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Main Points

The BOC Off-shore RMB Index of 3 quarter
2015 is 1.40%, an increase by 0.03 percentage
points from the end of the last quarter.

B RMB infernationalization was faced
with a changed market condition;

B The factors that drove the growth of
the RMB offshore market has changed

B The aggregate demand for RMB
denominated financial insfruments confinued
to grow
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Analysis

B Market Condition
During July, the market remained the pattern

where USD/RMB rate fluctuated within narrow
band and interest rate spread between the
domestic market and offshore market was thin.
In August, the reform on RMB mid-price
formation mechanism marked a turning point
and the market condition experienced drastic
change, one is the exchange rate of RMB
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against USD depreciated sharply and CNY/
CNH spreads quickly widened. (Graph 1) The
other is that liquidity became tight and interest
rate level climbed quickly in the offshore
market and surpassed the interest rate level in
the domestic market.

9 Aty > NREERGER DR
NSRRI (HAEE > H 8
B 03 Ve LA I B BT Y T BRS04 A

=)
8= °

In Sept, measures to maintain the stability of
RMB exchange rate helped ease the concern
on a continuous depreciation of RMB, the
market pattern formed in Aug as a result of the
exchange rate reform still remained.
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B BIAREESH B Overseas RMB Capital Pool
BEARBEXABREDY 0 —ZFE The offshore RMB deposits dropped for the first
Ko BEE AR A R 2.38 EfEjr > time. The off shore RMB deposits were RMB2.59
BRI EAA B LR EY By 1.55% > trillion, or 1.55% of the total amount of offshore
By F R R 0.22 (EE 48 - deposits, the share is 0.22 percentage points

lower than the end of the 2"¢ quarter.
B S AR¥ES - SR HER B Overseas Bonds, Loans and Equities

| B A\ BMES (R& CD) #8%8/\ | The oufstanding amount of RMB bonds (not
g EF - BTy PR — R including CDs) in off-shore markets grew

. e e — . moderately » but bond issuance dropped. At
Ko BRI RE(EZZER%E 5333 BT 2 v oul 53U pped.
the end of 3rd" quarter, the outstanding

:é}gj{ijj[[ 139 {&oe amount of RMB off shore bond was about
RMBS533.3billion, increase by RMB13.9 .billion

2/7



=R AR RT3 TR -
sPER Tl AR EZ: 244 (870 58174
R TR —F > IS =R
& - EHBTHEHRZEH MEEs > 8
Hinstere N R EZF a7 AR b—
o8 54 (BT 9 AR TRI =K
{REEHTEE 15 (8T -

I ARBE BB REST - 55
EENNRE G E R R
AIGRLY 17%  BRECHEIRE R4
15 {58l - Horpr > Bl A R E5K
¥y 2850 fRyT » ¥ EF AR RL 19% ¢

= FEREEN R A BT ME LAY
ARSI R 2 3391 oo B2
FRERIENLY 930 fE7T -

Il JSNFEI AR EHEERTEE
EFEREART

' BEINAN R EHEARE 2 T EE
EFERWIR TR BRSNS AREA A
RERETE=FER LT 4%2 5285
Bt EEHEREAT ST ER _FE
RIEFEL 15%HVR 58 T > BSNFAIIAR
Mt EME T (E S 2R E AT ST ER
FEEEE EFERIHS/NE BTt -

B ARBIINERS

=FE > EINERFEE _FEM
W 2% - HEIAANRBEINER S E BT
VORY > 5 [FIHH BRSNS 2 BRI R
4.25%  BERFTFERELINER FHE
WEHHIAL ©

from the end of 2" quarter.

Issuance of RMB Offshore bonds, which
decreased sharply in the 3 quarter, totaled
RMB24.4 billion in 3" quarter, which was about
50% less than 2" quarter and was the lowest in
the first three quarters. RMB bond issuance in
the offshore market dropped month by month,
i.e. RMB bond issuance was RMBS5.4 billion in
Aug, nearly half of the amount for July, and
was RMB1.5 billion in Sept, the lowest for the
first three quarters.

I The offshore RMB loans and financing
increased considerably, and grew by 17% from
the end of the 2" quarter, the scale of
increase was 15 percentage points higher
than that for the 2"¢ quarter on quarter on
quarter basis. Among which, the balance of
RMB loans in Hong Kong was RMB285 billion,
19% percent growth from the end of 2"
quarter.

At the end of 3 quarter, the balance of RMB
loans extended to overseas borrowers
increased by RMB?3 billion fo RMB339.1 billion.

Il The market value of equities traded in RMB
was at par with that for the end of the 2™
quarter.

Although RMB denominated equities fraded in
offshore markets fell by about 30%, the market
value of equities tfraded in domestic market
and held by overseas investors increased by
4% to RMB528.5 billion. In the context that
global market capitalization fell by 15% in the
39 quarter, the share of market value of RMB
denominated equities still increased.

B RMB Foreign Exchange Trading

During the 3 quarter, the global FX trading
value increased by 2% from the 2" quarter,
while during the same period, the RMB FX
frading increased by 40%, RMB FX ftrading
accounted for 4.25% of the global FX trading
value and RMB remained the 5™ most traded
currency.
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[ RMB Offshore Market Dynamics

| RMB receipts and payments with Mainland
China. Till the end of the 3 quarter, Hong
Kong’s share in the Mainland China’s cross
border RMB receipts and payments increased
from 52% for the first two quarters to 52.6% for
the first three quarters, the joint share of Japan,
South Korea and Singapore increased from
14.7% to 15.1%, the joint share of Germany,
Great Britain, Switzerland and Luxemburg
dropped from 8.5% to 7.3% for the same time
horizon.

I Changes in the overseas deposits. The total
amount of overseas RMB deposits decreased.
Among which, the total deposits in Taiwan,
Hong Kong and Macau dropped by over
RMB110 bilion, the RMB deposits in South
Korea decrease by half.

Il Changes in RMB FX trading. During the 3™
quarter, Great Britain, South Korea, Hong
Kong, United States and Mainland China were
sequentially the most active countries in RMB
FX tfrading. Great Britain accounted for 35% of
the global RMB FX ftrading, 7 percentage
points higher than that for the 2" quarter;
South Korea accounted for 16% of the global
RMB FX trading, 11 percentage points lower
than that for the 2"¢ quarter. Hong Kong'’s
share was 12%, at par with that for the 2"
quarter.

IV Issuance of RMB bonds in the offshore
market. During the 3 quarter, issuance of RMB
bonds in off shore markets by Mainland China
issuers and European issuers decreased, while
issuance from South Korea and US issuer
increased. At the end of the 39 quarter,
issuers from Mainland China , Europe, Hong
Kong and US accounted for 70% > 9.62% -
2.25% > 1.17% of the outstanding offshore RMB
bonds respectively. Issuers from Japan and
South Korea jointly took up 4.07% of the
outstanding amount of the RMB bonds in
offshore market.
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Comments

B The market mechanism underlying RMB
internationalization kept improving and the
drivers to the growth of the offshore RMB
market shifted.

The RMB deposits decreased and the
investments in RMB bonds cooled in the
overseas markets. Activities relative to RMB
assets became less eminent in driving the
growth of the RMB offshore markets.

Cross border RMB funding and loan fto
overseas borrowers climbed quickly, as a result
of the relatively low interest rate in the
domestic market; the rapid growth of RMB
loans in major overseas market manifested
that depreciating RMB helped to boost the
RMB indebtedness. These signs showed that
activities relating to RMB indebtedness
contributed to the growth of RMB offshore
market.

The demand for RMB financial instruments
across assets, liabilities and trading were
released in the offshore market and thus
facilitated the growth of aggregate demand
in the market, the ORI index during the 3¢
quarter continued to grow.

RMB be included into the SDR basket will boost
the demand in the offshore market.

At the end of November, the inclusion of RMB
info the SDR basket will further enhance the
international status of RMB and give boost to
the RMB demand in the offshore market.
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WFERRARTE 25 - BEE IR - Please contact us :

PR T 5 SR EiE A B E Cross-border RMB team, Global Trade
BEEE - +86 10 6659 2278 Service Department of Bank of China

FEE : winiom@bankofchina.com Phone : +86 10 6659 2278

EEHILES 4 N Email : winiam@bankofchina.com

http://www.bankofchina.com/fimarkets/cri/ Website :
http://www.bankofchina.com/fimarkets/cri/
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About Us :

BOC is the most international and
diversified bank in China, with its overseas
institutions covering 44 countries and
regions. BOC is among the most active
international RMB bank service provider,
forming mature RMB product lines. BOCHK,
BOC Macau branch, Taipei branch,
Frankfurt branch, Paris branch, Sydney
branch, BOC (Malaysia), BOC (Hungary),
Johannesburg branch and BOC (Zambia)
have become the local RMB clearing
banks designated by the PBOC. The RMB
clearing system operated by BOCHK
provides the longest service hours per day
among all major overseas RMB clearing
services.
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