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widened for the deeper depreciation of RMB
at the end of last year. The RMB liquidity in
offshore market sfill stressed, pushing short-term
interest rate back to the high level, widening
the gap between offshore and domestic
interest rates.

The rise of RMB interest rate in offshore market
depressed the expanding of RMB loans and
financing. The RMB depreciation expectations
took adverse effects to those who hold RMB
deposits. As to a result, the level of RMB use in
the offshore financial markets dropped overall.
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The offshore RMB deposits dropped
continually. The offshore RMB deposits were
RMB1.77 ftrillion which decreased by 450 billion
in one year. The share of RMB in the fotal
amount of offshore deposits is 1.09%, down by
0.13 percentage points than the 3 quarter.
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The cross-border RMB loans slightly increased.
To the end of 2016, the offshore RMB loans’
balance dropped. Hong Kong RMB loans’
balance kept stable. The balance of RMB
loans extended to overseas borrowers
increased by 4% to RMB437.3 billion.

The outstanding amount of RMB bonds (not
including CDs) in off-shore markets dropped
contfinually. At the end of 2016, the
outstanding amount of RMB off shore bond
was about RMB482.5billion, decrease by
RMB48.7 billion from the end of 3" quarter.

The market value of equities traded in RMB
decreased from last quarter by 17%. The
market value of equities traded in domestic
market and held by overseas investors was
RMB650 billion, almost the same with the 3
quarter.

RMB Foreign Exchange Trading share
dropped. At the end of 2016, the share of
RMB FX frading in the global FX trading
decreased by 1% from the 3 quarter to 2.8%.

The offshore RMB loans and financing volume
dropped. The RMB loans and financing
undertaken or issued in offshore markets
decreased nearly by 10 percent in one year.
Among which, the balance of RMB loans in
Hong Kong was about RMB300 billion, 5% up
from the end of 3@ quarter. The overseas RMB
loan in other areas decreased about 7% from
39 quarter of 2016.

Comments

B ORIl declined

In the vyear 2016, under the impacts of
negative interested rate policy in the Euro
zone, exbrit and US dollar rate increase by US
federal reserve bank, the USD index became
stfronger and the offshore market became
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more volatile.

During 2016, RMB exchanged rate fluctuated
in larger scale, expectation for RMB exchange
rate depreciation escalated, the spreads of
the RMB interest rate and exchange rate
between the onshore and offshore market
switched from positive to negative frequently.
The balance of RMB deposits in the offshore
market decreased, the share of RMB loans,
RMB financing and FX transactions shrank a
little.

B The customer base remained stable
According to the <«RMB Infernationalization
Whitepaper 2016» issued by Bank of Ching,
over 60% of the overseas companies that
participated in the market survey responded
that they had interest in participating in RMB
financial market, 40% of them wished to
participate in offshore RMB market. 80% of
them would consider RMB funds when seeking
international liquidity. The survey showed the
the RMB offshore market had sound customer
base for its long-term development.

B Some financing activities switched to
onshore market

As the onshore financial market become more
open to the outside world, the number of
overseas financial institutions that participate
the onshore RMB financial market increase
from over 290 in the year 2015 to over 400 in
the year 2016. In the second half of 2016, RMB
liquidity in the offshore market became tight
and interest rate became higher than onshore
market, some of the overseas institutions
tfurned to onshore market for RMB funding,
which confributed to the decline of financing
activities in the offshore RMB market. For long
term view, this helped to form a healthy

B Infrastructure facilities kept improving
in the offshore RMB market

In the year 2016, RMB clearing banks were
appointed for US and Russia by the People’s
Bank of China and a RMB clearing network
that covers 5 continent and main time zone
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has been established. Currency collaboration
related to offshore market widened, RMB
currency swap agreements mounted over
3.5trillion and covered 35 countries and
regions. These swaps agreements will provide
RMB liguidity to the offshore market in case of
need. Direct money exchange against RMB
became available to more currencies. KRW,
CAD, AED, SAR can quote and exchange info
RMB directly and makes the use of RMB in the
overseas market more convenient.

B The offshore RMB market kept positive
long term development trend.

Under the background of stable growth of
China economy, more active outbound direct
investment and smooth progress of “One Belt
One Road” initiative, the offshore RMB market,
as a link that connects the china and the
outside world in trade and investment, will
keep positive long term development frend.

B The total share of the four main
international currencies in the offshore
market increased.

At the end of 2016, the share of USD, EUR, GBP
and JPY in the offshore market was 47.85%.
24.96%. 4.89%. 4.55% respectively. Compared
with those at the first half of 2016, the total
share of these currencies in the offshore
market increased by 2.7 percentage points,
which showed that financial instrument in the
offshore market were more denominated in
these four currencies. In particular, the share of
USD, EUR and JPY increase in the offshore
market while that of GBP dropped slightly.
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About Us:

Bank of China is the most international and
diversified bank in China. Its overseas
institutions cover 51 countries and regions.
BOC is among the most active international
RMB bank service provider. BOCHK, BOC
Macau branch, Taipei branch, Frankfurt
branch, Paris branch, Sydney branch, BOC
(Malaysia), BOC (Hungary), Johannesburg
branch and BOC (Zambia), BOC New York
branch 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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