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Abstract. This paper extensively conducts an extensive exploration of the ramifications of reverse
globalization on China's financial sector. At first, the paper focuses on international trade flows,
selects three trade orientations, that are China and US, China and ASEAN, China and the belt and
road to analyse the condition of Chinese economy oversea. Then, by leveraging financial indicators
such as the Renminbi exchange rate and the Shanghai Interbank Offered Rate, etc., the study
scrutinizes the repercussions, pertinent financial metrics, and the formulation of macroeconomic
policies in the context of Sino-US political discords. Furthermore, the paper puts tactical measures
to address these challenges, which encompass stabilizing foreign exchange markets, fine-tuning the
trajectory of financial liberalization, and fostering initiatives in green finance. The underlying objective
of these recommendations is to capitalize on opportunities that arise from the currents of reverse
globalization, while concurrently alleviating the stressors it imposes on the Chinese financial
marketplace.
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1. Introduction

Scholars at home and abroad have long been worried about the development of reverse
globalization. The so-called reverse globalization refers to the emergence of different trends in the
market relative to globalization. Under the uncertainty of economic policies represented by the
"political conflict between China and the United States", the adjustment and reform of regulations in
various developed economies, and investors' reconsideration of the risks brought by globalization,
international trade and capital flows have been slowing down, which also means the resurgence of
protectionism and the reduction of international cooperation.

China has been rapidly rising in international status, but the country still lacks the ability to lead
global financial governance reform. As the world's second largest economy, China's financial markets
are not immune to the influence of other countries. So how to maintain the high-quality development
and reduce the pressure in the anti-globalization trend has become a top priority to Chinese. The
Chinese market must face a higher trade barrier, a more volatile exchange rates and a more complex
geopolitical environment. In fact, reverse globalization has the greatest inhibitory effect on the export
of the secondary industry (manufacturing industry). Even if the export of related service industries
such as water transportation, construction and land transportation is relatively less restricted, the
impact on China, a late-developing manufacturing country, is hard to estimate as a small number [1].
Without proper thinking and response, a series of negative consequences such as slowing economic
growth and declining market confidence will be unbearable, which further highlights the importance
of this study.

In recent years, with the in-depth discussion of globalization and reverse globalization, scholars
have expressed their own opinions. However, the existing essays all just carry out rational and
objective data analysis on one or several specific aspects, and lack the connection between these
aspects and the comprehensive effect on China's financial market as a whole [2-4]. Therefore, this
paper hopes to build on the previous studies. The paper expounds the impact of reverse globalization
on international trade and multilateral trading system, macroeconomic policy and investment risk in
the financial market in multiple dimensions, and finds the opportunities that China may grasp in this
trend of thought in the existing literature, aims to help readers deepening their understanding of the
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interaction between economic globalization and financial markets.  Also, the paper wants to provide
valuable insights and suggestions for individual or corporate investment, national macro-policy
formulation and independent academic research.

2. The Chinese Market under Reverse Globalization

2.1. The Impact of Bilateral Investment and Trade

The date of the emergence of the ideological trend of reverse globalization is still controversial,
but if the actual impact of reverse globalization is traced to the source, Trump's victory in the election
and his policy shift to giving priority to domestic development and Brexit, roughly from 2016 to 2019,
may be the origin of the trend's explosion [5]. Therefore, to understand the impact of reverse
globalization, it must start from the economic exchanges between countries. In bilateral trade, the
section will select three special data, that are China and the United States, China and ASEAN, China
and the Belt and Road. These three parts respectively representing the impact of bilateral trade in
three aspects: major international trade, general international trade, and trade with strategic partners.

2.1.1 China and the United States

According to Figure 1, the bilateral trade volume between China and the United States reached to
759.427 billion US dollars at that time, of which China's exports to the United States boosted to
581.783 billion US dollars. However, for the data analysis from 2016-2023, approximately on March
8, 2018, after the United States imposed tariffs on steel and aluminum products, negative trade
sentiment appeared in 2019, but then there was still a rebound in 2020.
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Fig. 1 China-USA Trade Data (2016-2023)

(Source: Economic and Commercial Office, Embassy of the People's Republic of China in the
United States of America)

The essence of the decline in trade volume and the trade war is the United States' dissatisfaction
with China's trade practices, particularly the perception that China has created unfair trade terms
against the United States by subsidizing exports and restricting imports [5]. This period is also the
starting point of the current internationally recognized trade war between China and the United States.
According to the calculation of degree of dependence upon foreign trade in Table 1 (degree of
dependence upon foreign trade = (import + export)/GDP), even if the dependence of both sides is
declining, China and the United States still cannot completely get rid of each other in the short term,
China will still be the most important trading partner of the United States in the future.
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Table 1. GDP ratio and degree of dependence upon foreign trade between China and the US

GDP ratio between degree of dependence upon degree of dependence upon

Year China and the US foreign trade (CHN on USA) foreign trade (USA on CHN)
(%) (%) (%)
2016 53.74 30.32 8.35
2017 57.45 29.21 8.17
2018 60.78 27.32 7.31
2019 63.57 25.81 6.98
2020 68.32 24.77 6.49
2021 75.50 21.70 6.12
2022 72.00 19.89 5.59
2023 65.40 17.98 5.00

2.1.2 China and ASEAN

Overall, ASEAN still remained as China's largest trading partner in 2023. Bilateral trade reached
to 3.36 trillion yuan, increased 10.5 percent year on year, accounting for 15.9 percent of China's total
foreign trade. In terms of exports, China's exports to ASEAN were 2.03 trillion yuan, saw an increase
of 14.2 percent, while imports from ASEAN were 1.33 trillion yuan, witnessed an increase of 5.2
percent. However, change the sight to the certain countries, Indonesia, one of the ASEAN members
that more politically related to the United States, the goods imports and exports in January-September
2019 reached to $249.46 billion, saw a 8.6% decrease from the same period last year. In fact,
historically, China's actions to reduce the uncertainty of regional trade policy in the early 21st century
significantly promoted the development of China's exports to ASEAN [6]. Therefore, it can be seen
that even if the trade trend between general countries and China is better than that between China and
the US, it is also closely related to the political environment and national policies.

2.1.3 China and the Belt and Road

The scale of Chinese investment in countries along the Belt and Road has shown a significant
growth trend. In 2013, the figure was $12.63 billion, and by 2021 it had boosted to $24.15 billion. By
the end of 2023, the total amount of direct investment achieved by Chinese enterprises was 25.98
billion US dollars, showed an increase of 7.6% compared with the previous year, accounted for 14.2%
of the Chinese investment overseas in 2023.

2014 2016 2018 2020 2022
year

Fig. 2 China's investment in countries along the Belt and Road

(Source: Statistical Bulletin of China’s outward Foreign Direct Investment)

According to the data in Figure 2, it is not difficult to find that the trade and investment situation
between China and the Belt and Road's countries is still rising in a wave like way, even in the 2018-
2019 period of the serious Sino-US friction. Chinese enterprises' investment in the Belt and Road is
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characterized by a combination of infrastructure improvements and trade policy's reform to improve
export efficiency. Especially for low-income countries and low middle-income countries, reducing
tariffs and border barricade further promotes trade, and has created economic opportunities for
countries along the route that are less affected by the political environment [7]. It also inversely proves
that the reverse globalization trend of thought seems to have little impact on the trade between China
and the belt and road compared with the trade between China and the United States and that between
China and ASEAN as an obvious globalization strategy. However, because of the small national size
of the countries in Central Asia, West Asia and the Belt and Road, their relative invest volume is
fewer compared with major international trade routes such as China and the United States.

2.2. Chinese Economic Data under Reverse Globalization

In this section, two representative data are selected to respectively represent the operation of
China's international trade and cross-border capital flow, and domestic credit business. The two data
are the RMB/USD and the Shanghai Interbank Offered Rate.

2.2.1 RMB exchange rate under reverse globalization

The change of exchange rate will directly affect a country's export competitiveness, import cost,
capital flow, inflation and other economic indicators, and then further to the country's economic
growth and social welfare. According to Figure 3, in the global economic environment under reverse
globalization, compared with the US dollar, the trend of RMB has continued to depreciate in recent
years. Economic growth rate, inflation rate and interest rate differentials are the key economic
fundamentals affecting the RMB exchange rate. According to the previous multilateral trade and
investment between China and the United States, and that of China and ASEAN, it is predictable that
the RMB exchange rate will face greater fluctuation amplitude and frequency under the new situation
of reverse globalization.
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Fig. 3 The currency exchange between RMB and USD
(Source: The People's Bank of China)

2.2.2 The Shanghai Interbank Offered Rate

The Shanghai Interbank Offered Rate (Shibor) reflects the changes in the supply and demand of
funds between banks as the rate of short-term funds in the interbank market. It is an important
reference index to observe the situation of inter-bank borrowing.
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Fig. 4 One-year Shibor’s trend (Source: The Shanghai Interbank Offered Rate)

By observing Figure 4, the change rate of one-day interbank offered rates in China has shown a
dangerous continuous decline between 2019 and the current mid-2024, basically consistent with the
impact of the 2019 trade war series, the Russia-Ukraine crisis in 2022, and the Palestine-Israel crisis
in 2024. A reasonable explanation is that in the economic recession, both individuals and enterprises
are facing the danger of bankruptcy, and large banks try to save the market through various easing
policies. In fact, reducing financing costs can reduce the burden on enterprises and prevent credit
masking effect, which is indeed the most basic and important means to protect various domestic
industries [8]. It is proposed to introduce market-based interest rates and a more flexible exchange
rate regime, which would enable the financial system to better meet the needs of the private sector
[9], thereby supporting China's economic growth.

3. Countermeasures to Reverse Globalization

3.1. China's Path of Opening up under Reverse Globalization

From the perspective of market access of foreign banks, insurance companies and other financial
institutions, although the stock market and other directions have not yet developed a relatively high
level of capital flow [10], the degree of openness of China's financial market is still improving.
However, it is certain that the introduction and implementation of the policy of opening up the
financial market has changed rapidly in recent years, and the pace of opening up has been accelerating.
China’s financial development has only existed for roughly 40 years, and its core competitiveness
cannot be compared with the mature financial mechanism of the United States. Especially in terms
of business capabilities and risk management capabilities, China cannot be called advanced in the
whole world.

Due to the need to resist reverse globalization, the opening up of the financial industry will be a
complex and long-term process, which requires China to ensure the stability and healthy development
of the financial market while promoting the opening up of the financial market. In China's
globalization behavior, the two strategic policies with distinctive characteristics and widely known
by the academic community are "The Belt and Road" and "Five Major Articles in Financial
Development”. As mentioned before, China's opening up is far less dynamic than the current
development, and China's financial market needs the promotion of state-led projects to further explore
the path of opening up.

3.2. The Belt and Road under Reverse Globalization

The Belt and Road Initiative, in the international financial environment created by the Belt and
Road, promotes the innovation capacity, efficiency and accessibility of financial services through
green finance and environmental protection projects, financial technology (FINTECH) projects, etc.
Bilateral investment risk sharing mechanism and the development of insurance products have
successfully reduced exchange rate and credit risks in recent years [11]. From the perspective of the
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connection between the real economy and finance, the "Belt and Road" initiative also involves the
construction of financial infrastructure, such as the interconnection of payment systems, providing
more advanced methods and processes for cross-border trade and investment. However, we should
also realize that the current trend of green finance and the Belt and Road is contradictory, because
green investment risks and uncertainties, coupled with the externality of ecological resources, usually
do not directly produce economic benefits. In the Belt and Road Initiative, China's financial
transactions mainly focus on infrastructure and urban construction, which may weaken the
willingness of Chinese enterprises to make green investment [12].

Overall, the financial markets of China and countries along the Belt and Road are ushering in new
development opportunities. The decisive influence of European and American markets on the
financial markets of small countries is gradually weakening. In the process of subsequent capital
exchanges between the "Belt and Road" and the development pilot areas of various countries and
regions, on the one hand, it is necessary to effectively linkage, strengthen cooperation along the border
and inland, improve the opening-up degree of countries and regions along the route, and drive
industrial transformation; On the other hand, we should strengthen policy linkage and political union
within the region, accelerate the cooperation process, give full play to their respective advantages in
regulatory measures, trading standards and other aspects, and lay a solid foundation for economic
cooperation. At present, there are similar practices, such as the mBridge project initiated by central
banks of many countries, which promotes the international application of digital RMB through
multilateral cooperation. The progress of technology and the deepening of international cooperation
make it expected to further promote the opening and integration of China's financial market and
strengthen the connection with the global financial system [13].

3.3. China's Solution to Counter Reverse Globalization

The "Five Major Articles in Financial Development™ is an important Chinese government
document issued to against the background of the rising trend of reverse globalization. The core idea
isto do a good job in the five key financial directions of science and technology finance, green finance,
inclusive finance, pension finance and digital finance. According to existed research on green
technology innovation in China, promoting multi-directional fintech does increase the quantity and
quality of green technology innovation, and this result is robust across different regions and models
tested [14]. Under the trend of reverse globalization, the implementation of this guideline is of great
significance for maintaining the stability of China's financial market and strengthening financial
competitiveness through science and technology. It will not only help build a more open and inclusive
financial environment, but also hedge against the adverse effects of counter-globalization through
fintech innovation and international cooperation.

For the future application of "Five big articles", according to the current situation of economic and
financial data, Chinese can proceed from the following aspects: by improving bank financing and
other means, continue to increase financial support for emerging industries and small companies, and
promote economic restructuring and upgrading; Use big data, cloud computing and other technologies
to improve the efficiency and quality of financial services; Actively deploy in the international
financial market, build on the current economic and trade achievements such as the Belt and Road
Initiative, and increase cooperation input in the financial direction; Finally, continue in promoting
education and the training of international financial talents to enhance the international
competitiveness of China's financial industry . With the in-depth implementation of these measures,
China's banking and insurance industries will become more robust, the coverage and depth of
financial services will increase surprisingly, then provide a stronger financial support for China's
sustained and healthy development.
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4. Conclusion

This paper focuses on the impact of the reverse globalization trend on China’s financial market
and have put forward some possible countermeasures. Through the analysis of China's economic and
financial data, trade situation and other factors, we can understand the impact of reverse globalization
trends on China's economic and financial markets caused by economic policies, political conflict
between China and the United States. In conclusion, anti-globalization mainly brings uncertainty to
China'’s financial market in terms of foreign trade and investment. In the future, China should continue
to pay attention to the stability of the foreign exchange market and actively develop ways to promote
the opening up of China's financial markets. However, there are still some shortcomings in this paper.
For example, the actual correlation mechanism between anti-globalization and political factors is not
deeply studied in this paper. Future research in this orientation can use data models to further focus
on the economic facts of countries such as China and the United States, as well as their role and
position in the global market under the tide of reverse globalization.
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