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ORI for the 4™ Quarter of 2014

Main Points

The BOC Off-shore RMB Index of 4™ quarter
2014 (BOC ORI Quarterly) reached 1.20%, a
slight increase by 0.01 percentage from that of
the last quarter.

The net inflow of RMB capital in some
degree became an obstacle for the
expanding of RMB offshore market scale.
Though facing the more complex interest rate
and exchange rate environments, the share of
RMB used in the offshore financial market kept
increasing steadily.

B The share of RMB deposit among total
offshore deposits kept on stable.

B The share of the value of RMB
denominated equity available to cross border
investors to total offshore equity value climbed.

B The share of the balance of RMB
denominated bond increased among the total
international bonds..

B The share of RMB related FX trading
value among total FX trading value dropped.

B Central banks and sovereign

investment funds increased the holding of RMB
denominated reserve assefs.
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Analysis
B Market Condition

| ORI increased by narrowing scale. The
offshore RMB Index of 4th quarter increases by
0.01 point from the end of last quarter and by
0.29 point on a yoy basis. The scale of increase
narrowed.

I The RMB interest rate spread between on
-shore and offshore market narrowed. The 3
-month HIBOR increased rapidly and narrowed
the gap between on-shore and offshore RMB
interest rates.
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Il The RMB depreciated against USD, the CNH
vs. USD rate was weaker than CNY throughout
this quarter. RMB experienced seasonal
depreciation against USD. The RMB exchange
rafe movements are characterized by two
features, one is the spread between CNH and
CNY rates widened, the other is CNH
depreciated more than CNY did against USD in
most of the trading days of this quarter.

B Overseas RMB Capital Pool

| The offshore RMB deposits was stable. The off
shore RMB deposits were RMB2.78 frillion, which
is at par with that at the end of 3™ quarter.
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I Among the total offshore deposit, RMB took
up a proportion of 1.70%, approximately the
same with that at the end of last quarter.

ll The 4™ quarter withessed RMB net inflow for
about RMB 660 billion.

B Overseas RMB Bonds Loans and
Equities
| The balance of RMB bonds in off-shore markets
further increased. At the end of 4" quarter, the
balance of RMB off shore bond was about
RMB481.6 billion, a 10% growth from the end of
the last quarter.
Il The balance of cross border RMB loans and
finances decreased. The cross border RMB
loans underwritten in Hong Kong were about
RMB180 billion, an increase by 18% from the
end of Sep. The balance of cross border RMB
loans underwritten in other regions and
countries declined. The fotal value of cross
border RMB loans and financing dropped by
about 2% from the end of 3 quarter.
Il the scale of RMB denominated equity
available for investment further increased.
Among which,
The market value of RMB denominated equity
in offshore market increased by 20%. The
approved RQFIl quota was about RMB290
billion. Due to a further opening of the domestic
capital market to the overseas RMB funds, the
total value of equity investment available to
overseas RMB holders increased than that for
the 3@ quarter.

B RMB Foreign Exchange Trading

For the 4" quarter of 2014, the total turnover of
global FX frading increased by 20% from that
for the 3 quarter, while RMB related FX trading
dropped by 2.6% for the same period. The share
of RMB related FX frading to the total FX trading
dropped to 3.18%, a decrease by 0.75
percentage points from that for the last quarter.

B RMB Reserve Assets
New South Wales Treasury Corporation of

Australian, French social security fund issued

RMB denominated Sovereign Bond. By the end
3
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of 2014, government institutes of British, France,
Australian RMB
denominated bond, and many cenfral banks
actively applied to purchase the offshore RMB
fixed income products, which manifested the
large potential of RMB as a reserve currency.
According to estimation, RMB denominated
foreign has already taken up 0.1-0.3% of the
total global foreign official reserve.

B RMB Offshore Market Dynamics

and Canada issued

I Hong Kong took an increased weight in
overseas RMB financial markets. During the 4™
quarter, Hong Kong took 52.7% of the Mainland
China’s cross border RMB receipts and
payments, an increase from 51.1% for the last
quarter. Taiwan and US’s RMB receipts and
payments with Mainland China increased by
more than 40%, and the share for the ftwo
regions and countries climbed to 5.01% and
2.33% respectively; Japan South Korea Australia
South Korea Great Britain Germany and
Luxemburg saw decreased share of RMB
receipts and payments with Mainland China.

I While the total amount of overseas RMB
deposits remained unchanged, RMB deposits
growth rates diverged across countries and
regions. The balance of RMB deposits
(excluding CD) in Hong Kong surpassed RMB 1
frilion for the first time, other countries saw
decreased rate of increase in RMB deposits. For
some counfries and regions, the balance of
RMB deposits decreased from that at the end
of Sept.

Il The RMB foreign exchange trading volumes in
Singapore, South Korea and Japan grew by
more than 10%, remained stable in Hong Kong
and dropped in Great Britain, United States and
France compared with that for the last quarter.
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Comments

B The spreads of RMB exchange rates
against USD between the on shore and off
shore exerted stronger influence over RMB cross
border movements.

In the 4" quarter, the spread of RMB interest
rates between the on shore and off shore
markets narrowed and its impacts on the RMB
cross border flow weakened. In the context of a
seasonal depreciation of RMB against USD, the
RMB exchange spreads between the on shore
and off shore markets widened and had more
influence on RMB cross border movements.

The 4" quarter witnessed weaker CNH
exchange rates against USD than CNY and a
wider spread between these two rates. Exports
proceeds paid in USD inclined to convert into
CNH before remitting across border to
Mainland China. RMB usage in export
settlement increased more rapidly than that in
import settlement, thus the net outflow of RMB
under current account dropped.

B The domestic capital market became a
new factor that activated on shore and off
shore RMB financial markets interactions.

Shanghai Stock Connect provided more
alternatives  for  overseas RMB assets
placements and spurred the demand for RMB
in offshore financial markets. The interest rates
spreads exchange rates spreads between the
RMB shore and offshore markets and the
enthusiasms of overseas RMB participation in
domestic capital markets will be important
factors that influence the supply and demand
of RMB in the offshore markefs.

B The RMB offshore financial markets has
achieved great progress and still face big
challenges

Looking back to the year 2014, the RMB off
shore financial market have made great
progress, mainly in following aspects:

The first is the scale of RMB off shore markets
enlarged and its scope expanded. The
overseas RMB deposits grew from RMB2.06
frillion at the beginning of 2014 to RMB2.78
frilion at the end of 2014. Domestic RMB assets
held by overseas individuals and institutions
grew from RMB2.9 trillion to RMB4.5 trillion, or by
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The second is RMB exchange rate formation
mechanism was further improved and more
notable achievements emerged in RMB off
shore markets. The band for RMB vs. USD
exchange rate fluctuations further widened.
RMB direct quotations against EUR GBP SGD
and KRW were intfroduced to the market. The
RMB offshore markets steadily grew despite a
slight depreciation of RMB against USD. The
balance of off shore RMB bonds grew by 44%
from that at the end of last year. British
government and new south wales of Australia
issued sovereign debtin RMB.

The third is that the domestic market further
opened to the outside world and RMB offshore
markets developments are on the momentum.
The setting up of SFPZ and starting of Shanghai
Stock Connect further widened the channel for
RMB cross border flow under capital account
and propelled the cross border borrowing and
equity investment with RMB funds. More
financial products emerged in the RMB off
shore markets and RMB related financial
fransactions are more active.

The fourth is that the share of RMB usage in off
shore financial markets further enhanced and
the gap of usage in offshore financial markets
between RMB and other major international
currencies further narrowed. At the end of 2014,
the index measuring usage level in offshore
financial markets for USD EUR GBP and JPY
were 50.19%. 25.97%. 5.41%. 4.11%, a change of
0.75.-0.35. -0.45. -0.55 percentage respectively
from that for the end of the Jun 2014. In the
same period, the ORI increased by 0.07
percentage to 1.2%.

There are still challenges ahead during the
process of RMB off shore financial market
developments:

The first is RMB outflow channels need to be
widened. In the 4™ quarter, ORI grew at a
slower pace; the net inflow of RMB constrained
the expansion of overseas RMB assefts and
liabilities. When increased channels for RMB
inflow under capital account led to more inflow
of RMB funds, keeping the RMB flow out at
appropriate magnitude and pace become a
more imperative task.
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The second is the development of RMB offshore
markets need o be integrated with that of “silk
road and silk road economic belt”. As more
and more Chinese enferprises are going
abroad to participate in building ‘the Silkk Road
Economic Belt’” and ‘the 21st Century Maritime
Silk Road’, the RMB offshore market should play
a more important role in helping those
entferprises in this regard, i.e. raising and
distributing overseas RMB funds for ‘One Belt
and One Road’ development projects.

The third is the onshore and offshore RMB
financial markets developments need to be
further coordinated. Increased fund flow
channels under capital account gave rise to
interactions between onshore and offshore
markets. Close monitor on interest rates and
exchange rates movements should be in place
and RMB supplies and demands in both money
market and capital market should be carefully
regulated to keep the onshore RMB financial
market stable and the offshore RMB financial
market develop in healthy frack.
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About Us:

Bank of China is the most international and
diversified bank in China. Its overseas
institutions cover 41 countries and regions.
BOC is among the most active international
RMB bank service provider. Bank of China
(Hong Kong), the Bank’ s Macau branch,
Taipei branch Frankfurt branch, Paris
branch, Sydney branch and Bank of China
(Malaysia) have become the local RMB
clearing banks designated by the PBOC.
The RMB clearing system operated by Bank
of China (Hong Kong) provides the longest
service hours per day among all major
overseas RMB clearing services.
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BOC Off-shore RMB Index (ORI) is the intellectual property of Bank of China. The citation of
this index shall bear the notation that the source of ORI is Bank of China. This Document should also
not be cited or abridged or amended in a way that contradicts with what it is intended. The view points
are for reference only and constitute no investment proposal. Bank of China accepts no responsibility
or liability for any loss arising from or in reliance upon the whole or any part of the contents of this

Document.



