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Main Points

Bank of China (“BOC” or “the Bank”) has
released the Cross-border RMB Index
(“CRI”) for the 4" quarter of 2019. The result
showed that the CRI for the 4" quarter was
304, which was 2 points lower than the 3™
quarter and 4 points higher than the forecast
value.

B The share of RMB settlement under
cross-border goods trade settlement further
improved.

B The use of RMB under cross border
directment investment continued to increase.

B The share of RMB in global payment
and settlement declined.
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Analysis

B Overall Profile

The cross-border RMB settlement under current
account and direct investment continued to
increase on a QoQ basis. The cross-border RMB
settlement under current account and direct
investment in the 4" quarter of 2019 totaled about
RMB2.4 trillion, which increase by 1.5% from the
previous quarter.

The cross-border RMB receipts and payments
saw a net outbound flow. In the 4" quarter of 2019,
the net outbound flow of RMB was about 92.3
billion. The net of cross-border RMB receipts and
payments resumed outbound flow after a net inbound
flow in the 3" quarter. The net of cross-border RMB
receipts and payments was an inbound flow for
RMB360 billion for the whole year.

The proportion of RMB use in global payment
and settlement declined. In the 4" quarter of 2019,
the global payment and clearing amount declined by
nearly 8.4%, while the global RMB payment and
clearing amount grew by 10.5% during the same
period. The proportion of RMB use in global
payment and settlement was 1.83%, down by 0.05
percentage points from the 3" quarter.

B Details on Cross-border Use of RMB

® Current Account

The amount of cross-border RMB settlement
under current account increased from the
previous quarter. In the 4" quarter of 2019, the
amount of cross-border RMB settlement under
current account reached RMBL1,622.3 billion,
increased by 0.31% on a QoQ basis, in which:
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The scale of RMB settlement under cross-border
goods trade increased. In the 4™ quarter of 2019,
the amount of RMB settlement under cross-border
goods trade was about RMB1,138.6 billion, an
increase by 4.5% over the 3 quarter. The RMB
receipts and payments under goods trade accounted
for 13.7% of the total receipts and payments related
to goods trade, which declined for the second
consecutiv quarter.

The scale of RMB settlement under cross-border
service trade increased. In the 4" quarter of 2019,
the RMB settlement amount under cross-border
service trade settlement was about RMB 262.5
billion, up by about 5.29% on a QoQ basis.

® Capital Account

The use of RMB in cross-border direct investment
increased. In the 4" quarter of 2019, the amount of
RMB settlement under direct investment reached
RMB777.2 billion, an increase by 4.05% from the
previous quarter. In which:

The cross-border inbound direct investments that
were settled in RMB totaled RMB402 billion, down
by 3.9% from the previous quarter;

The cross-border outbound direct investment that
were settled in RMB reached RMB375.2 billion, an
increase by about 14.14% from the previous quarter.

The scale of RMB settlement under cross-border
securities investment declined. In the 4" quarter of
2019, the RMB settlement amount under
cross-border securities investment was RMB1.6
trillion, down by about 50% from the previous
quarter.

® Offshore Markets

The balance of RMB deposits in major offshore
markets increased. At the end of 2019, the RMB
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deposits in Hong Kong-based banking institutions
amounted to RMB633.2 billion, an increase of
RMBS.7 billion from the end of the 3" quarter.

Comments

In the 4" quarter of 2019, the cross border RMB
settlement value continued growing, but at lower
growth rate, the CRI for the quarter saw slight
decline. For the whole year, the cross border RMB
settlement value totaled RMB19.7 trillion, up by
24% and CRI increased by 13 points from the end of
the last year. The cross border use of RMB
demonstrated the following characteristics for the
year 2019:

The level of cross border use of RMB in goods
trade settlement continued improving. In the 4%
quarter, the share of RMB used in total good trade
settlement was 13.7%, up by approximately 1
percentage points from the end of 2018, which gave
rise to the improved activity of cross border use of
RMB.

The imports and exports of China totaled RMB31.5
trillion, up by 3.4% over te year 2018. The mild
expansion of China foreign trade laid a sound
foundation for the continuous growth of cross border
use of RMB in goods trade settlement.

The use of RMB in cross-border direct
investment remained active. The RMB settlement
under cross-border direct investment totaled
RMB2.78 trillion, up by 4.3% from the previous
year. From Jan to Nov, the realized foreign
investment and overseas direct investment totaled
USD223.1 billion, which was at par with that for
the previous year. The value of cross border direct
investment settled in RMB outpaced the growth of
total value of cross border direcet investment of
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China, which manifested that the level of RMB
usage in cross border direct investment of China
was further improved and the role of RMB as direct
imvestment  viechle currency was further
strengthed.

The RMB settlement value under cross border
securities investment took larger weight in the
gross value of the cross border RMB settlement.
For the whole year of 2019, the RMB settlement
value under cross border securities investments
amounted to RMB9.5 trillion, which was
approximately 48% of gross value of cross border
RMB settlement. The weight was 8 percentage
points higher than that for the previous year. For
the year 2019, the yields of US government bonds
were lower, which increased the attractiveness of
RMB bond assets. As the domestic financial
markets became more open to the outside world, the
participatation in the domestic financial market by
overseas capital was warming up, which pushed up
the use of RMB under cross-border securities
investment.

The cross border use of RMB in neighbouring
countries saw rapid progress. The neighbouring
countries took more measure that support the cross
border use of RMB. I.E, the cambodian government
allowed its commercial banks to provide RMB
related bank account services; the central bank of
Myanmar declared RMB as officially regonized
settlement currency; the national bank of Vietnam
announced that merchants, residents and related
banks and institutions that engage in cross trade are
authorized to settle deals in RMB or VND. These
measures promoted the rapid growth of RMB
useage in neighbouring countries.

According to the statistics from SWIFT systems, in
the year 2019, out of 19 neighbouring countries
which was adjacent to China on land or sea and
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occurred RMB settlement, 16 countries saw their
growth rate of RMB settlement value out paced
4.8%, which was the growth rate of gross value of
global cross border RMB settlement value. Among
these countries, the growth rate of RMB settlement
occuring in countris such as Afganistan, Laos,

Philiphine, Kazakhstan outpaced 100%; that
occuring in Indonesia, India outpaced 50%; that
occurring in Korea outpaced 30% and that

occurring in Japan and Malysia outpaced 7%. The
neighbouring countries became the regions that saw
quick improvement in the cross border use of RMB.

Forecasts

The CRI is expected to be under downward
pressure for the 1%t quarter of 2020. In the 1%
quarter of 2019, as the anti Novel Coronavirus
measure are strictly in place, the foreign trade of
China is likely to decline, which will bring about
negative impact on the cross border use of RMB. It
is expected that the CRI may possibly decline, the
forecast value for the 1% quarter CRI is 290.
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Please contact us:

Cross-border RMB and Foreign Currency Team,
Global Transaction Banking Department, Bank of
China, or our website:

http://www.bankofchina.com/fimarkets/cri/

About Us:

BOC is the most internationalized and diversified
bank in China, with its overseas institutions
distributed in more than 59 countries and regions
around the world. Among the most active
international RMB bank service providers, it has
formed the fairly mature RMB product lines, and
takes the largest market share in China’s cross-border
RMB settlement businesses. BOC Hong Kong,
Macau Branch, Taipei Branch, Frankfurt Branch,
Paris Branch, Sydney Branch, BOC Malaysia, BOC
Hungary, Johannesburg Branch, BOC Zambia, New
York Branch, Tokyo Branch, Manila Branch have
been appointed as the 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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The intellectual property rights in connection with “BOC Cross-border RMB Index (CRI)” in this report
are owned by Bank of China Limited. Without the consent from Bank of China Limited, the report shall
not be replicated, copied or distributed in any form. In case of any citation for distribution, it shall be
indicated that the source is Bank of China Limited, and the report shall not be cited, abridged and
modified contrary to the original intention. The contents and views contained in this report are for
reference only, which do not constitute any investment recommendation. Bank of China will not be



