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ORI for the 4" Quarter of 2019

Main Points

The BOC Offshore RMB Index (ORI) was
1.35% at the end of the 4™ quarter of 2019, 0.05
percentage points higher than that of the 3™
quarter, and 0.02 percentage points higher
than the forecast value.

B The balance of offshore RMB deposits
declined;

B The market value of RMB
denominated equities in overseas markets
climbed up;

B The share of RMB FX trading in the total
value of global FX frading recovered;

B The value of RMB assets in the global
official reserves increased.
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Market Profile

In the 4™ quarter of 2019, the RMB/USD
exchange rate stabilized and climbed to close
at 6.9, which appreciated by about 2.3% from
the end of the previous quarter. The RMB
exchange rate index based on CFEIS , BIS
currency basket and SDR currency basket
closed at 91.39 . 95.09 and 91.81 respectively,
which were approximately at par with that for
the previous quarter, the scale of movements
was -0.15%. -0.09% and 0.16% (Graph 1)
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Analysis

B The balance of offshore RMB
deposits declined but its weight in the
global offshore deposits improved. At the
end of the 4™ quarter of 2019, the offshore
RMB deposits were about RMB1.85 ftrillion,
down by RMB23 bilion; against the
background of an appreciation of RMB
and the shrinkage in the total amount of
offshore deposits, the proportion of RMB
deposits held by non-residents to the total
offshore deposits increased to 1.09%, up
by 0.02 percentage points from the end of
the 3™ quarter of 2019.

Balance of RMB deposits in most of
the major offshore financial centers
declined. Compared with that at the end
of the 3 quarter of 2019, at the end of 4"
quarter of 2019, the RMB deposits in Hong
Kong ftotaled RMB632.2 billion, a slight
increase by RMB8.7 billion; that in South
Korea was RMB9.9 bilion,up by RMBO0.8
billion; that in Singapore was RMB118
billion, down by RMB14.4 bilion; that in
Australiac was RMB18 billion, down by
RMB14.4 bilion; that in London valued
RMB56.7 billion, down by RMB4.7 billion; the
balance of RMB deposits in Macau and
Taiwan markets also saw decline.

B Total amount of RMB loans/financing
undertaken or issued in offshore markets
continued climbing. In which, the balance
of RMB loans/financing in Hong Kong and
Taiwan totaled about RMB173.4 billion,
which increased by RMB25 billion from the
end of the previous quarter.

The RMB loans extended to
non-deposit taking institutions in UK valued
about RMB16.1 bilion; the RMB loans in
Australia totaled RMB30 billion, down by
RMB1.2  bilion and RMBé.5 bilion
respectively.

The outstanding RMB loans extended
to overseas borrowers by domestic
institutions were RMB536.8 billion, up by
RMB13 billion from the previous quarter.
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B The outstanding amount of offshore
RMB bonds (excluding CD) declined. At
the end of the 4™ quarter of 2019, the
balance of offshore RMB bonds stood at
RMB400.3 billion, a decrease by RMB9.9
billion from the 3 quarter. During the 4™
quarter of 2019, issuance of offshore RMB
bonds (excluding CD) totaled RMB600
billion, which decreased by RMB1.6billion
from the 3 quarter and was the second
consecutive quarter that saw a decline in
bonds issuance.

From the perspective of the regions of
bonds issuers, compared with that at the
end of the 3" quarter of 2019, at the end of
the 4" quarter of 2019, the balance of RMB
bonds issued by European, US, Japanese
and South Korea issuers declined, the
balance of bonds issued by Asian issuers
except for Japanese and South Korea
issuers increased, among which, the
balance of bonds issued by mainland
China issuers amounted to RMB52 billion,
up by RMB5.2 billion from that at the end of
the last quarter.

B The market value of RMB-denominated
equities held by overseas investors
increased. The market value of domestic
RMB shares held by overseas investors grew
from the end of the 3 quarter of 2019, and
that of the RMB-denominated equities
including stocks and funds traded in
overseas market also saw increase. The
share of the value of RMB-denominated
equities held by overseas investors in the
global capital markets improved from that
at the end of the 3 quarter.

B The share of RMB FX trading in the
global FX trading climbed. In the 4" quarter
of 2019, RMB/FX trading value declined by
about 10% from the previous quarter while
the total FX trading value saw decrease by
about 30%, the share of RMB in global
foreigh exchange trading value increased
from the previous quarter.

In the 4™ quarter of 2019, the daily
average RMB trading value in London
valued GBP66.3 billion, down by about 20%
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from the previous quarter.

B The size of RMB assets included in the
official reserves expanded. At the end of
the 4™ quarter of 2019, about USD217.4
billion equivalent value of RMB assets were
included into the official foreign exchange
reserves, growing by 0.86% from the end of
the 39 quarter, with the proportion in the
officially disclosed reserve assets at 1.96%,
down by 0.02 percentage points from the
end of the 3 quarter.

Offshore RMB Markets Review

At the end of 2019, the ORI closed very
near to the vyearly high level, which
demonstrated the positive trend of the off
shore RMB market. For the whole year, the
offs shore RMB market showed the following
characteristics:
B The demand for RMB assets from
overseas investors kept growing, which laid
solid foundation for continuous expansion of
the off shore RMB market.
In 2019, Chinese economy remained stable
and in upward trend, its contribution to world
economic growth was estimated to be
around 30%, which further enhanced the
confidence of the overseas investors in
holding RMB assets. The balance of RMB
bonds held by overseas institutional and
individual investors exceeded RMB2.3 ftrillion,
which marked 30% annual growth. The RMB
assets included in the global official reserve
assets valued USD217.6 billion, which grew by
7.2% annually and its weight improved by
0.07 percentage points.

The growing demand for RMB assets by
overseas institutions and individuals gave rise
to continuous expansion of the off shore RMB
markets.
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B RMB played a more important role in

facilitating cross border trade and
investment, its role as financing currency
further strengthened.

In the year 2019, the cross border frade
of China grew by 3.4%, while the CNY interest
rate was at relatively low level, this helped to
unleash the potential of RMB as a cross
border financing currency.

In the year 2019, the total amount of
RMB cross border credits (including trade
finance ) and bonds grew by 14%, while
according to data released by International
Settlement Bank, at the end of 3" quarter of
2019, cross border credits and bonds in USD,
EUR and JPY totaled USD16.4 ftrillion, which
grew by 5.7% on yoy basis.

The growth rate of total RMB
denominated Cross border finance
outpaced the global average level, the role
of RMB as financing currency further
improved.

B The infrastructure facilities that support
cross border use of RMB were improving and
the functions of offshore RMB markets
became more perfected.

The Tokyo branch of Bank of China
kicked start RMB clearing business in Japan,
and RMB clearing bank was appointed in
Philippine the RMB clearing bank network
covered 24 countries and regions.

In the second half of 2019, the finance
department of China launched several
tfreasury  bills issuance, which further
expanded the high credit rating RMB
investment  products, meanwhile, the
People’ s Bank of China planned fo
establish normal mechanism for central bank
bills issuance in Hong Kong. These measures
helped to improve the bond yield curves
and further strengthen the pricing function of
the offshore RMB market.

B The share of USD in offshore market
dropped and the ftotal share of major
international currencies in the offshore
markets increased.

At the end of 2019, the share of USD,
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EUR, JPY and GBP was 48.85%, 25.26%, 4.88%
and 4.91% respectively, which changed by
-0.16, 0.93, -0.11 and 0.06 percentage points
from the end of the year 2018. The total of 4
major infernational currencies increased by
about 0.73 percentage points from the end
of the year 2018.

USD saw decline in the share of cross
border credits and bonds issuance, which
led the ftotal decline in its share in the
offshore markets.

B The expectation for the international role
of RMB became higher and the customer
base in the offshore RMB further
consolidated.

According to  « Bank of China RMB
Internationalization White Paper 201r» issued
by Bank of China, about 80% of the domestic
and overseas business sectors under survey
believed that the international status of RMB
will not be weaker than that for JPY and GBP,
which was the record high level. The wide
acceptance and recognition of RMB as an
international currency demonstrated that
the customer base in the RMB offshore
markets further improved, which will give rise
to continuous expansion of RMB products
and services.

B Forecasts

In the 1% quarter of 2020, as the Covid
19 spread globally, the global financial
markets became much volatile. The Fed
restarted QE to stabilize the market but
market sentiment was prudent and the
shortage of USD liquidity still prevailed, which
put non-US currencies under pressure of
depreciation. Meanwhile, China was the first
that contained the spreading of the virus
and was the first to gradually resume work
and production, which helped to stabilize
the economy and provide fundamental
support to RMB.

In sum, It is anticipated that ORI for the
1" quarter of 2020n will be generally smooth
and the forecast value is around 1.33%.
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WERTREES, WiFERIE: For more information, please
contact us:

M ERTZ S RITER B E AN FBA Cross-border RMB&FX team, Transaction Banking
i35 [ A8 R : Department, Bank of China, our website:

. . Website: http:// .bankofchina.com/fimarkets/cri/
http://www.bankofchina.com/fimarkets/cri/ COSTIE: P HankOTCRTna. ComHMATREtSIert

RFBEARMBIEE: About the ORI

EN: FERITEEARTRES, RX£FRA“BOC Offshore RMB Index”, X BEEFFIANOR], BRMARTERRE
AT EMERKE. IERARTERLE RIS,

Definition: BOC Offshore RMB Index or ORI is an index to reflect the RMB development in the international financial market
and the progress of RMB internationalization.

1EEER: ORI BHAARBITHEMEMREET. BUEKET. REAKGT. BEHT. XSEHEAMEREMRE S
RR, HREF KGR, BEBRARTHEERLEE. Aﬁﬂiﬁ)\@l\/[ﬁ%ﬁﬂ’]ﬂqz ARMIHNEFR S E PR a1’
RO, X ARIERHTEE MBI .

Index framework: Five indicators are set and calculated on a weighting basis, such as percentage of offshore RMB deposits and
loans, percentage of RMB in global foreign exchange reserves, and percentage of RMB-denominated international bonds and
equity investments in such bonds and investments denominated in all currencies, which represent the exercise of five
international currency functions with RMB, i.e., value store currency, financing currency, investment currency, reserve currency
and trading currency.
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features

KEBETH. ORIBHENARTEEFESMTZ LRSFENE. BEEAKRN. SMITAKH
FHEARKENEZAITFM.

Focusing on offshore markets. ORI aims to comprehensively evaluate RMB development in offshore financial
markets in terms of size of existing funds, use of funds and use of financial instruments.

RER%Z R, ORIEHEAFEAFEER, HREMRZIMAFATNRILERITE, KREE
ZRARTEF R,

Reflecting development progress. ORI measures and presents the progress of RMB internationalization at the end
of the reporting period basically based on existing indicators, i.e. the balance of various assets and liabilities at the
end of the reporting period.

BRIALKXEN. ORIEHUETEFESMHIEN P ART O EMETNLEEXITEEMBOTE,
BAEMNHGARRARTEE /TS ENERKFE.

Intuitive form. ORI calculates the percentage of RMB in all currencies on a weighting basis in terms of various
offshore financial market activities, to intuitively reflect RMB development in the international financial market.
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About Us:

BOC is the most internationalized and diversified
bank in China, with its overseas institutions
distributed in 59 countries and regions around the
world. Bank of China is the most active
international RMB bank service providers, it has
formed the fairly mature cross border RMB product
lines, and takes the largest market share in China’s
cross-border RMB settlement businesses.

SENEMEENSERENRERSER, FERTRHOERARFABEMTIE.

The intellectual property rights in connection with

“BOC Offshore RMB Index (ORI)”

profit/loss on investment caused by the use of any information provided herein.
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