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2017 FTEERFERITEEAR The BOC Off-shore RMB Index of 2n quarter
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T AN T 55 R K AR B Offshore RMB usage in equity assets,

loans and official exchange reserves increased;
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APt ZELEEEXLEH; non-residents and in overseas markets picked
up after decrease for seven consecutive
quarters.
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2017 £-=F, A\RMILEXLRE, — During the 2" quarter 2017, the RMB exchange rate
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i[] ”% BIS mﬁﬁ%ﬁ’ikiﬁﬂ?\'ﬂaé&ﬁ closed at 93.29 and 94.25, gaining 0.39% and 0.22%

A9 93.29 M1 94.25, ®R—FE AR DA EFt respectively from the end of last quarter. The RMB

0.39%F0 0.22%, =% SDR i EFHIA exchange rate index based on SDR currencies

RACRIEHE _ZEERTE 0.49%; &£ basket dropped by 0.49% The CNY spot exchange

EARTHETHSMNERIETF 6.7796 rate against US dollar closed at 6.7796, a mild
N N - ’ increase by 0.45% from the last quarter.(Grahp 1)
B—ZEAREMEF 1.59% (B 1),
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(CNY/USD and CNH/USD rate and the spreads)

BT Wind#5iT]
The USD/CNY and USD/CNH showed increased
divergence in May,the USD/CNH rate was stronger.
(Graph 2).After May 26 when the PBoC infroduced
“anti-periodic adjustment factor” into the
exchange rate quotation formula, the CNY
appreciated at a faster pace than CNH and the
exchange rate spread between CNY and CNH
narrowed quickly. The CNH interest rates continued
faling and was below the CNY interest rate at the
end of Jun but the divergence was slight.
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B Overseas RMB Capital Pool

The balance of RMB deposits held by
non-resident picked up. The offshore RMB
deposits were RMB1.86 ftrillion, which marked a
mild increase after falling for 7 consecutive
quarters. The proporfion of RMB deposits
among the total amount of offshore deposits
was 1.17%, 0.03 percentage points higher than
that at 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 kept
downward trend. By the end of 2" quarter, the
outstanding amount of RMB offshore bond was
about RMB 429.3 billion, decrease by RMB 39.7
billion from last quarter. The decline scale was
larger than last quarter.

Issuance of RMB Offshore bonds, which
increased obviously comparing with the last
quarter, totaled RMB 13.4 billion in 2"¥ quarter.
Due to the frend of narrowing of the gap
between the domestic and foreign RMB
spreads, it is more likely that the future issuance
of offshore RMB bonds will gradually stabilize.

I The RMB loans and financing undertaken or
issued in offshore markets rose modestly.
Thereinto, amount of RMB loans and financing
in Hong Kong and Taiwan was about RMB
277 .4 billion, up slightly from the end of 2"
quarter, while RMB loans rose. The outstanding
amount of overseas RMB loans provided by
domestic institutions was RMB 477.8 billion,
increased nearly 10 percent from last quarter.

Il The market value of equities fraded in RMB
arew .

By the end of the 2" quarter 2017, the market
value of equities tfraded in domestic market
and held by overseas investors increased by
10% to RMB 868 billion. The value of equity

3



BE&EFNmMER—FERLF 24%, &
SIMFERARMIMNE T ES KA
AN EESERNFTE LT

B ARMINCIEZS

“TEFEEHINLRZER —FE KR
BRKEBY/\K, BPARTINCZZEL
K4 8%, HSREEKINLZZENHE
AR 2.95%, W—FEKRE%.

B ARMIFASNCHESRER

2017 FZFEK, 3 61 REHMR
MM (BEBSMRT. EIFLREAE
RN ERS) PO REETES
BT, B—BEAREM 2 R, ARDH
NIMERELIRIT& 993.6 1L£TE, B
RS

B ZEEARTHLHEZRER

1. SREHERARTERMNER. &
AOXMERARMBNNLEERLF
R B THERZSFZZFERN
50.2%; A#HEEOTEAMARTE
BERANERLLER 16.8%, BREFRF 2
TEAR; HE. SRAITLS P E AR
BEARTURNEERHARTLRE, &
A XREEREARTENEN 3.1%, &
EFERFI3I1TESIR; BE. ZE. &
ZFERMERSRMERARTRNE
MEEER 9.2%, BREFEH 1.7 P8BS

I

2. ARRfER. “FER, BRAH
XARTBEREM 8335 27T, REFR
1IN 179 427T; FMWARHERREGH]

funds denominated in RMB-denominated
funds traded outside China rose 24 percent
from the end of the 1% quarter. The market
value of RMB-denominated equity held
outside China accounts for the fifth
consecutive quarterly rise in the global capital
market

B RMB Foreign Exchange Trading

In the 2" quarter, global foreign exchange
frading volume rose more than 80 percent
from the 1% quarter, while RMB foreign
exchange trading volume increased by about
8 percent during the same period, accounting
for about 2.95 percent of global foreign
exchange transactions in the same period,
and a decline from the end of the 1 quarter.

B RMB as Reserve Currency

By the end of 2" quarter 2017, 61 central bank
financial institutions (including overseas centrall
banks, international financial institutions and
sovereign wealth funds) had gained access to
China’s interbank bond market. The scale of
RMB accounted as foreign exchange reserve
equals USD99.4 billion, more than 1° quarter.

O RMB Offshore Market Dynamics

| RMB receipts and payments with
Mainland China. The share of Hong Kong's
cross-border RMB payments with Mainland
China fell from 53.6 percent late last year to
50.2 percent at the end of the 2" quarter of
this year. China and Japan account for 16.8
percent of China's cross-border RMB
payments, up 2 percentage points from last
year. The number of cross-border RMB receipfts
in Malaysia and mainland China entered the
top 15 for the first time, accounting for 3.1
percent of the toftal cross-border RMB
payment in the mainland China, up 1.3
percentage points from last year.

I Changes in the overseas deposits. By the end
of the 2" quarter, the total deposits in Taiwan,
Hong Kong and Macau was RMB 833.5 billion,
up RMB 17.9 billion from the end of last year,
the outstanding amount of RMB deposits in
4



HHHER 1380 27T, B—FEARFMIEM
110 {27T; HEARMAERL 84 {27,
R EFRTRE 10127T,

3. BREARMfF. —_FE, kBH
EABEHNEZITALZITERART RS 88
fzT, &, §E. BN XEFHXHN
RITARITHBEARTHRSAITY 34
27T, BREARTRSRITIHANER.

LEEFERT

B ARTEAE@ELET, BIMNFEART
RSO RF

2017 bE¥5F, ARMHEAEIREE
¥, GDP ZEE&Rm N EEREFHSIHREK,
THFEFREZER “WURZE", SNCHE
BRTEFEET. 5 BHRITELREN
AHEIAN WEEBATEF &, AR
M LERENEmE R MR E SR,
ELRERRHARERAT, ARMXETC
RAEREYT K, ARTLEREHTIE,
BINFEARMRE OGS, BRELH
mig. LHEBEHOARMEREF.

B SRS AR, BHMEEAR
MR~ REEE

ARMREWEEKEE S, BRER
KL, MESE, WSRIEEER.
6 B 21 B, MSCI IR K A lRIIAFTHX
Hie %, FINCE A RIVE LF, Fs)
BETHU A RARBEINES AR
#, BIMAARMIHNHINE TERFY]
EF 25%.

Singapore was RMB 138 billion, slightly
increased by RMB 11 billion, South Korea was
RMB 8.4 billion, dropped by RMB 10 billion.

Il Issuance of RMB bonds in the offshore
market. During the 2" quarter, issuance of RMB
bonds in off shore markets by Mainland China
issuers was RMB 8.8 billion, While the issuance
from Hong Kong, South Korea, Europe and
United States was only RMB 3.4 billion. Offshore
RMB bond issuance was still inactive.

Comments

B The fundamentals of RMB is improving,
and overseas markets showed increased
confidence in holding RMB

In the first half of 2017, the fundamentals of
RMB kept improving; the GDP grew at medium
high speed for two consecutive quarters. The
international receipts and payments saw
surplus both in current account and capital
account.  After the PBoC infroduced
“anti-periodic adjustment factor” into the
exchange rate quotation formula in May, the
RMB exchange rate tracked more closely the
performance of Chinese economy. Under the
joint influence of the above factors, RMB
appreciated against USD at larger scale, the
RMB exchange rate index stabilized and
overseas markets saw increased confidence in
holding RMB, as withessed by increased RMB
deposit balance in major overseas markets
such as HongKong, Singapore and London.

B The RMB financial markets became more
attractive and overseas market saw increased
dllocation to RMB denominated assets.

RMB bonds produced high yields and RMB
shares demonstrated healthy growth and
reasonable  valuation, which  attracted
increased allocation by overseas capital. In
Jun 21, the MSCI included A shares into its
emerging market index, which spurred the
enthusiasm of the overseas funds placements
and gave rise fo increased investment in funds
pooled in overseas markets and invest in A
shares. The value of RMB denominated
equities in overseas markets increased by 25%.
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B The “One Belt and One Road” initiative
materialized gradually and provided support
to the long-term growth of overseas RMB
markets.

The “One Belt and One Road” summit held in
May promote the materialization of the
initiafive. The going-on of the infrastructure
construction and the extension of “capital flow
and financing” along the “One Belt and One
Road” countries will brought up the demand
for RMB related investments, financing,
settflement and money exchange. The RMB
offshore market will grew in scale and expand
in function.

B The aggregate of the major international
currencies’ share of usage in offshore financial
markets declined, while that of USD increased.
Af the end of the June, the share of of usage
of USD, EUR, JPY and GBP in the offshore
financial markets was 52.65%. 22.52%. 4.02%
and 4.62% respectively. Compared with that
at the end of the last year, the aggregate of
the shares dropped by 2.32 percentage
points. USD saw increased share due to large
increase in USD related FX transactions, while
the other three currencies saw declined share.

B The outlook of the ORI for the 3rd quarter is
stable

The fundamentals of RMB will remain sound,
which provide support for RMB ‘s momentum
of increasing share of usage in offshore
financial markets. But as the Federal Reserve
Bank of US was about to reduce its balance
sheet, the expectation for stronger USD
escalates, which tends to weaken RMB/USD
rate in short term. In summary, the ORI will
remain stable for the 3 quarter, the forecast
value is 1.19%.
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About Us:

BOC is the most infernational and
diversified bank in China, with its overseas
institutions covering 51 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),
BOC New York branch 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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