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ORI for the 4™ Quarter of 2017

Main Points

The BOC Off-shore RMB Index of 4t quarter
2017 was 1.25%, 0.03 percentage points higher
than that at the end of the 3 quarter and the
forecast value as well.

B The balance of RMB deposits held by
non-residents increased for the 3 consecutive
quarter;

B The balance of RMB loans and
financing in the off shore markets dropped;

B The share of RMB assets in the official
reserves further increased;

B The ORI went onrecovering.
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During the 4™ quarter 2017,

the pace of RMB
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appreciation against USD slowed. At the end of the
4" quarter, the RMB CFETS index and RMB exchange
rate index based on BIS currencies basket and SDR
baskets were at 94.85. 95.93 and 95.99, gaining by
0.54%. 0.71% and 1.17% respectively from the end
of the 3 quarter. The mid price of CNY spot
exchange rate against USD closed at 6.5342, an
increase by 1.55% from the 3 quarter.(Graph 1)
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B Overseas RMB Capital Pool

The balance of RMB deposits held by
non-resident increased. The RMB deposits
held by non-residents were RMB1.89 frillion,
which marked a mild increase from the end
of 3 quarter. The proportion of RMB deposits
among the total amount of offshore deposits
was 1.21%, which was at par with that for the
39 quarter.

B Overseas

Equities
| The outstanding amount of RMB bonds (not
including CD) in off-shore markets followed
the downward trend. The 4™ quarter saw the
outstanding amount of RMB offshore bonds
decline for the 5™ consecutive month to
RMB387.7 billion, which was about RMB 94.8
billion less than the end of 2016 and RMBé6.6
billion less than the end of 3 quarter of 2017.
The QoQ decreasing rate was 1.67% which
narrowed by large scale from that for the 3
quarter.

Bonds, Loans and

The 4™ quarter saw Issuance of RMB Offshore
bonds(not including CD) for RMB16.8 billion,
which was 3.8 time of the issuance for the 3
quarter. The recovery in bonds issuance will
help to stabilize the offshore bonds market.

Il The balance of RMB loans and financing
undertaken by or issued in offshore markets
dropped . The amount of RMB loans and
financing in Hong Kong and Taiwan tfotaled
RMB 161.5 billion, a decrease by 16% from
that at the end of 3 quarter.

The outstanding amount of overseas RMB
loans provided by domestic institutions was
RMB442.1 billion, which was at par with that
at the end of the 3" quarter.

Il The market value of equities traded in RMB
increased .

At the end of the 4" quarter 2017, despite the
decline in the market value of the RMB
denominated shares and funds in the
offshore market, the market value of equities
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fraded in domestic market and held by
overseas investors increased by 15% to RMB
1174.7 Dbilion. The value of equities
denominated in RMB and held by overseas
investors accounted for an increased share in
the capitalization of the global markefs.

B RMB Foreign Exchange Trading

In the 4™ quarter, the turnover of global
foreign exchange frading declined by nearly
30% from the 3 quarter while that for RMB
declined by about 10%; the turnover of RMB
FX frading accounted for about 3.4% of the
global foreign exchange transactions, which
marked an increase from the 3 quarter.

B RMB as Reserve Currency

At the end of the 4™ quarter 2017, the
balance of RMB assets that are included into
the official reserve totaled USD122.8 billion,
increased by 13% from that at the end of 3
quarter. RMB assets accounted for 1.23% of
global official reserve, which is 0.15
percentage points higher than that at the
end of 3" quarter.

[ RMB Offshore Market Dynamics

| RMB deposits. By the end of the 4™ quarter,
the deposits in Taiwan, Hong Kong and
Macau totaled RMB884 billion, which is RMB
29 bilion more than that at the end of 3¢
quarter. The outstanding amount of RMB
deposits in Singapore was RMB 152 billion,
slightly increased by RMB 8.5 billion, that in
South Korea was RMB 7.4 billion, an increase
by RMB 0.7 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 9 billion, While the
issuance from HongKong, Japan,South
Korea, Europe totaled RMB 4.7 billion.
Offshore RMB bond issuance warmed up
slightly from the 39 quarter.
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Comments

B with the interest rates and exchange
rates more determined by markets, the
facilities in the offshore markets further
improved.

The RMB exchange rate became more
elastic and the co-movement of the CNY
and CNH rates became more obvious. With
the interest rates more determined by the
markets, the spread of RMB Shibor and Hibor
rate narrowed. The RMB offshore market
demonstrated stable and smooth
development. RMB deposits and loans,
bonds issuance and equities flotation grew
steadily. The ORI increased quarter on
quarter and was in stabilizing and up-going
frend.

B The domestic market became more
open to the outside world and brought
about more opportunities for the growth of
offshore RMB markets.

Bond connect enriched the channel that
links the onshore and offshore markets, the
inclusion of A shares into the MSCIl emerging
market flame up the enthusiasm of overseas
investors to participate the China domestic
capital markets. The balance of financial
assets held by overseas institutions grew
month on month and the market value of
shares and bonds held by Non residents
amounted to RMB 2.4 frillion.

The further opening of onshore market
provided impetus to the growth of RMB
offshore markets in two ways: in one hand, it
helps to bring up and expand customer base
who are wiling to hold RMB financial
products; in the other hand it gives rise to
more active financial innovation in the
offshore RMB market.

B The expectation on the international
status of RMB remained optimistic, the share
of RMB assets in the global official reserve
assets increased.

According to the White Paper on RMB
Infernalization issued by Bank of China in Jan
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of 2018, the percentage of domestic and
overseas customers who parficipated in the
market survey and responded that the
infernatfional status of RMB would be close to
Pound Sterling and Japanese Yen or close to
US Dollar and Euro totaled 76%, a record high
since the market survey was first conducted .

Under the high expectation on RMB as an
international currency, the balance of RMB
assets which were included in the official
reserve kept increasing and amounted to
USD122.8 billion at the end of 2017, which
represented an increase by 35% from 2016.

B The performance of major international
currencies in offshore markets diverged, the
share of USD in reserve assets declined.

At the end of the 2017,the offshore market
index for USD, EUR, GBP and JPY was49.42%-.

24.16% 4.63% and 5.13% and changed by
-3.23. 1.63. 0.61and 0.51 percentage points
respectively. The share of USD assets and
liabilities in the offshore markets decreased.
According to the currency composition of
official reserve published IMF, the USD assets
accounts for 62.7% of the official reserve
assets at the end of 2017, which declined
from the 65.34% at the end of 2016.

forecast

The latest published economic data
showed that the expectation on stronger
dollar is on the rise. The strengthening of USD
might put pressure on non-US currencies.

The offshore RMB market was sfill in
favorable condition. The oil futures priced in
RMB started smoothly and saw active frading
and frading volume at high level. This will help
to further improve the status of RMB in the
offshore market.

In summary, the ORI will remain in the
upward trend, but the pace of increase
might slow. The ORI for the 1°" quarter of 2018
is expected to be 1.26%.
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About Us:

BOC is the most infernational and
diversified bank in China, with its overseas
institutions covering 54 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 (Zambial),
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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