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Main Points

Bank of China (“BOC” or “the Bank”) has
released the Cross-border RMB Index
(“CRI”) for the 2" quarter of 2020. The result
showed that the CRI for the 2" quarter was
315, which was 2 points higher than the last
quarter and 5 points higher than the forecast
value.

B The proportion of RMB used under
cross-border goods trade settlement went on
improving.

B The share of RMB in global payments
declined by small scale.

B The regional use of RMB saw positive
progress.
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Analysis
B Overall Profile

The cross-border RMB settlement value saw
rapid growth on YoY basis. The cross-border RMB
settlement value totaled more than RMB 6.6 trillion,
which grew by 34% on YO0Y basis.

B Details on Cross-border Use of RMB

® Current Account

The amount of cross-border RMB settlement
under current account increased on YoY basis. In
the 2" quarter of 2020, the amount of cross-border
RMB settlement under current account reached
RMBL1.6 trillion, up by 8% on a YoY basis, in
which:

The value of RMB settlement under cross-border
goods trade increased on YoY basis. In the 2"
quarter of 2020, the value of RMB settlement under
cross-border goods trade was about RMB1.1 trillion,
an increase by 6.4% on YoY basis. The RMB
receipts and payments under goods trade accounted
for 14.7% of the total receipts and payments related
to goods trade, which improved by 0.3 percentage
points from the last quarter.

The value of RMB settlement under cross-border
service trade declined. In the 2" quarter of 2020,
the RMB settlement amount under cross-border
service trade was about RMB 210 billion,down by
about 5.4% on a YoY basis.

® Capital Account

The use of RMB in cross-border direct
investment increased. In the 2" quarter of 2020,
the amount of RMB settlement under direct
investment exceeded RMB930 billion, an increase
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by 4 folds on a YoY basis, in which:

The cross-border inbound direct investments that
were settled in RMB exceeded RMB460 billion, up
by 27% on YoY basis;

The cross-border outbound direct investment that
were settled in RMB exceeded RMB470 billion, up
by over 50% on YoY basis.

The value of RMB settlement under cross-border
securities investment increased. In the 2" quarter
of 2020, the RMB settlement value under
cross-border securities investment was RMB3.7
trillion, up by about 10% on a QoQ basis and 50%
on a YoY basis.

At the end of the 2" quarter, the balance of RMB
bonds held by overseas investors totaled RMB2.57
trillion, which increased by RMB252.5 billion from
the end of the last quarter.

® Offshore Markets

The proportion of RMB used in global payment
and settlement recovered. In the 2" quarter of
2020, the global payment and clearing amount
decreased by about 2.26%, while the global RMB
payment and clearing amount declined by 8.90%
during the same period. The proportion of RMB
used in global payment and settlement was 1.73%,
down Dby 0.13 percentage points from the last
quarter.

The balance of RMB deposits in major offshore
markets increased. At the end of June of 2020, the
RMB deposits in Hong Kong-based banking
institutions totaled RMB639.9 billion, which
decreased by RMB24.2 billion from the end of the
last quarter.
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Comments on the Markets

During the 2" quarter of 2020, the global financial
market stabilized. China pushed forward “go back to
work” , the Chinese economy recovered in
accelerating pace and the exports improved as
manifested by the YoY decrease scale narrowed
month by month. The turning around of economic
and foreign trade situation laid sound basis for
expanding cross border use of RMB.

The use of RMB in cross-border goods trade saw
further improvement. During the 2" quarter, the
China’s foreign trade totaled RMB14.2 trillion,
which dropped by 3.2% on YoY basis, the scale of
decrease was half of that for the last three months.
The RMB settlement value under cross border
goods trade increased by about 10% on YoY basis.
The proportion of RMB settlement under total cross
border goods trade settlement further climbed to
14.7%, which was 0.3 percentage points higher than
that for the last quarter. To avoid foreign exchange
rate risks for the external uncertainties, more foreign
trade enterprises chose to use RMB as invoice and
settlement currency.

There appears more regions and enterprises
that actively use cross border RMB. On Jun 29,
PBoC issued news that to facilitate cross border
investment by residents in  Guangdong-
Hongkong-Macau Bay Area, PBoC, HongKong
and Macau Monetary Authority decided to start
“Cross Border Asset Management Connect” on
trail basis, under which the residents in Bay Area is
allowed to buy assets management products issued
by bank in Bay Area. This measure will push
forward the further opening of the financial
markets to the outside world and promote the cross
border use of RMB to higher level.

Shanghai , which takes up 50% of the cross border
RMB settlement value, is becoming the hub for the
internationalization of RMB. For those Big Fortune
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500 companies that locate in Shanghai, the cross
border settlement value that denominated in RMB
exceeded that in foreign currencies and RMB
becomes the most favored currency in cross border
settlements.

The regional use of RMB saw positive progress.
The Phnom Penh branch of Bank of China (Hong
Kong) has, in response to client’s demand for trade
settlement, helped convert KHR into RMB and
remitted the proceeds to the domestic account of
the Chinese exporter. The exchange position was
then squared in the regional inter bank market with
the Guangxi branch of Bank of China. This is the
first transaction that KHR directly converts into
RMB under a direct quotation, which makes it
possible that the trade between China and
Cambodia settles in local currencies. This will
further facilitate the trade and investment between
China and Cambodia and marked further progress
of the regional use of RMB.

Forecasts

The CRI is expected to remain in the upward
trend . In the 3" quarter of 2020, the recovery of
Chinese economy became more thorough, the RMB
exchange rate stabilized and began to appreciate
against USD. The momentum of increase holding of
RMB assets by overseas investors will continue.
These were favorable factors for the increasing
activity of cross border use of RMB. It is expected
that the CRI will remain in the upward trend and the
forecast value for the 3" quarter CRI is around 318.
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F1 E4RITAS G RAT R B A4 T B\ Cross-border RMB and Foreign Currency Team,

o Global Transaction Banking Department, Bank of
7 1 BA T PRk China, or our website:

http://www.bankofchina.com/fimarkets/C pp:/jwww.bankofchina.com/fimarkets/cri/
ri/

KTHEBRAT: About Us:

44T 2 P E A BR AL R 42 4 4k BOC is the most internationalized and diversified
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international RMB bank service providers, it has
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S i aEse, HREE W17 takes the largest market share in China’s
GALDATANE =50 AT 23T cross-border RMB  settlement  businesses. BOC
BIEAT HRVGIE AT 40 F M F4T. Hong Kong, Macau Branch, Taipei Branch ,
2y AT EE AT BRI AT 219 Frankfurt Branch, Paris Branch, Sydney Branch,
1T« BEAT BJedisr 174 m4/E N BOC Malaysia, BOC Hungary, Johannesburg
RAMTIRE e AR miEE 4T, 4% 3 A Branch, BOC Zambia, New York Branch, Tokyo

iV & 45 2 4 TR IR 4% i i) £ K g Branch, Manila Branch have been appointed as the
NR TS R4 RMB clearing bank by the People's Bank of China.
Moreover, the RMB clearing system of BOC (Hong

Kong) is the system with the longest service time.
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