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The continuous growth of RMB bond
issuance in Hong Kong has strengthened
Hong Kong’s position as an offshore RMB hub

Li Cheng Xiang, Head of RMB Business Division
Yeung Wing Fung, Strategic Planner
The process of RMB internationalization has made great achievements in
recent years, and its functions as settlement currency, financing currency, reserve
currency and transaction currency have all been improved. The 14th Five - Year
Plan clearly states that “strengthening Hong Kong as a global offshore RMB
business hub” is a key measure and positioning for the central government to
support Hong Kong to consolidate and enhance its competitive advantages and
better integrate into the overall situation of national development. Thanks to the
combination of central policy support and market drivers, Hong Kong has been able
to develop into a global hub for offshore RMB business. Hong Kong, with its broad
investor base and rich pool of RMB funds, has attracted investors and institutions
from around the world to participate in the RMB bond market, which provides
issuers with greater financing channels and more sources of funds. According to
the “2023 RMB Internationalization Report” released by the People’s Bank of
China, the issuance of RMB bonds in Hong Kong in 2022 increased by 29.6% YoY,
accounting for 80% of all offshore RMB bond issuance. The sound development of
the RMB bond market in Hong Kong has further consolidated and enhanced Hong
Kong’s position as a hub for offshore RMB business.

Development status of RMB bond market in Hong Kong

1. The offshore RMB financing function has been steadily improved

With the development of China’s economy and the continuous deepening
of reform and opening up, the demand for the use of RMB in investment and
financing by domestic and foreign business entities continues to rise, and the
financing function of RMB has significantly improved in the past two years.
Policies on overseas lending by domestic banks and domestic bond issuance by
foreign institutions have been introduced, the RMB investment and financing
environment has continued to improve, and the offshore RMB bond market has

developed steadily. Since 2022, the issuance of offshore RMB bonds has increased

Disclaimer : This article reflects only the viewpoints of the author. It neither represents the opinion of the institution nor constitute any investment advice.



significantly. According to Bloomberg, Dim Sum Bonds (excluding CD) issuance reached RMB 415.4 billion in 2022,
an increase of 34.3%. CD issuance reached RMB 601.3 billion, a significant increase of 179.5% over 2021. From
January to October 2023, the issuance of dim sum bonds reached RMB 460.512 billion, up 36.6% YoY; CD issuance
reached RMB 528.7 billion, similar level from the same period last year. Since the US Fed began raising interest rates
in March last year, the growth rate of offshore RMB bond issuance has accelerated significantly, especially in RMB

certificates of deposit. The indicator has grown from less than RMB 100 billion in the same period in 2021 to about 250
to 300 billion yuan in the past two years.
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2. Hong Kong’s bond issuance mechanism has obvious advantages

Currently, Hong Kong has steadily developed into an international bond hub in Asia. Hong Kong has a complete
ecosystem covering all aspects of bond issuance, including arranging investors, legal advisers, accountants and other
professional service. It can provide one-stop services for issuers and is the preferred platform for issuing bonds and other
related products. According to official data, in terms of Asian institutions to issue bonds internationally, Hong Kong

has ranked first in the world for seven consecutive years, with more than USD 100 billion of issuance arranged through
Hong Kong last year, accounting for about 30% of the market share.

In terms of RMB bonds, the first RMB bond was issued in Hong Kong as early as 2007. In 2017, the “Northbound
Bond Connect” pilot was launched in Hong Kong, and the “Southbound Bond Connect” was implemented in 2021,
realizing two-way connectivity and greatly tapping the potential of Hong Kong in issuing and investing in offshore
RMB bonds. Currently, international investors invest in the onshore bond market through Hong Kong, accounting for

70%, fully reflecting the important function of Hong Kong to connect mainland and international funds and investors.

Development characteristics and trends of RMB bond market

1. The regular basis of central bank bills and Treasury bonds issuance in Hong Kong supports the
development of the RMB bond market in Hong Kong

Since September 2018, when the People’s Bank of China and the Hong Kong Monetary Authority signed a
memorandum of understanding on using the CMU bond platform to issue RMB central bank bills in Hong Kong, the
People’s Bank of China has issued offshore central bills on a regular basis. In 2022, the People’s Bank of China regularly



issue RMB central bank bills in Hong Kong in a market-oriented manner, with a total of 12 issues issued throughout the
year, with an issue scale of RMB 120 billion. On the other hand, the Ministry of Finance has issued RMB government
bonds in Hong Kong for 15 consecutive years to support the development of the RMB bond market in Hong Kong.
The scale of RMB Treasury bonds issued in Hong Kong has been growing continuously over the years, starting from 6
RMB billion and reaching RMB 28 billion at its peak. In 2023, the Ministry of Finance plans to issue a total of RMB 50
billion in Hong Kong for the whole year, the highest issuance in the past year. The RMB Treasury bonds issued by the
Ministry of Finance are the highest grade sovereign bonds and are widely welcomed by the overseas market. Each issue
has been oversubscribed, and together with the central bank bills issued by the People’s Bank of China, they have jointly
led the recovery of the dim sum bond market. It has enriched offshore RMB denominated assets, formed and improved
the offshore RMB benchmark interest rate curve, provided benchmark reference for other types of issuers, and provided
more high-quality RMB assets for overseas investors. It is expected that the issuance scale of RMB offshore treasury

bonds and central bills will continue to be an important part of the Hong Kong offshore RMB bond market.
2. Market drives RMB financing in both supply and demand sides

On the one hand, the cost of RMB financing is more attractive than US dollar financing, and the financing demand
promotes the demand for bond issuance. The US Fed has raised interest rates sharply since March last year, making
dollar funding more expensive and yuan funding more attractive. On the other hand, the Hong Kong Connectivity
mechanism has been further improved, adding more investor base to the RMB bond market in Hong Kong. The
southward flight of domestic funds has boosted demand for offshore bond investment. Demand at both ends of the
market has increased significantly. Moreover, the HKMA will add more designated market makers in 2023, which will
not only provide investors with more diversified choices, but also enhance the liquidity of the secondary market. The
supply and demand side of the offshore RMB bond market has improved significantly in the past two years, making the

bond market more active.
3. The diversification of offshore RMB market is gradually improving

The Shenzhen Municipal People’s Government and the Hainan Provincial People’s Government have issued
offshore RMB bonds in Hong Kong for three consecutive years. The issued varieties include innovative offshore RMB
bond varieties such as biodiversity themed green bond, blue bond and sustainable development bond. The issuance tenor
are 2, 3 and 5 years. The Shenzhen Municipal People’s Government and the Hainan Provincial People’s Government are
both high-quality and highly rated issuers with low debt ratios, providing more diversified and long-term asset options
for the offshore RMB bond market. In addition, Swire Properties became the first Hong Kong company to issue green
dim sum bonds in 2023. From issuers, bond types to maturities, RMB bonds are becoming more diversified, and the
issuance and trading of these new types of highly rated bonds will help improve the depth of the offshore RMB market

and attract more institutions and investors to participate in it.
To further promote the development of the RMB bond market in Hong Kong
1. Further strengthen a comprehensive market mechanism

We should continue to improve the connectivity mechanism. Explore ways to further optimize the “Bond Connect”

mechanism, expand the size of the Hong Kong bond market, promote more diversified dim sum bond issuance and



trading, and develop the offshore RMB fixed income ecosystem; Preferential policies, including taxation, should be

granted to further facilitate cross-border RMB investment and two-way flow of funds.

We should continue to improve financial infrastructure and enrich offshore RMB products. Recently, the Hong
Kong Monetary Authority is actively upgrading the clearing system for bond instruments and intends to develop it into
a major international central securities custody platform in Asia to better support the cross-border clearing, transaction
settlement and custody business. Meanwhile, we should promote the development of offshore RMB products, such
as the Swap Connect launched this year and the treasury bond futures trading planned to be launched by HKEX early
next year, with the aim of meeting the increasing interest rate risk management and trading needs of offshore investors,
providing investors with more diversified investment products and risk management tools, and making the offshore

RMB capital market more mature.

2. Expand the supply of high-quality bonds and the source of investors

On the supply side, we should improve market promotion, introduce more diversified issuers of high-quality RMB
bonds, and increase the supply of high-quality RMB denominated bonds. By achieving the these goals, we should
encourage more mainland government issuers to use Hong Kong platforms to issue RMB bonds, introduce mainland
policy banks and financial institutions to issue bonds, support the issuance of bonds under the Belt and Road Initiative,
and attract overseas governments, financial institutions and quality enterprises to issue dim sum bonds in Hong
Kong. For example, the Hong Kong Government can guide local MPF funds to invest in RMB bonds, increase global
roadshows, and attract global capital to Hong Kong, especially regional family businesses from the Middle East and

Southeast Asia.

3. Promote the development of green bonds to help the green and low-carbon transformation of society

Promoting the green and low-carbon development of the society is the key part of the bond issuance, and it is
also the core competitiveness under the new requirements. Currently, RMB bonds have an increasingly important
influence on green finance, such as the bonds issued by the Shenzhen Municipal government and the Hainan Provincial
Government, both included green, blue and social responsibility bonds in their issuance. Both issuance side and the
investment side, the green and low-carbon requirements will be higher, which has become an important trend in the
development of the bond market. As a green financial development center in Hong Kong, the issuance of RMB bonds
can make full use of this market trend and continuously improve the proportion of green element, so as to help the low-

carbon transformation of the society.

The recent Central Financial Work Conference clearly pointed out that “steadily and solidly promote the
internationalization of the RMB” and further emphasized the consolidation of Hong Kong’s status as an international
financial center. For Hong Kong, in lining with national strategies, serving the country’s high-quality development and
high-level opening up, it is an important measure and direction to identify the role and positioning in the new round of
RMB internationalization. At present, the function of offshore RMB financing is rapidly improving, and the issuance of
RMB bonds is active. All sectors in Hong Kong should work together to seize market opportunities, actively introduce
international investors and high-q uvality issuers, vigorously promote the issuance of RMB bonds in Hong Kong,
constantly improve the ability of financial services to serve the real economy, and make contributions to Hong Kong’s

integration into the overall situation of national development.
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