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Main Points

The BOC Off-shore RMB Index of 1¢
quarter 2016 is 1.26%, a decrease by 0.04
percentage points from the end of the last
year.

B The RMB usage in the offshore
financial markets declined.

B The decline in offshore RMB deposits
and RMB loans led to the drop of the index.

B The development of RMB offshore
market is undergoing adjustment and
fransformation.
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Analysis

B Market Condition

During the 1% quarter of 2016, the interest rates
in offshore market first rise then fell, while the
intferest rates in domestic market underwent
fell-rise-fell trend. By the end of this quarter,
both the onshore and the offshore interest rates
tended to be stabilized and the gap between
them narrowed.

At the beginning of this year, RMB depreciated
against USD in domestic and offshore markets
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while the offshore market saw the stronger
depreciation anticipation, which broadened
the exchange rate gap between onshore and
offshore markets. Later this quarter, the RMB
exchange rates tended to be stabilized and
the gap between onshore and offshore
narrowed.
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B Offshore RMB Capital Pool

The offshore RMB deposits dropped. The
balance of off shore RMB deposits were
RMB2.1 trilion by the end of the 1% quarter
2016, or 1.3% of the total amount of offshore
deposits, the share is 0.13 percentage points
lower than the end of the last quarter.

B Overseas Bonds, Loans and Equities

| The outstanding amount of RMB bonds (not
including CDs) in off-shore markets declined,

but bond issuance amount grew from last
quarter. At the end of 1°' quarter this year, the
outstanding amount of RMB offshore bond
was RMB519.3 billion, decrease by RMB20.7
billion from the end of 2" quarter.

The issuance amount of RMB offshore bond
was RMB 11.5 billion this quarter, which
doubled the issuance amount of the 4"
quarter 2015, but was still less than 30% of the
first quarter bond issuance amount last year.
The RMB offshore bond market was sfill lack
activeness.
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I The cross-border RMB financing scale
increased slightly while the offshore RMB loan
balance dropped.

At the end of the 1° quarter 2016, the balance
of RMB loans by domestic financial institutions
extended fo overseas borrowers was RMB
324.7 billion, increased by 3% from the end of
last year.

The balance of offshore RMB loan decreased
by 2.7% from last year, among which the
balance of RMB loan in Hong Kong was
RMB281.6 billion, 6% percent decline from the
end of last quarter.

Il The market value of equities traded in RMB
by overseas entities decreased from the end
of last year.

By the end of this quarter, the market value of
RMB denominated stock and equities held by
overseas entities decreased from the end of
last year and the share among the overall
global capital market value also dropped
slightly.

Among them, the RMB denominated equities
fraded in offshore markets increased by about
14%, the market value of stocks fraded in
domestic market and held by overseas
investors decreased by 4.6% to RMB570 billion.

B RMB Foreign Exchange Trading

During the 1% quarter, the global FX frading
value increased by 5% from the last quarter,
while during the same period, the RMB FX
frading increased by nearly 10%, RMB FX
frading accounted for 4.45% of the global FX
trading value and RMB remained the 5™ most
fraded currency.

[ RMB Offshore Market Dynamics

| The overseas distribution of RMB cross-border
receipts and payments with Mainland China.
Hong Kong’s share in the Mainland China’s
cross border RMB receipts and payments
increased from 52.9% last year to 55.3% during
the 1% quarter this year. Singapore, Taiwan
took the second and third positions in the
overseas RMB cross-border receipts and
payments countries/regions list and the shares
were 6.5% and 4.9% respectively. The
countries/regions that took up more 1% shares

3



HE. R[] RBEREHS. B &
ZMFASHS.

2XEBETHERRNEL. RIE
EREERQMEIRE, | TEREERT
MBARTERNA 7594 27T, 2EBE
SREREREK 8000 1Z7T; BERERHE
wER, 1| FER, AEINLIEERT
(DBU)MEF I 553R1T (OBU) ARM#HF
FREN 3143 127T, EHEFMADA TR,

3. RITERARM RSB,

SEUK, BEARTRSLITES
B ERVEAR. QFF BEIHRIT
FUDFRFIRRIEST, ARMITBE S EBMWL
BERBRITARTHRS, ARTHAENR
BRI EENESTHRNES

s, R EMEED 3 F8 30 ZTAR
HRSECBILSRZ AR L. XZ
FEVBSEREPERIINGITART
Efr, wAMEEIF ORISR
AR T HNRE AN, e
BREARTHHLKREBRZEN

Ri¥

B EEARTHTHEEABRERLE.
—REVARTLEENNEEA
RAAERE. FIRKEURSEERHE
SERNIEE T B, ARTEPRE
KA EMmE, BEA CNH LREHE
FFBETIHFTH LR BN ERTH, N
ERMiAHERIERE, BREARKKE, EN
BEAHEMRERNARTENIE .

T REEARTERAEREERBEK T
EANMTEREARMESELIFEE. 2016
F1AFEARBTEETEREGERESR
SEER, WEIINESRMAMEERERRA
RMGEARIER—E LN GFEREES. &
TEZRSBERNBAREGY T5ISEIINE

also included Japan, British, Germany, Koreq,
Vietham, Macao, the British Virgin Islands, USA,
Netherland and Cayman Islands.

I Changes in the overseas deposits in main
offshore markets. According to the latest
statistics released by HKMA, by the end of 1
quarter, the balance of RMB deposit in Hong
Kong banking system was 759.4 billion yuan,
reaching the lowest point of below 800 billion
since 2 years ago. According to the media
release, the balance of RMB deposit in
Designated Banking Unit and Offshore Banking
Unit of Taiwan decreased in 2 contfinuing
month to reach RMB 314.3billion yuan.

Il Issuance of RMB bonds in the offshore
market. More sovereign institutions show
interests in RMB denominated bonds. Hungary
and Korea governments issued ‘Dim Sum
Bond’ and ‘Panda Bond’ respectively. We
expect that more overseas sovereign
institutions will issue RMB denominated bonds
and include RMB into their assets allocations.

In addition, Chinese Ministry of Finance's 3-year
3 bilion RMB bond listed at London Stock
Exchange, which is the first Chinese sovereign
RMB bond issued and listed outside of China.
The bond has provided investors with a new
investment product and helps to further
promote the development of London's
offshore RMB market.

Comments

B The development of RMB offshore market
is undergoing adjustment and transformation.

Firstly, the RMB exchange rate fluctuation in
the beginning of this year influenced the
offshore RMB circulation directions, RMB
interest rates situation and offshore investment
and financing activities. As for the long term
development of RMB internationalization, the
short-term exchange rate fluctuation will help
offshore market break the one-way trend
expectation, accelerate the market structure
adjustment and release the accumulated risks
to better adapt to the more flexible RMB
exchange rate regime.

Secondly, the new RMB deposit reserve
requirement policy is helping adjust the
offshore RMB capital structure. On Jan 2016,
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PBOC specified that offshore financial
institutions ’ deposits in onshore financial
institutions  should be included into the

categories of deposits that require deposit
reserve. In the long run, this policy will help
improve the overseas’ financial instfitution’s
capability of liquidity management and the
stability of offshore markets. RMB macro
prudent policy framework and adjust the
offshore RMB interest rates and capital term
structure.

Third, the gradual opening of domestic is
gathering the impetus for the offshore
development. In the first quarter this year,
different types of overseas institutions including
sovereign institutions, financial institutions and
enterprises  issued ‘Panda Bond’ in China
domestic interbank bond market. In the future,
the more overseas institutions participating in
domestic  bond market will help RMB
circulating info offshore real economy and
financial market, and support the expanding
of offshore RMB market.
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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 providers,
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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