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ORI for the 4" Quarter of 2015

Main Points

The BOC Off-shore RMB Index of 4™ quarter
2015 is 1.30%, a decrease by 0.1 percentage
point from last quarter and grew 0.1 percentage
point from the end of 2014.

B In the 4™ quarter of 2015, the balance of
offshore RMB deposit, loan and the share of RMB
foreign trading among the global FX frading
volume slightly dropped from last quarter, while
the balance of offshore RMB bond slightly
increased and the market value of equities
traded in RMB was at par with that for the 3
quarter. Overall the level of RMB used in offshore
market dropped slightly from the 3 quarter
2015.

B For the whole year of 2015, ORI kept the
stable growing frend during the first 3 quarters
and dropped in the 4" quarter due to the
increased USD interest rate and the voldtility of
domestic and global financial market. But the
base for long term development of RMB offshore
financial market was becoming more stable and
ORI grew in certain extent during 2015.
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Analysis

B  Market Condition for the 4™ quarter
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2015

The balance of offshore RMB deposit dropped
slightly. At the end of 2015, the balance of
offshore RMB deposit was RMB 2.22 frillion yuan,
decreased by over RMB 160 billion yuan.

The balance of offshore RMB loans decreased. At
the end of 2015, the balance of offshore RMB
loan decreased by ten percent from the end of
the 3@ quarter.

The balance of RMB loans of domestic financial
institutions extended to overseas borrowers
decreased. And the loan amount was RMB 315.3
billion yuan, decreased by RMB 24 billion yuan
from the 3 quarter.

The outstanding amount of offshore RMB bond
grew moderately. At the end of 2015, the
outstanding amount of RMB offshore bond (not
including CDs) was about RMB 540 billion, which
was 6.7 billion higher than that of the 3 quarter.
The market value of equities traded in RMB was
at par with that for the end of the 3 quarter. At
the end of 2015, the outstanding value of RMB
denominated stocks, bonds and loan possessed
by non-resident was about RMB 2.2 frillion yuan.
Among which, the market value of domestic
stock held by overseas institutions was RMB 598.7
billion yuan, representing a 13% growth.

The share of RMB foreign exchange trading
volume dropped slightly. During the 4" quarter,
RMB FX frading volume accounted for 4.25% of
the global FX frading volume, representing a
0.17% decreasing from 3 quarter.
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B Market Condition for 2015

Two-way fluctuation of RMB offshore
exchange rate became more obvious.

During 2015, onshore and offshore RMB
exchange rates converged, but offshore
RMB exchange rates experienced more

severe fluctuation. In the 1st quarter,
impacted by the increased USD interest
rate, strong devaluation expectation

manifested itself in offshore RMB exchange
rates. In the 2nd quarter, offshore RMB
exchange rate first picked up and stayed
stable before ‘811" and then fluctuated
severely in short term after ‘8117 RMB
exchange rate regime reform and the gap
between on shore and offshore market
reached more than 1000 basic points. Since
September, due to the favorable
expectation of RMB be include into SDR by
IMF, market tended to be stabilized. At the
end of the year, as the implement of US
dollar interest rates increasing, offshore RMB
market again fluctuated. In the long run,
due to the limited capacity of offshore RMB
market, offshore RMB exchange rate will
follow the trend of onshore rate and come
back to the stable state.

On December 11, 2015, the China Foreign
Exchange Trade center published CFETS
exchange rate index. It would help guide
market participants to shift their focus from
the bilateral RMB/USD exchange rate to the
effective exchange rate, which was based
on a basket of currencies. It was a symbol
that RMB exchange rate would be based on
market supply and demand and with
reference to a basket of currencies.

Offshore RMB market faced liquidity strain.
Offshore RMB interest rate fluctuated due to
the volatile of exchange rate. The levels of
onshore and offshore interest rates reversed
and offshore markets faced RMB liquidity
strain. At the end of 2015, the RMB deposit
balance in offshore markets was about RMB
222 trilion yuan, representing a 20%
decrease from the end of 2014.
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The channel for the usage of offshore RMB
capital broadened.

Due to the influence of increased USD
interest rate and the going down of
domestic RMB interest rate, the scale of
offshore RMB loan grew slightly and its
function of financial currency manifested
itself. The balance of RMB loan in Hong Kong
reached about RMB 300 bilion yuan,
representing a 67% year-on-year growth.
About offshore RMB bonds, the RMB bonds
issuance in offshore markets totaled
RMB156.8 billion yuan in 2015. After ‘811", the
offshore RMB market faced the liquidity
strain and the cost of RMB bond issuance
increased considerably. We expected that
in the future, more foreign entities began to
hold RMB assets as RMB be included to
SDR by IMF and the offshore bond market
still faces development opportunities.

The foundation of offshore RMB market will
be improved.

By the end of 2015, 20 overseas countries

and regions had buillt RMB clearing
arrangement. Cross-border Inter-bank
payment System (CIPS) launched to

facilitate the global payment of RMB. PBOC
had signed currency swap agreement with
monetary authorities from 33 countries and
regions to enable the closer financial
cooperation. The pace of RMB
internationalization speeded up.

Comments

B Offshore RMB market continue to

develop into deeper and wider areas.

Due to the multiple factors’ influence, RMB
exchange rates and interest rates fluctuated
considerably in offshore market in 2015. But
on the other hand, RMB denominated

deposit, loan, bond, foreign exchange
frading, investment and financing,
derivatives in  exchange, stock, and

insurance products all grew in stable paces
in offshore RMB markets. The infrastructures
like RMB clearing network in offshore market
were gradually improved and the broadness
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and deepness of offshore market were both
expanded.

B Offshore RMB markets will take on the
spiral rise trend

Looking forward to 2016, RMB exchange
rate regime reform will carry on and it will
keep roughly stable in reasonable and
equilibrium level. RMB be included by IMF as
one of the SDR basket currencies will
stimulate the demand for RMB denominated
assets by overseas enfities. The
implementation of ‘Belt and Road’ strategy
will give rise to opportunities for RMB outflow.
And the adjustment of global commodity
market is providing the chance for RMB to
become global pricing currency.

Seeing in the long run, the wilingness and
demand of RMB by offshore entities will not
be reversed by the temporary market
fluctuation. RMB exchange rate regime
reform, RMB inferest rate liberalization and
RMB capital account opening will contfinue
making  progress. The  price-discover
capability and of RMB in onshore market
and the channel for conduction to offshore
market will both be improved. The RMB
capital in offshore markets will further
infegrated into the real economy, which is
providing strong support for the
development of RMB offshore markets.
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About Us:

BOC is the most international and
diversified bank in China, with its overseas
institutions covering 46 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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