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Introduction: the contestation of cross-border infrastructures for the trading of claims1 

For financialization to work properly, it requires well-established cross-border infrastructures. Crucial 

parts of these infrastructures are payment systems. Payment systems are necessary for claim 

creation as well as claim enforcement, and in particular for claim trading, the core elements of the 

financialization process (Braun and Koddenbrock 2022). Payment systems need financial messaging 

services, in order to manage the system of clearing and settlement of a multitude of transactions. 

During the decades after the Second World War, the limited amount of cross-border bank 

transactions relied in a very cumbersome, costly and not always reliable manner on sending 

telegrams for messaging. The intensification of financialization in the 1970s went hand-in-hand with 

the establishment of the SWIFT (Society for Worldwide Interbank Financial Telecommunications) 

association, in order to authorize cross-border transactions, authenticate parties and record 

exchanges in a much more efficient way. International payment infrastructures have increasingly 

become important for the global economy, given the tremendous rise of transnational capital flows 

since the 1990s (Braun and Koddenbrock 2022).  

During the last decades, the Belgium-based SWIFT has established itself as the dominant institution 

for the recording of cross-border financial transactions. More recently, however, this dominance has 

been challenged by some large emerging markets. In March 2019, the Russian Parliament has 

approved the use of the Bank of Russia’s SPFS (System for Transfer of Financial Messages) for cross-

border use. Iran, Venezuela and Turkey have indicated their intention to use the system, joined by 

Belarus in 2021. Already in 2015, China had launched its CIPS (China International Payments System), 

with strongly increasing transactions – and a messaging system independent from SWIFT – during the 

last couple of years. More recently, both countries are reported to have started to explore options to 

link the two systems, together with India (Daye 2019). Moreover, the November 2019 meeting of the 

BRICS Business council in Brasilia has discussed options to put a BRICS-wide payment system into 

place (Emmanuel 2019). In India, a parliamentary committee recently has reiterated the call for an 

alternative to SWIFT (Mandavia 2021). 

How can we explain the emergence of alternative financial messaging systems – or even complete 

alternative payment systems? The activities of large emerging economies with regard to cross-border 

                                                           
1 The idea for this paper stems from a research initiative on “Non-Western financial infrastructures” taken by 
Oliver Kessler in 2019. A big ‘thank you’ to Oliver, as well as to the other participants of the Erfurt meeting, in 
particular Nadine Godehardt and Steffen Murau! I’m also very grateful to Andrea Binder, Benjamin Braun, Kai 
Koddenbrock, Caroline Metz and other participants at the ‘Capital Claims’ authors’ workshop in November 
2020 and to Carola Westermeier for suggestions on previous versions of the paper. The comments received at 
a panel on ‘Domestic Responses to International Capital Mobility Flows’ at the 2021 Annual Convention of the 
International Studies Association were also very useful and I’m much obliged to Xiaoye She and Alexandre 
Ramos Coelho. The paper is part of the project “Finanzialisierung und Staatskapitalismus: Die Steuerung der 
Kapitalmärkte in den BRICSS”, together with Johannes Petry (PI),  Robin Jaspert and Kai Koddenbrock, 
supported by the German Research Council (DFG) under the grant number NO 855/7-1 
(https://statecapfinance.com/). 

https://statecapfinance.com/


2 
 

financial transaction signaling are not without reasons. When Russia-NATO-tensions started to rise 

again around the turn of the year 2021/22 around a Russian military build-up close to the border of 

Ukraine, an exclusion of Russia from SWIFT was one of the Western threats most frequently 

discussed (Faulconbridge 2021; Shagina 2021; Smith 2022). In September 2021, the European 

Parliament (EP) had called that the “EU should be ready to use its leverage and call for the exclusion 

of Russia from the SWIFT payment system to deter Russian authorities from engaging in 

further aggressive behaviour” (EP 2021), echoing previous EP resolutions threatening the exclusion of 

Russia from SWIFT (Götz 2021). Already in the context of the 2014 Crimea crisis, debates about 

Western sanctions against Russia included the threat to disconnect the country from SWIFT and had 

led to the development of the SPFS system. During the year 2020, decoupling of China from SWIFT 

was at the focus of discussions in the US on how to react to human rights issues with regard to the 

Uyghur population in China as well as the repression of the protest movement in Hong Kong (O’Toole 

2020). However, China and Russia were not the first to disagree with the US government handling of 

SWIFT. A first “SWIFT affair” ranged between 2006 and 2010, when the EU strongly disagreed with 

the utilization of its data on European citizens within the US “Terrorism Financing Tracking 

Programme” (De Goede 2012). Moreover, the specific background of the Russia-China initiatives 

mentioned above were US (and later EU) sanctions against Iran that used the latter exclusion from 

SWIFT as a bargaining chip during the negotiations over Iran’s nuclear program, the second SWIFT 

affair. The 2012-2015 financial sanctions imposed on Iran – with the decoupling from SWIFT as “icing 

on the cake” of previous (more important) measures against Iranian banks (O’Toole 2020) – are 

estimated to have led to a loss of $241.73 billion of Iranian GDP, equalizing  64.8 percent of Iranian 

GDP in 2012 (Majd 2018, 189). In November 2018, SWIFT again suspended the access of Iranian 

banks from its message system. 

In spite of the potentially wide-ranging implications of the current challenges of the global payment 

system for the future of the financial sector, the problem has mostly been ignored in the literature 

on global finance. Generally, SWIFT has hardly been studied in any comprehensive way (for notable 

exceptions see the insider accounts by Scott and Zachariadis 2014 as well as Leibbrandt and de Teran 

2021). Moreover, most studies put the “second SWIFT affair” in the context of interstate relations, in 

particular challenges to US global political and military hegemony (Caytas 2017; Farrell and Newman 

2019; Gjoza 2019). As far as the economic side of things is covered, the focus mostly is on the 

importance of SWIFT – and its alternatives – for the international trade of countries that are facing 

US economic sanctions (Arnold 2016; Geranmayeh and Lafont Rapnouil 2019). More recently, the 

second SWIFT affair has been analyzed from the perspective of critical infrastructure studies, 

highlighting how this type of infrastructure is rooted in colonial structures (De Goede 2021). 

However, the importance of the SWIFT affairs for the functioning of the global financial system so far 

only has been mentioned in passing (Dörry et al. 2018; Westermeier 2020). In order to address this 

research gap, I will first establish the geoeconomic context of current struggles over SWIFT. Next, I 

will highlight the importance of cross-border payment signaling infrastructures for the trading of 

financial claims. In a third step, I will study the reasons for the challenge of the established global 

payment infrastructures through China and Russia in a more comprehensive way. The conclusion 

focuses on implications for the future of financialization. 

Conceptual framework: Alternatives to SWIFT between neo-liberal and state-capitalist 

financialization 

Why is the development of alternatives to SWIFT important for the creation, trading and 

enforcement of claims? The existence of a well-working alternative global financial messaging system 

would not by itself put limits on conventional cross-border financialization. So far, the main purpose 

of the alternative Russian system is to support trade in goods in spite of economic sanctions. The 
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Chinese system mainly was established to support the global utilization of the Renminbi as a lead 

currency. Moreover, it is not a safe bet to count on a joint approach of the BRICS. The early successes 

of the establishment of the Contingent Reserve Arrangement and of the New Development Bank 

(both in 2014) may be misleading. Clearly, there are “limits to the BRICS’ challenge… in global 

finance”, as the case of the difficult establishment of an alternative BRICS credit rating agency 

indicates (Helleiner and Wang 2018).  

Still, let us imagine a future where a much larger share of the cross-border trading of claims takes 

place in the regions covered by the alternative Chinese and Russian systems. How would affect this 

the future of financialization? A study of the Chinese financial sector provides us with a clue 

regarding the likely direction of events. By looking at the role of stock exchanges in China, Johannes 

Petry (2020, 2021a) has identified the contours of “financialization with Chinese characteristics”. The 

latter carries a number of features that may look quite unusual to students of financialization in the 

West. In a state-capitalist system of financialization, speculation is discouraged by trading rules, 

regulatory oversight harsh and based on a comprehensive monitoring system, the trading of financial 

claims slow and state control pervasive, often including capital controls (Petry 2020, 221). Recently, 

the cancelled IPO of “Ant Financial”, announced to become largest initial public offering ever (with a 

volume of 37 billion US$), has given a demonstration of the operations of a state-capitalist financial 

system, although (or even because) the context is not transparent. Apparently, the Chinese 

regulators intended to send a clear signal with regard to the primacy of the state over even the most 

useful financial sector operations (FT 2020).  

Based on these observations, we have developed a more general juxtaposition between the ideal 

typical forms of financialization currently dominating in the West which are based on hands-off “neo-

liberal capital markets”, and an alternative form of financialization based on “state-capitalist capital 

markets” (Petry et al 2021).2 Although China so far is the most clear-cut case of a state-capitalist 

financialization, we are witnessing the emergence of state-capitalist features of financialization in 

other large emerging economies as well. Examples include strong state control over stock exchanges 

in Korea, Russia and India, the utilization of commodity pricing power via derivatives marketplaces by 

Russia and India, or lengthy application processes for potential foreign investors in India and Korea 

(Petry et al 2021). A China- or Russia-led alternative payment system would fit these features very 

well, by allowing national governments a much higher control over cross-border payments. 

Moreover, it would reduce the vulnerability of these governments regarding US-led sanctions via the 

SWIFT system.  

Correspondingly, the US attempt to use SWIFT for “weaponized interdependence” (Farrell and 

Newman 2019) clearly comes at a cost. Astute observers already have warned against the 

“unintended consequences” of this behavior many years ago, for example with regard to the 

development of alternative systems such as SPFS (Jones and Whitworth 2014). In the context of the 

Russia-Ukraine tensions 2021/2022 these warnings have been intensified, highlighting that a 

disconnection of Russia from SWIFT would allow the Chinese governments to learn how to deal with 

this type of challenge. Moreover, it might lead to a loss of US deterrence towards Russia and China, if 

SWIFT disconnection does not have the effects desired by the US government (Smith 2022). In a 

more general perspective, the erosion of institutions such as SWIFT may also hurt the US financial 

system, as “the extension of US infrastructural power aboard diminishes state capacity at home” 

(Weiss and Thurbon 2018). The core issue here is the importance of a global financial system based 

on the dollar for the financing of the huge US current account deficit (Schwartz 2019). 

Correspondingly, the Republicans’ think tank “Defense Priorities” is already “counting the cost of 

                                                           
2 For a similar juxtaposition between China’s “neo-statist” and Anglo-American “neoliberal” financialization see 
Gruin 2019, 2021, Gruin and Knaack 2020. 
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financial warfare” and asks for “recalibrating sanctions policy to preserve US financial hegemony” 

(Gjoza 2019), whereas the more bipartisan think tank “Center for a New American Security” echoes 

this concern and fears a “move away from dollar-based clearing and payments” (Harrell and 

Rosenberg 2019). Similar concerns have been voiced by the US Treasury during the Obama, Trump 

and Biden administrations (Wong and Nelsen 2021, 13; Shagina 2022, 3). Given the ongoing debates 

about using decoupling from SWIFT against Russia, it does not seem likely that these warnings will be 

heeded. Correspondingly, large emerging markets will continue to develop cross-border payment 

systems that they can control themselves.  

In a broader perspective, it is not without irony that severe future limits to the Western model of 

financialization – i.e. a replacement of neo-liberal capital markets by state-capitalist capital markets 

in large parts of the world – may be the unintended consequence of US foreign policy considerations. 

This mirrors the fact that an important part of the emergence of financialization in the US was the 

unintended consequence of US domestic policy considerations (Krippner 2011). In contrast, major 

financial crises, including the burst of the dotcom bubble and the global financial crisis, and the 

related efforts for financial sector reregulation, so far were unable to impose severe limits on the 

established neoliberal mode of financialization. 

The importance of global payment message infrastructures for the trading of claims 

The emergence of financialization as a system of increased creation, circulation and enforcement of 

claims often is linked to domestic financial liberalization within the United States (Krippner 2011). 

During the 1970s, high demand for fiscal support and limited resources for the latter gave rise to 

initiatives for a liberalization of formerly strictly regulated domestic financial markets in the US. 

Importantly, this account of the original emergence of financialization highlights the importance of 

“unintended consequences”, e.g. financialization as by-product of other purposes, instead of 

purposeful lobbying by private financial sector institutions. However, there is a second aspect of the 

emergence of financialization that tends to be neglected in large parts of the debate about its 

historical emergence. Financialization was not only a process of domestic liberalization of the 

financial sector in the US, but also a process of the intensification of the cross-border trading of 

claims. Were financialization limited to the US – or a parallel process taking place simultaneously (but 

unconnected) in a number of economies – it would be much less powerful. Instead, it has become a 

strongly hierarchical undertaking within the global economy, leading to manifold relations of 

dependence (Kvangraven et al. 2021; Koddenbrock et al. 2022). 

As far as the emergence of cross-border dimension of financialization has been covered in the 

literature, the focus usually is on capital account liberalization and the dissolution of capital controls 

during the late 1970s and the 1980s, followed by the “Big Bang” in the UK and EU financial 

liberalization (e.g. Helleiner 1995). Only more recently it has been established that important origins 

of the phenomenon we call financialization today date back to the late 1950s and the 1960s. 

Importantly, the evolution of liability management, i.e. the practice of New York banks to raise funds 

via short-term loans on money markets – instead of relying on deposits or their own capital – took 

place in the 1960s, indicating a historical turn away from traditional deposit banking (Beck and Knafo 

2020, 142-143; Beck et al 2022). An important source of this funding were the offshore money 

markets that evolved in the London Eurodollar markets of the 1950s and expanded during the 1970s, 

based on a common act of the state and finance in the UK (Braun et al 2021, Binder 2022). Arguably, 

not only the domestic evolution of financialization, but also its cross-border evolution around the US-

UK financial systems were not “politics as organized combat” by powerful private sector financial 

lobbying for deregulation (Oatley and Petrova 2016, 2020), but rather a form of “public-private 

infrastructural entanglements” (Braun et al. 2021), with an important role for unintended 

consequences. 
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While these accounts undoubtedly point towards the core contributions for the historical emergence 

of financialization, some important technical aspects of its current operation might be unnoticed, in 

particular the crucial importance of the centralization of financial activities and its supporting 

organizations (Oatley and Petrova 2020, 8). However, most recently a debate on the “infrastructures 

of global finance” (Bernards and Campbell-Verduyn 2019; Westermeier 2020, De Goede 2021) has 

made up for this shortcoming, sometimes echoing an earlier discussion on the role of “coordination 

service firms” for financialization (Nölke 2003; Nölke and Perry 2007; Kruck 2011). Next to the earlier 

discussion on rating agencies, auditing companies and accounting standard-setters, now also asset 

managers, index providers, clearing houses, central securities depositories, investor arbitration 

courts and stock exchanges are recognized as crucial infrastructures for the functioning of the system 

of creating, trading and enforcing claims (Braun 2016; Fichtner et al. 2017; Krarup 2019; Petry 2021b; 

Dafe and Williams 2022; Fichtner et al 2022; Thiemann 2022). The global payments message system 

is another one of these infrastructures. Interestingly, the dominant coordination service firm with 

regard to a cross-border infrastructure (SWIFT) is based in Belgium and not in an Anglo-American 

financial centre, which usually dominate global finance (Fichtner 2017; Green and Gruin 2021). 

Correspondingly, the US government cannot exercise informal influence, but has to use more overt 

forms of pressure. This may explain why US policies on SWIFT have found such a global audience, 

leading to the two “SWIFT affairs” (so far).  

Elements of the cross-border payments process 

In order to understand the importance of the global payments message infrastructure (and the 

importance of SWIFT in the latter), we first have to understand the payment process, a neglected 

topic of Political Economy research (but see Brandl and Dieterich 2021). The payment process 

consists of a number of electronic messages between financial institutions, intermediating the 

process between the originator (the sender) to the beneficiary (the recipient) of the payment (US 

Treasury 2006, Wong and Nelson 2021). In between the two, there are the originator’s and the 

beneficiary’s financial institutions (unless both originator and beneficiary use the same institution) 

and usually some kind of financial infrastructure. The most simple fund transfer takes place between 

two customers of the same financial institution: the originator instructs the institution and the 

institution implements the payment by making entries in its accounting system. If two different 

financial institutions (usually: banks) are involved, some kind of infrastructure is necessary, 

sometimes also involving a separate financial messaging system (such as SWIFT). 

Given the wide variety of payments (and payment systems), it makes sense to distinguish several 

sub-types (Bech and Hancock 2020, 22-28): Usually, retail and wholesale payments are covered by 

different systems. “Retail” refers to a large number of small payments, typically for purchasing goods 

and services. Retail payment systems can either be private or public. The trading of claims – such as 

securities – usually is part of the “wholesale” sector, where there is a much smaller number of much 

larger transactions (and a central role for SWIFT in cross-border transactions, as we will see below). 

Very often these transactions have to be settled at a specific day or even a particular time of the day.  

In order to understand the role of SWIFT in the broader system of trading of claims, we also need to 

distinguish between “clearing” and “settlement”. The latter refers to the actual transfer of funds. 

However, given the large number of individual transactions (usually transmitted in batches of 

payment instructions) very often these transactions have to be reconciled between the financial 

institutions before settlement. Clearing refers to the process of transmission of transactions as well 

as their reconciliation. It can take place bilaterally between two banks, but more frequently is 
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organized via automated clearing houses (ACHs). 3 A third important distinction is between ”real-time 

gross” and “deferred net” settlement (and hybrids combining the two). In a “real-time gross 

settlement” (RTGS) system, each payment is settled individually as soon as it enters the system. This 

system requires a high degree of liquidity, in contrast to a “deferred net settlement” (DNS) system 

that carries a higher settlement risk, but is cheaper. In the latter system, payments are settled on a 

net basis at the end of a pre-defined period of time. Wholesale payments such as involved in most of 

the trading of claims usually are operated via RTGS systems. The most important RTGS system is the 

(US-only) Fedwire Funds Service, operated by the US Fed and going back to 1918. The most 

important payment system for the wholesale cross-border trading of claims is the US-based CHIPS 

(Clearing House Interbank Payment System), a private organization established 1974 that specializes 

on clearing and settlement of high value payments (such as bank loans and securities), based on a 

hybrid DNS-RTGS system. Both Fedwire and CHIPS create a wealth of payment messages, but a 

comprehensive control over these data also requires access to SWIFT, given the importance of the 

latter in cross-border transfers. 

Cross-border transfers are more complicated than domestic transfers. Usually, they operate via the 

system of “correspondence banking”, although the latter is not exclusive to cross-border transfers: 

“Correspondent banking is an arrangement, where one bank (the correspondent) holds deposits 

owned by other banks (the respondents) and provides payments and other services to them” (Bech 

and Hancock 2020, 32). While some origins of the principle of correspondence banking date back to 

about 1400, the system has been established since the late 1800s (Rice et al. 2020, 38). Given that by 

far not all banks internationally have a correspondence relationship, the actual transfer of funds can 

take on a chain relationship. Here the originator instructs his/her financial institution, the latter uses 

a financial infrastructure (for clearing and settling) to turn to a respondent bank (in the country of 

the originator), which turns to a correspondent bank (cross-border) that uses a financial 

infrastructure (for clearing and settling) to turn to the financial institution of the beneficiary. 

Correspondence banking, however, is retreating slowly, but steadily. We have seen a reduction of 

about 20% in the number of correspondent banks between 2011 and 2018, in spite of rising values of 

payments (Rice et al. 2020, 38). The main reason is decreasing profitability, particularly because of 

increasing regulatory requirements, e.g. with regard to money laundering, tax havens and terrorist 

financing. Other factors are technological advances with regard to alternative cross-border payment 

systems. Some of these advances are also important for an understanding of alternatives to SWIFT. 

Recent technological innovations in cross-border payment systems 

Recently, we have witnessed a considerable degree of innovation with regard to cross-border 

payments, given that the latter usually are far more expensive, slower and “opaque” than domestic 

payments, and that the system of correspondence banking is gradually retreating (Bech and Hancock 

2020, 31). Three types of alternatives can be distinguished (Bech and Hancock 2020, 33-34; see also 

Brandl and Dieterich 2021): 

(1) “Closed loop” (or in-house) payment systems, where one organization (exclusively) 

provides the services to both originator and beneficiary. The most well known of these 

services are Western Union and MoneyGram. AliPay and WeChat Pay provide a very 

large closed loop system of payments within China. They have started to partner up with 

overseas payment organizations in order to allow their Chinese clients the utilization of 

their services during overseas travel. Even more recently, fintechs such as Revolut and 

                                                           
3 The clearing of payments should not be confused with the clearing of derivative contracts, although there are 
some striking parallels, such as the importance of privately owned entities as quasi-public infrastructures (see 
Thiemann 2022). 
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Transferwise have developed very cost efficient cross-border payment services for often 

used currency pairs. They use local accounts in both currencies. As soon as the originator 

pays an amount to the account of the fintech in his country of residence, the fintech 

account in the country of residence of the beneficiary credits an equivalent amount. A 

real currency conversion is not necessary. 

(2) “Infrastructures” either build a cross-border payment system anew, or link established 

payment systems across borders in order to replace correspondence banking. If we do 

not count a single currency system such as the Single Euro Payments Area (SEPA), the 

most important case of the latter is the “Direto a México” system that links the US 

FedACH system with the Mexican real time gross settlement (RTGS) system, in order to 

make remittances to Mexico cheaper and faster. Some smaller systems operate in Africa, 

such as the East African Payment System or are under development such as the Arab 

Regional Payment System. 

(3) “Peer-to-peer” systems cut out any financial intermediary between originator and 

beneficiary. Most are still at the stage of development, but some are already operational. 

The two most important sub-types are “stablecoins” such as Facebook’s Libra (now called 

“Diem”) and “central bank digital currencies” (CBDC) such as the digital Renminbi. 

Although the prime function of the latter is to support domestic payments, the 

improvement of cross-border payments also range among the targets of CBDC initiatives. 

The systems depicted above are all fully-fledged payment systems, including not only financial 

messaging (such as SWIFT), but also clearing and settling. Thus, SWIFT is only one part of the 

payment system (correspondence banking) for cross-border fund transfers, which is also losing 

importance over-all. Why is SWIFT still important enough to cause major political friction?  

A business perspective on cross-border payments mainly focuses on the cost, functionality and speed 

of the latter – and on the mass of retail payments, such as remittances, purchases of overseas 

tourists or simple payments for goods and services. These payments are at the focus of the most of 

the innovations mentioned above. A political perspective, in contrast, focuses on the payment 

messaging system and on wholesale transactions, where correspondence banking still is dominant: 

“From a financial intelligence perspective, it is the information about the transaction rather than the 

movement of the actual funds that advances the effort to combat illicit finance. The payment 

instructions themselves identify the parties to the transaction and sometimes even more detailed 

information” (US Treasury 2006, 58). Payment data are the crucial resource at stake (Westermeier 

2020). Over the last decades, the US have not only used their financial system in order to track illicit 

finance, but also increasingly so as a foreign policy weapon. Correspondingly, the US were interested 

not only to learn about Fedwire and CHIPS payment messages (both under US control), but also 

about SWIFT payment messages. Many fund transfers also combine SWIFT messages and Fedwire, or 

SWIFT messages and CHIPS for parts of their transactions, particularly those crossing borders (US 

Treasury 2006, 64). This leads to the question how SWIFT has achieved this important position in 

financial messaging. 

The historical evolution of cross-border financial messaging and the role of SWIFT 

As long as the financial sector largely remained within borders, the need for a cross-border electronic 

payment message system – and for US access to the latter – was limited. However, during the early 

1970s, the traditional communication systems supporting correspondent banking services 

increasingly appeared to be too limited for catering increasing cross-border financial transactions. 

Telecommunication in banking exists since the 1840s. Trans-border messaging was strongly 

supported by the first trans-Atlantic submarine cable in 1866. Telegrams were replaced by telex, i.e. 

combined with typewriter keyboards from the 1930s onwards. Still, transferring funds via telex was a 
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very cumbersome procedure, with one cross-border financial transaction requiring up to ten telex 

messages. Moreover, the international telex network increasingly was congested and messages 

suffered from a lack of standardization and security (Scott and Zachariadis 2014, 10-13). 

When cross-border financialization started to take off during the late 1960s and early 1970s, 

European banks were under more pressure for developing a financial messaging system than their US 

counterparts since the latter already had access to wide (domestic) payments network. Moreover, 

the most important financial transactions in Europe necessarily very often have to take place across 

borders, therefore providing a strong incentive for European banks to come up with pan-European 

“clubs” in order to develop platforms for cross-border banking, including the “European Banks’ 

International Company” (EBIC) and the “Associated Banks of Europe Corporation”. These clubs were 

instrumental to assemble 68 banks from the United States and European countries for “The Banks’ 

International Message Switching Project” that was the basis for the foundation of SWIFT on May 3, 

1973 in Belgium (Scott and Zachariadis 2014, 13-16). US banks were also motivated to join SWIFT by 

the development of the proprietary “Machine Readable Telegraphic Input” (MARTI) system by the 

First National City Bank of New York (later Citibank), since they may have gotten dependent on the 

latter – and therefore on a close competitor (Farrell and Newman 2019, 59).  

SWIFT works as a member-owned cooperative society under Belgian law, owned and controlled by 

its shareholders, mainly banks, securities broker-dealers and institutional investors. Today, more 

than 2.400 institutions range as owners of SWIFT (Wong and Nelson 2021, 3). SWIFT is a private 

infrastructure and charges its users for messages as well as additional services, and returns its 

surplus to its members by discounts and rebates. Shareholding is based on the principle that 

ownership should be proportional to the usage of SWIFT’s services and shareholding is reallocated 

every three years (Scott and Zachariadis 2014, 29-33, Wong and Nelson 2021, 3). The appointment of 

SWIFT board directors is based on the ranking of countries with regard to shareholdings, leading to a 

board composition with 10 members from the EU, 2 each from Switzerland, the UK and the US, and 

one each from Australia, Canada, China, Japan, Russia, Singapore and South Africa at the end of 2019 

(SWIFT 2020, 29). The strong representation of European countries still mirrors the historical 

emergence of SWIFT and does not respond to the strongly growing importance of large emerging 

markets – similar to other private coordination service firms such as the International Accounting 

Standards Board (Nölke 2015). Twenty-five central banks provide an additional level of SWIFT 

oversight, led by the National Bank of Belgium (Wong and Nelson 2021, 3). 

Since the launch of SWIFT in 1977, its main function is to communicate payment instructions across 

borders, but without the actual clearing and settlement. For this communication function, SWIFT has 

achieved a globally dominating position for wholesale operations (which are most relevant for the 

trading of claims). About half of its messages relate to securities transactions (SWIFT 2019, 3). More 

recently, the fintech Ripple has tried to establish a faster wholesale alternative to correspondence 

banking with SWIFT, based on distributed ledger technology, but it still only covers a very small 

fraction of the market, similar to J.P. Morgan’s Liink information sharing system (Wong and Nelson 

2021, 8). This is also because SWIFT has countered these initiatives with a faster and more 

transparent alternative to its traditional service, called “gpi” (global payments innovation) and will 

implement another speed-enhancing platform in late 2022. Correspondingly, the “infrastructural 

power” (Schwartz 2019; Weiss and Thurborn 2020; Braun and Koddenbrock 2022) of SWIFT with 

regard to cross-border wholesale payments still is undisputed. More than 90% of the $140 trillion of 

cross-border transmissions in 2020 – equivalent to 152 percent of global GDP – were signaled via 

SWIFT (The Economist 2021). However, political conflicts may change SWIFT’s undisputed status in 

the future. 
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The conflicts over SWIFT and the China-Russia challenge 

SWIFT operated smoothly and largely unnoticed by political economists for decades. Its important 

role for the hierarchy of the global financial system only became obvious when the US became 

interested into SWIFT data after the terrorist attacks of 11 September 2001. Earlier attempts to get 

access to SWIFT data by the Financial Action Task Force were roundly turned down during the 1990s 

(Scott and Zachariadis 2014, 127-129; Farrell and Newman 2019, 66-67). After 9-11, however, the US 

Treasury stepped up the pressure and threatened SWIFT into cooperation with the Terrorist Finance 

Tracking Program (TFTP) by issuing subpoenas. This was possible because SWIFT operated a data 

center in the US where all messages were stored for 124 days (De Goede 2012, 216). The disclosure 

of data to the US Treasury became publicly known by US media coverage in 2006, triggering the “first 

SWIFT affair”. Subsequently, SWIFT came under massive fire by the Belgian government and the 

European Union, for the violation of data protection laws. In response to the criticism, SWIFT 

undertook a series of adjustments starting in 2007, including splitting up its messaging 

infrastructures in two parts, one dealing with intra-European activity and one dealing with global 

activity. Whereas the latter is processed both in its US and European data centers (located in the 

Netherlands and, since 2009, Switzerland), the former is exclusively processed in the European data 

centers (Scott and Zachariadis 2014, 129-131). In addition, a formal international agreement 

between the European Union and the US now regulates the US access to SWIFT data for counter-

terrorism operations (Thießen and Jemlich 2018, 7). The first SWIFT affair, however, was not 

concluded by these adjustments and continued well into 2011, in particular as it became a basis of 

struggles for authority within the European Union (De Goede 2012).  

The “second SWIFT affair”, now in the field of geopolitics and not in counter-terrorism, started briefly 

thereafter (Scott and Zachariadis 2014, 133-135). In 2012, a US-based advocacy group called “United 

Against Nuclear Iran” started a campaign against SWIFT, arguing that SWIFT’s continued operations 

with Iranian member banks as well as other Iranian institutions was in violation with sanctions 

imposed on Iran by the EU and the US. The US Senate Banking Committee subsequently passed 

legislation permitting sanctions against SWIFT, if the latter would continue to service Iranian financial 

institutions. Very quickly thereafter, SWIFT signaled that it would be willing to implement whatever 

sanctions structure the EU and the US were coming up with. Based on an EU regulation prohibiting 

the provision of financial messaging services to sanction institutions, SWIFT complied and cut off 24 

Iranian institutions from the global financial signaling system in March 2012, not only a watershed 

decision in its history, but implicating itself as a geopolitical weapon.4 Since Iran “’de-SWIFTing’ was 

readily recognized as the single most effective sanction currently in existence on a macro scale” – or 

as the “nuclear option” (Caytas 2017, 14). However, this terminology is exaggerating the role of 

SWIFT in case of Iran, given that decoupling was only the “icing on the cake”, after the already 

existing US sanctions against any bank still transacting with Iran (O’Toole 2020, Smith 2022). The 

latter are the most powerful instrument, since the US government is authorized to impose heavy 

fines (e.g. nine Billion Dollar against BNP Paribas in 2014) or even withdraw the US license of any 

bank that conducts business via any of its subsidiaries with states blacklisted by the US (Götz 2021). 

Most Iranian institutions were temporarily reconnected with SWIFT in 2016, based on the “Joint 

                                                           
4 I should mention, however, that the use of SWIFT as a geopolitical weapon is not primarily geared at stopping 
the trading of claims. By excluding banks and other financial institutions from the SWIFT network, not only 
wholesale transactions (most important for the trading of claims) are made more difficult, but also retail ones, 
such as the simple purchase of goods (such as oil and gas) and services. The latter effect is potentially even 
more sensitive on the side of the recipients of the sanctions. Still, SWIFT-related sanctions do not discriminate 
between the types of transactions and therefore also affect the trading of claims that is at the focus of this 
book. 



10 
 

Comprehensive Deal of Action”, also called the “Iran deal”, concluded between Iran, the permanent 

five members of the UN Security Council, Germany and the EU. Bringing the Iranian institutions back 

into the global financial system was a key bargaining chip in these negotiations (Farrell and Newman 

2019, 69). 

The Iran actions, however, were not the end of considerations to employ SWIFT for geopolitical 

purposes, but rather the beginning. The next case was the Crimea crisis in 2014, refreshed by the 

Russia-Ukraine tensions in 2021/22. After the Crimea annexation, the US government suggested 

cutting off Russia from SWIFT. However, SWIFT did not give in. Still, Russia took this episode as a 

warning and developed its own SPFS (System for Transfer of Financial Messages) for cross-border 

use, particularly as the threat resurfaced repeatedly during 2014/2015 (Xu 2020). The SPFS is 

modelled on the example of SWIFT, runs parallel to the latter and is supposed to step in completely if 

Russia would be cut off from SWIFT. So far, it is mainly limited to the utilization within Russia, but the 

Russian government is keenly promoting the system at international summits such as those of the 

Shanghai Cooperation Organization and of the BRICS. In 2019, the government of Venezuela 

reportedly has been considering to join the Russian system, due to worries of a new round of 

sanctions that would also involve exclusion from SWIFT (Laya and Andrianova 2019). Also in 2019, 

Iran has linked its newly developed payment signaling system SEPAM to the Russian system 

(Financial Tribune 2019). Next to developing SPFS, Russia also took further precautionary measures 

to shield itself against potential financial sanctions, for example by accumulating huge amounts of 

foreign reserves and by comprehensively spreading a Russian credit card systems (“Mir”) that would 

limit the repercussions of a cut off from Mastercard and Visa for Russian consumers (Gricius 2020). 

Russia also is developing a digital rouble that is independent from SWIFT (see below), with the launch 

of a prototype in the internationally isolated Crimea region in early 2022 (Shagina 2022, 5). While a 

disconnection from SWIFT based on Western sanctions still would lead to short term capital 

outflows, currency volatility and a lot of inconvenience for transactions with Russia (e.g. moving back 

to telex for financial messaging), the mid-term impact seems to be manageable (Shagina 2021, Smith 

2022). 

The EU countries similarly developed an appetite for the utilization of SWIFT as an economic sanction 

mechanism. Based on a UN Report that some UN-sanctioned North Korean banks still were able to 

utilize the system of correspondence banking, the Belgian government instructed SWIFT to bar these 

banks from its system in 2017 (FT 2017). SWIFT complied and even disconnected all other North 

Korean banks (Wong and Nelson 2021, 14). Again, a private infrastructure that provides a public good 

has de-facto been nationalized for geopolitical purposes. The Iran problem also came back. In 2018, 

the Trump government – in contrast to European countries – pulled out of the Iran deal and 

threatened to introduce sanctions against the SWIFT board if the institution continued to cooperate 

with Iran (Thießen and Jehmlich 2018, 4)). In spite of the absence of any legal US authority over 

SWIFT, the Belgian institution gave in and delisted Iranian institutions again, citing concerns about 

the stability of the global financial system (Götz 2021; Wong and Nelson 2021, 13). Subsequently, 

some European countries tried to resist US pressure by coming up with an alternative system for 

transactions with Iran. Since European banks do not dare to undertake any transactions with Iranian 

banks, due to the threat of US sanctions (access to the US financial system simply is too important), 

France, Germany and the United Kingdom have come up with an alternative cross-border platform 

called INSTEX (Instrument in Support of Trade Exchanges), circumventing the remit of US sanctions. 

So far, the utilization of INSTEX has remained limited to a simple barter trade platform – and even as 

such, it is very limited, because the sale of Iranian oil or gas is excluded, in order “not to irritate the 

US too much” (von Hein 2020, 1). Correspondingly, Iran was only able to offer goods such as carpets 

and pistachios, while the European exporters limited their offers to humanitarian goods such as 

medical products – the focus of the first (and so far only) transaction in March 2020. Alternative EU 
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options to circumvent US sanctions do exist in principle, but have not been implemented (Thießen 

and Jehmlich 2018, 8-10). 

Potentially far more wide-ranging than the Russian or the European response to the second SWIFT 

affair, however, is the Chinese one. Since 2015, China operates the “Cross-Border Interbank Payment 

System” (CIPS). The latter is not only a financial messaging system such as SWIFT, but a complete 

payment system, also incorporating clearing and settlement. It still uses SWIFT for cross-border 

financial messaging, but can also be operated without SWIFT, if necessary. So far, the volume of 

payments processed within CIPS is rather limited, less than 2 per cent of the US CHIPS system (Yeung 

2020). Correspondingly, China is “astute enough not to challenge SWIFT until the CIPS has matured, 

but no doubt one day the challenge will come” (Prasad 2017, 116). CIPS is part of a general shift in 

China’s global policies during the last years. At the core of the Chinese strategy is the concept of 

“global connectivity” (Godehardt 2020). In practice, this strategy envisages not only the creation of 

spatial, but also digital infrastructures centered on China. Given the potential threat to be decoupled 

from the Western financial infrastructure, China seems to have decided that working within the 

existing institutions (e.g. by setting up a data storage center “Finance Gateway Information Service” 

in China in cooperation with SWIFT in 2021) alone is not sufficient and needs to be complemented by 

developing a new set of China-centered institutions. Correspondingly, the China challenge for 

Western predominance is not only a military or political, but also an economic one. 

More recently, the China payment system issue appears to heat up again in the context of growing 

tensions between China and the US that did not stop after the change in US leadership from Trump 

to Biden. Given the threat of a bipartisan US consensus on the need to put a brake on the rise of 

China, the Chinese government apparently has stepped up its efforts to promote the alternative 

payment system. In order to avoid being hurt by potential US sanctions too badly, the Bank of China 

has advised the country’s banks to avoid SWIFT messaging (Pyments 2020). Moreover, it has 

intensified its activities to establish a Chinese central bank digital currency (CBDC) as an alternative 

system for cross-border payments (Greene 2021). With regard to the latter, CBDCs not only work 

without SWIFT, but also without the system of correspondence banking – based on a very prominent 

role for US banks – altogether. In the future, the digital Renminbi (also called “digital yuan”, DCEP or 

e-CNY) should not only be used for domestic retail payments by consumers (currently its main 

purpose), but also for the wholesale cross-border trading of claims. China hopes to exploit the first-

mover status of the Chinese CBDC, the first among the major currencies. However, for many market 

participants a digital Renminbi might be equally ‘toxic’ as the physical Renminbi (Kärnfelt 2020, 

Shagina 2021, 2022). Therefore, even more important than the broadening of the utilization of the 

digital Renminbi is the Chinese support for global CBDC standards and particularly for a multi-CBDC 

arrangement (a project called “mBridge”). The latter could provide a very cheap and fast alternative 

to the SWIFT-based system for cross-border payments in the future (Auer et al 2021). Therefore, it 

could undermine both the role of the US Dollar as global lead currency and of US surveillance of the 

global cross-border trading of claims (Campbell 2021, Lewis and Li 2021). Moreover, the proliferation 

of CBDCs could also lead to the proliferation of sophisticated capital controls, given that the latter 

become easy to implement with the high degree of state control over the utilization of this type of 

digital currencies (Greene 2021). Fintech innovations such as CBDCs combine financialization with 

neo-statist authoritarian capitalism in a seamless way (Gruin 2019, 2021; Gruin and Knaack 2020). 

This observation finally leads to the question whether the establishment of alternative financial 

signaling systems – or the shift to a multi-CBDC arrangement for cross-border payments – has the 

potential to change the over-all nature of financialization in the future.  

Implications: alternatives to SWIFT and the future of financialization 
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So far, the Chinese alternative to SWIFT has only attracted a limited number of users. However, these 

numbers are rising fast. A Nikkei survey, e.g., indicates an 80% increase of payment settlements 

based on CIPS between 2017 and 2018, particularly from countries under US sanctions, such as 

Russia and Turkey, as well as countries involved in the Belt and Road Initiative (Nikkei 2019). The 

number of CIPS participants exploded from 195 in October 2015 to 1.189 in May 2021 (Wong and 

Nelson 2021, 9-10). Moreover, the alternative system is being utilized in an economic region that 

currently is growing much faster than the traditional center of the global economy covered by SWIFT. 

The COVID-pandemic only seems to strengthen this tendency.  

The politicization or even “weaponization” of SWIFT has intensified the development and application 

of central bank digital currencies as an alternative to the existing payment system for the cross 

border trading of claims, not only for retail payments. State-capitalist economies such as China play 

the lead role with regard to these alternative systems, particularly with regard to the utilization of 

central bank digital currencies for cross border transfers. These currencies allow for a high degree of 

state control, including an easy implementation of capital controls. Correspondingly, the future of 

global finance may not be general “de-financialization” (Dutta 2022), but a coexistence of neo-liberal 

and state-capitalist modes of financialization (Petry et al. 2021).  

Next to state-capitalist features of alternative financial systems, the simple fact of a proliferation of 

competing payment infrastructures constitute an effect how alternatives to SWIFT may negatively 

affect the currently dominant model of the creation, trading and enforcement of claims. So far, this 

system is based on a very high degree of centralization of its infrastructures, under Anglo-American 

control (Fichtner 2017). An obvious politicization leading to a set of competing infrastructures might 

weaken this important feature of financialization, a development that is clearly worrying US think 

tanks such as Carnegie (Greene 2021).  

Taken together, the demise of neo-liberal cross-border financialization that may stem from the 

emergence of alternatives to SWIFT looks like another case of unintended consequences of political 

actions with other purposes. When the US government started to use SWIFT as a weapon, it certainly 

did not contemplate the eventual consequences this move may have for neo-liberal financialization 

more generally. It is not without irony that the process of neo-liberal financialization may both start 

and end with unintended consequences. 
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