 

Global Development (CGD) and Finance for Development Lab (FDL), to mention a few. Official websites of 

relevant African institutions, African and Chinese government agencies for press releases and research 

reports as well as articles and commentaries produced by African and Chinese scholars, think tanks and 

research institutions have also been analyzed. In addition, six in-depth interviews were conducted with 

officials from a range of countries that are working directly or have worked directly on the different 

options that are examined in this paper. 

 

Figure 2Υ /ƘƛƴŀΩǎ hǇǘƛƻƴǎ ŦƻǊ /ƘŀƴƴŜƭƛƴƎ {5wǎ ǘƻ !ŦǊƛŎŀΦ 



 

7 
 

3 AFRICAN VIEWS ON SDRS  

SDRs are beneficial to African countries for numerous reasons.  

First, SDRs are unconditional. This means that African countries can use their SDRs how they see fit. This 

gives governments, who understand the needs and priorities of their countries the most, the freedom to 

use those SDRs in areas they believe will have the most impact.  

Second, SDRs are critical in emergency responses by providing liquidity to countries when they need it. 

African countries that have used their SDR allocation for pandemic spending is a case in point.  

Third, as African countries continue to struggle with foreign currency challenges, SDRs can be utilized as 

a tool to avoid an overdependence on the US dollar and a great diversification of reserved assets.  

Fourth, when an African country uses their SDRs, their holdings fall below their allocations which means 

that country has to pay an SDR interest rate. Although this cost is unfortunate, for African countries it can 

be beneficial because the SDR interest rate is quite low compared to alternative sources of financing 

(currently at around 3%).18 If a country decides to use their SDRs and pay this interest rate, it means that 

these countries are borrowing at high-income country borrowing costs. 19 

3.1 Usage and Distribution of SDRs on the Continent  

Unfortunately, as mentioned earlier, SDRs in general, and the latest allocation of SDRs, are unevenly 

distributed amongst IMF member countries, with African countries receiving a small percentage due to 

!ŦǊƛŎŀƴ ŎƻǳƴǘǊƛŜǎΩ ǎƳŀƭƭ ŜŎƻƴƻƳƛŎ ǎƛȊŜ versus others. This uneven distribution, however, can also be seen 

ƻƴ ǘƘŜ !ŦǊƛŎŀƴ ŎƻƴǘƛƴŜƴǘΣ ǿƛǘƘ {ƻǳǘƘ !ŦǊƛŎŀ ŀƴŘ bƛƎŜǊƛŀ ǘƻƎŜǘƘŜǊ ƘƻƭŘƛƴƎ ƳƻǊŜ ƻŦ !ŦǊƛŎŀΩǎ {5w ǘƘŀƴ но ƻŦ 

ǘƘŜ ŎƻƴǘƛƴŜƴǘΩǎ ƭƻǿŜǎǘ-income countries.20 To put this into perspective, in the latest 650 billion USD SDR 

allocation, South Africa received 4.15 billion USD equivalent SDRs while Sao Tome and Principe received 

the least - at approximately 20 million USD equivalent, with the average allocation for African countries 

at 623 million USD.21  

African governments have spent much more than this on economic and health recovery measures in 2020 

and 2021. Analysis by Development Reimagined shows that African countries have spent approximately 

130 billion USD in 2020 and 2021 to manage COVID-19, which is on average 2.4 billion USD per African 

country.22 Therefore, the 0.6 billion average allocation is not much at all.    

 
18International Monetary Fund. (2023, March 5). SDR interest rate calculation. Retrieved from 
https://www.imf.org/external/np/fin/data/sdr_ir.aspx  
19 tŀŘǳŀƴƻΣ {ǘŜǇƘŜƴΦ ά{5w wŜǇƻǊǘ LƴǘŜǊǾƛŜǿ Φέ о aŀǊΦ нлноΦ  
20 Warah, R. (2021, October 6). SDRs: A shot in the arm for African economies? ONE Africa. Retrieved from 
https://www.one.org/africa/blog/special-drawing-rights-sdrs-africa/  
21 International Monetary Fund . (2021, August). 2021 General SDR Allocation. IMF. Retrieved from 
https://www.imf.org/en/Topics/special-drawing-right/2021-SDR-Allocation anŘ !ǳǘƘƻǊΩǎ ŀƴŀƭȅǎƛǎ 
22 Development Reimagined. (2022, January 14). African countries had to spend billions to manage COVID-19 in 2021. 
Development Reimagined. Retrieved from https://developmentreimagined.com/2022/01/14/africancountriesspending/  

https://www.imf.org/external/np/fin/data/sdr_ir.aspx
https://www.one.org/africa/blog/special-drawing-rights-sdrs-africa/
https://www.imf.org/en/Topics/special-drawing-right/2021-SDR-Allocation
https://developmentreimagined.com/2022/01/14/africancountriesspending/


   

8 
 

¢ƘŜ ŦƛƎǳǊŜ ōŜƭƻǿ ƛǎ ŀ ǎƛƳǳƭŀǘƛƻƴ ƻŦ ǘƘŜ άƭŀǊƎŜέ {5w ƛǎǎǳŀƴŎŜǎ ǘƻ !ŦǊƛŎŀƴ ŎƻǳƴǘǊƛŜǎ ŎƻƳǇŀǊŜŘ ǘƻ /h±L5-19 

budgets that were set aside by African governments in 2020. These allocations are not sufficient to even 

ƳŜŜǘ ǘƘŜ ŎƻƴǘƛƴŜƴǘΩǎ ǎƘƻǊǘ ǘŜǊƳ ŦƛƴŀƴŎƛƴƎ ƴŜŜŘǎ.  

!ƭǘƘƻǳƎƘ Ƴŀƴȅ ŎƻƴǎƛŘŜǊ !ŦǊƛŎŀΩǎ {5w ŀƭƭƻŎŀǘƛƻƴ ŀƴŘ ƛǘǎ ŘƛǎǘǊƛōǳǘƛƻƴ ǿƛǘƘƛƴ ǘƘŜ ŎƻƴǘƛƴŜƴǘ ǘƻ ōŜ ǳƴŦŀƛǊΣ {5wǎ 

nonetheless have critical macroeconomic benefits for African countries. In fact, a closer look at the data 

shows that African countries have used their SDRs more than any other region, with a take up rate of close 

to 90%.23 Over 50% of African countries have used their SDRs to supplement their national budgets as well 

as to bolster their foreign reserves (33.9%) and to support pandemic spending (22.6%).24 African countries 

have also used their SDRs on debt servicing, social measures, public investment, and economic recovery 

to mention a few. This clearly demonstrates that African countries are committed to effectively using their 

SDRs. This increases the case for a greater reallocation of SDRs.  

 

 

 

 
23 This is from analysis of 47 out of 54 African countries  
24  International Monetary Fund. (n.d.). SDR-Tracker. IMF. Retrieved from https://www.imf.org/en/Topics/special-drawing-
right/SDR-Tracker ; ONE Data. (2023, March). Data Dive: Special Drawing Rights. ONE Data & Analysis. Retrieved from 
https://data.one.org/data-dives/sdr/ ŀƴŘ !ǳǘƘƻǊΩǎ ŀƴŀƭȅǎƛǎ 

Figure 3: Distribution of SDRs. 

https://www.imf.org/en/Topics/special-drawing-right/SDR-Tracker
https://www.imf.org/en/Topics/special-drawing-right/SDR-Tracker
https://data.one.org/data-dives/sdr/
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3.2 African Priorities and Strategic Considerations  

As China (and other countries) explore the different avenues for channeling SDRs to the continent, African 

ǇǊƛƻǊƛǘƛŜǎ ŀƴŘ ƛƴǘŜǊŜǎǘǎ ƴŜŜŘ ǘƻ ōŜ ŎƭŜŀǊƭȅ ǳƴŘŜǊǎǘƻƻŘΦ ¢ƘŜ ŎƻƴǘƛƴŜƴǘΩǎ ŎƻǊŜ ŘŜǾŜƭƻǇƳŜƴǘŀƭ ŦǊŀƳŜǿƻǊƪ- 

Agenda 2063 provides a clear roadmap of the continent's aspirations, goals and steps to achieving the 

Africa envisioned by all 55 countries. Agenda 2063 takes into consideration the ongoing structural 

transformation, economic growth and social progress and emerging development and investment 

opportunities on the continent. Each priority area of Agenda 2063 is also inextricably linked to the 

Sustainable Development Goals (SDGs) and the African Continental Free Trade Area (AfCFTA) which was 

the theme of this yearΩǎ !ŦǊƛŎŀƴ ¦ƴƛƻƴ {ǳƳƳƛǘ ά¢he Year of AfCFTA: Acceleration of the African 

/ƻƴǘƛƴŜƴǘŀƭ CǊŜŜ ¢ǊŀŘŜ !ǊŜŀ LƳǇƭŜƳŜƴǘŀǘƛƻƴέΦ 25 

Another key area of focus for the continent is the establishment of an African Monetary Fund (AMF), an 

African Investment Bank (AIB) and an African Central Bank (ACB), institutions that are vital for providing 

robust debt solutions on the continent. Africa is the only region in the world that does not have its own 

monetary fund. The purpose of the AMF is to facilitate the integration of African economies through 

 
25 African Union. (n.d.). African Union: An integrated, prosperous and peaceful Africa. Retrieved from 
https://au.int/en/summit/36  

Figure 4: African Countries SDR Allocation. 

https://au.int/en/summit/36
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greater monetary integration and remove trade restrictions. The AMF will become a pool for the reserves 

of the ACB and the currencies of all AU member states. The AMF is vital for the continent and will serve 

ŀǎ !ŦǊƛŎŀΩǎ ƻǿƴ LaCΣ essentially  a lender of last resort for African countries and have the power to survey 

the macro-economic conditions of AU member states.26  The AIB on the other hand will mobilize resources 

from capital markets within and outside of the continent, promote both private and public investment 

and provide technical assistance and investment for development projects.  

In addition, another priority for the continent is the establishment of a Pan-African Payments and 

Settlement System (PAPSS) launched by the African Export-Import Bank (Afreximbank) and the AfCFTA 

secretariat in 2022. PAPSS is a system that facilitates cross-border payments in local currencies between 

African countries, allowing African countries to conduct transactions without the need for hard currency.27 

African countries continue to prioritize economic diversification, industrialization, domestic resource 

mobilization, increased exports and digitalization, all with the focus of a structural transformation 

approach to development.  

It is also important to underscore that one of the benefits of reallocating SDRs to African institutions such 

as the African Development Bank is that these institutions have the priorities of African countries 

embedded in their work. For instance, AfDB has High Five priority areas that are linked to the SDGs, 

!ƎŜƴŘŀ нлсоΣ ǘƘŜ .ŀƴƪΩǎ ¢Ŝƴ-Year Strategy (TYS) and other global commitments.28 The high fives are 

centered around energy, agriculture, industrialization, integration and quality of life.  

 

 

 

 

 

 

 

 

 

 
26 African Union. (n.d.). Protocol on the establishment of the African Monetary Fund. Protocol on the Establishment of the 
African Monetary Fund | African Union. Retrieved from https://au.int/en/treaties/protocol-establishment-african-monetary-
fund  
27 Muya, C. (2022, April 20). Why PAPSS is a life changer for African Business: ABSA CIB. Absa. Retrieved from 
https://cib.absa.africa/home/insights-and-events/why-papss-is-a-game-changer-for-african-business/  
28 African Development Bank. (n.d.). The high 5s. African Development Bank . Retrieved from https://www.afdb.org/en/high5s  

https://au.int/en/treaties/protocol-establishment-african-monetary-fund
https://au.int/en/treaties/protocol-establishment-african-monetary-fund
https://cib.absa.africa/home/insights-and-events/why-papss-is-a-game-changer-for-african-business/
https://www.afdb.org/en/high5s
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4 CHINESE VIEWS ON SDRS  

4.1 Chinaôs strategic considerations: broaden the use of SDRs and 

enhancing RMB in the international monetary system.  

In October 2016, the IMF formally added the RMB to the basket of currencies that define the value of the 

SDR.29 As these currencies are selected based on their wide range of use in international trade and finance, 

ƛǘ ƳŀǊƪŜŘ ŀƴ ƛƳǇƻǊǘŀƴǘ ƳƛƭŜǎǘƻƴŜ ƻŦ ǘƘŜ wa.Ωǎ ǊƻǳǘŜ ǘƻ ƛƴǘŜǊƴŀǘƛƻƴŀƭƛȊŀǘƛƻƴΣ ŀ ǎǘǊŀǘŜƎƛŎ ƻōƧŜŎǘƛǾŜ ǘƘŀǘ 

China had begun pursuing in the aftermath of the 2008 financial crisis. The goal was to increase the use 

of the RMB in global trade, reserve-inholding, and overseas investment in order to reduce world reliance 

on the U.S. dollar and stabilize the international monetary environment.30  

Given the small share of the RMB in the global foreign exchange reserves31 and the low level of financial 

liberalization32, some observers argued that the short-ǘŜǊƳ ƛƳǇƭƛŎŀǘƛƻƴ ƻŦ wa.Ωǎ ƛƴŎƭǳǎƛƻƴ ƛƴ ǘƘŜ ōŀǎƪŜǘ 

was more symbolic than substantive. From a long-term perspective, however, the inclusion in the SDR 

basket could be perceived as the IMF having recognized the RMB as a freely usable currency33 and 

provided a justification for foreign central banks, particularly in countries having close trade ties with 

China, to increase the RMB share in their reserve holdings in the future.34 In the long-term, reserve 

ŎǳǊǊŜƴŎȅ ǎǘŀǘǳǎ ŎƻǳƭŘ ŎƻƴŦŜǊ ǎŜǾŜǊŀƭ ōŜƴŜŦƛǘǎ ƛƴŎƭǳŘƛƴƎ ƭƻǿŜǊƛƴƎ /ƘƛƴŀΩǎ ōƻǊǊƻǿƛƴƎ Ŏƻǎǘ ƛƴ ǘƘŜ 

international financial market and helping to mitigate capital outflows from external shocks.35 While China 

continues to gain more influence in international trade and finance, the inclusion of the RMB in the SDR 

 
29 Central Banking. (2021, August). The Renminbi's inclusion in the SDR adds impetus to its internationalisation. Central Banking. 
Retrieved from https://www.centralbanking.com/central-banks/currency/7863626/the-renminbis-inclusion-in-the-sdr-adds-
impetus-to-its-internationalisation  
30 Hong Kong University of Science and Technology. (n.d.). wŜƴƳƛƴōƛ LƴǘŜǊƴŀǘƛƻƴŀƭƛȊŀǘƛƻƴΥ ¢ƘŜ tǊƻǎǇŜŎǘǎ ƻŦ /ƘƛƴŀΩǎ ¸ǳŀƴ ŀǎ ǘƘŜ 
Next Global Currency. HKUST IEMS. Retrieved from https://iems.ust.hk/publications/thought-leadership-briefs/renminbi-
internationalization-the-prospects-of-chinas-yuan-as-the-next-global-currency  
31 The renminbi's share of the world's foreign exchange reserves was 2.88% by the second quarter of 2022, up from 1.08% 
when it was first included in the IMF's special drawing rights basket in Q4 2016. Choi 08 Dec 2022, J. (2022, December 8). RCEP 
and Renminbi's role as a reserve currency. Central Banking. Retrieved from https://www.centralbanking.com/central-
banks/reserves/foreign-exchange/7953921/rcep-and-renminbis-role-as-a-reserve-
currency#:~:text=The%20renminbi's%20share%20of%20the,rights%20basket%20in%20Q4%202016  
32 Reuters (2015, November 10). China Finance: RMB's SDR membership is more symbolic, local currency internationalisation 

can be regionalised first, according to expert [ SDR Ǎ -- ]. 

Retrieved from https://www.reuters.com/article/idCNL3S1343QU20151110  
33 A freely usable currency is defined by the IMF to be widely used to make payments for international transactions and to be 
widely traded in the major exchange markets. In other words, the currency is not strictly required to be a fully convertible 
currency, in which case RMB meets the criterion. Note that the JPY also only became fully convertible in 1980, two years after 
being declared freely usable by the IMF ;Zhuang, A., & Svendsen, A. (2015). CNY: the SDR basket and its implications. Nordea 
Research. Retrieved from https://corporate.nordea.com/api/research/item/23212.pdf  

34 Jiang N. (2015, NOvember 10). Jiang Nan: The RMB Evolution of the SDR [ SDR ]. Retrieved from 

http://www.imi.ruc.edu.cn/IMIsd/gjjr/0df09b0e07964a59bc551abbd7142ef4.htm  
35 Zhuang, A., & Svendsen, A. (2015). CNY: the SDR basket and its implications. Nordea Research. Retrieved from 
https://corporate.nordea.com/api/research/item/23212.pdf  

https://www.centralbanking.com/central-banks/currency/7863626/the-renminbis-inclusion-in-the-sdr-adds-impetus-to-its-internationalisation
https://www.centralbanking.com/central-banks/currency/7863626/the-renminbis-inclusion-in-the-sdr-adds-impetus-to-its-internationalisation
https://iems.ust.hk/publications/thought-leadership-briefs/renminbi-internationalization-the-prospects-of-chinas-yuan-as-the-next-global-currency
https://iems.ust.hk/publications/thought-leadership-briefs/renminbi-internationalization-the-prospects-of-chinas-yuan-as-the-next-global-currency
https://www.centralbanking.com/central-banks/reserves/foreign-exchange/7953921/rcep-and-renminbis-role-as-a-reserve-currency#:~:text=The%20renminbi's%20share%20of%20the,rights%20basket%20in%20Q4%202016
https://www.centralbanking.com/central-banks/reserves/foreign-exchange/7953921/rcep-and-renminbis-role-as-a-reserve-currency#:~:text=The%20renminbi's%20share%20of%20the,rights%20basket%20in%20Q4%202016
https://www.centralbanking.com/central-banks/reserves/foreign-exchange/7953921/rcep-and-renminbis-role-as-a-reserve-currency#:~:text=The%20renminbi's%20share%20of%20the,rights%20basket%20in%20Q4%202016
https://www.reuters.com/article/idCNL3S1343QU20151110
https://corporate.nordea.com/api/research/item/23212.pdf
http://www.imi.ruc.edu.cn/IMIsd/gjjr/0df09b0e07964a59bc551abbd7142ef4.htm
https://corporate.nordea.com/api/research/item/23212.pdf





































































