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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 2019. The result
showed that the CRI for the 2" quarter was 302,
which was é points higher than the 1% quarter
and 16 point higher than the forecast value.

B The proportion of RMB used in the cross
border goods trade settlement kept improving.

B The cross border use of RMB under
capital accounts was active.

B The proportion of RMB use in global
payments and setftlements declined by small
scale.
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Analysis

B Overall Profile

The amount of cross-border RMB settlement
under current account and direct investment
increased on QoQ basis. The cross-border RMB
settlement under current account and direct
investment in the 2" quarter totaled RMB2174 billion,
which increased by 15% from the last quarter.
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The cross-border RMB receipts and payments
saw net outbound flow. The 2" quarter saw a net
outbound flow of RMB for about RMB59 billion, which
was the first seasonal outbound flow since the 3
quarter of 2018.

The proportion of RMB in global payment and
settlement declined. In the 2" quarter of 2019, the
global payment and clearing amount grew by 1.6%,
while the global RMB payment and clearing amount
grew by less than 1% during the same period. The
share of RMB in global payment and settlement was
1.94%, down by 0.03 percentage points from the 1¢
quarter of 2019.

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 2" quarter of 2019, the amount of
cross-border RMB settlement under current account
reached RMB1,506 billion, increase by 17% on a QoQ
basis, in which:

The proportion of RMB used in the cross border
good frade settlement increased. In the2nd quarter
of 2019, the amount of goods trade that was settled
in RMB totaled RMB1060 billion, which increased by
about 11% from the 1% quarter. The RMB receipts and
payments under goods trade accounted for 14.2% of
the ftotal receipts and payments related to cross
border goods trade in the 2" quarter, which
increased from the previous quarter.

The amount of RMB used in cross border service
frade setftlement continued to rise. In the 2" quarter
of 2019, the amount of service trade that was settled
in RMB fotaled RMB224 billion, up by 3.9% from the
previous quarter.

@ Capital Account

The amount of cross border direct investments
that were settled in RMB decreased. In the 2"
quarter, the cross border direct investments that were
settled in RMB totaled RMB668.2 billion, increased by
about 13% from the previous quarter. In which:



BEEEERRARTRAGZE®ES

13,651 127T, IREEIEK 11%;

E’-’?iﬁﬁ?’*?ﬁ }\EFEIJILII:EI %

%Tﬁ 33032 {ZTE’ ﬂ;ttikz/\] 16%0

BREARTERIESRASEEN
BRFFEK. 2000 FE"FE, B
ARTIESRRERE SN N 24,338
Fi7T, MK AFHK .

* EBETH

FEEETHARTERRTE
FrEFHe 2019 55— FERBHBIRT
MMM ARTEE 6,042 (27T, B—E
RILANL 20 27T
0I\\i¥

2019 F-=E EE AR T gt

ZFT, TESHETUTHER:

ShRFHORAPOTF. SF-F
ERENR#HE O RE 7.66 H{ZT A
R, IR 9.3%. HAp, 0 4.90
F1Z7T, IREEHEK 11.4%; @0 3.47
F1Z7T, IRLEIEK 7.02%; RS InE
7163 {Z7T, IREEIEIK 38.7%.

IR B RIFRPEANSE,
wa) T ARBEBERRYR S PSS
HERLEAFRET, AARMER
ERERENE D EFAEET REF
Bt

SHTHNEAR, ARMERE
W THERREER. PR

The cross-border inbound direct investments that
were settled in RMB totaled RMB365.1 billion, which
increased by about 11% from the previous quarter;

The cross-border outbound direct investment
reached RMB303.2 billion, which increased by about
16% from the previous quarter.

The RMB setftlement under cross-border securities
investment continued to grow. In the 2"¢ quarter of
2019, the RMB seftlement wunder cross-border
securities investment amounted RMB2433.8 billion, an
increase by approximately 20% from the previous
quarter.

® Offshore Markets

The balance of RMB deposits in major offshore
markets increased. At the end of the 2" quarter, the
RMB deposits of Hong Kong-based banking
instifutions amounted to RMB604.2 billion, which
increased by RMB2 bilion from the end of the 1%
quarter.

Comments

The Cross-border RMB index (CRI) went on
increasing in the 2"¢ quarter of 2019, which was
attributable to the following factors:

Foreign trade remained stable and positive.
China’ s imports and exports totaled RMB7.66 ftrillion
in the 2" quarter of 2019, up by 9.3% on a QoQ basis.
Specifically, exports increased by 11.4% to RMB4.9
frillion; imports increased by 7.02% to RMB3.47 ftrillion;
frade surplus was RMB716.3 billion, which increased
by 38.7%.

The stable and improving foreign trade gave rise
tfo the growing proportion of RMB use in the cross
border goods trade settlement, which laid solid base
for more and more cross border use of RMB.

The two-way opening up of financial markets
spurred the cross border use of RMB under capital
account. The “Shanghai London Connect” and ETF
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each others stock exchange, the “Shanghai London
Connect” achieved connection with stock
exchanges across different time zones. Under the ETF
connect mechanism between China and Japan,
each country will set up cross border funds, which
invest in the ETF products listed in the each others
stock exchange.

The start off of the “Shanghai London
Connect” and ETF connect between China and
Japan will help to improve the depth and wideness of
China’ s capital market and pushed up the cross
border use of RMB under capital account. In the 2"
quarter of 2019, the RMB setflement under
cross-border  securities  investment  amounted
RMB2433.8 billion, an increase by approximately 20%
from the previous quarter.

The infrastructure facilities for cross border use of
RMB kept improving. The Tokyo branch of Bank of
China kicked start RMB clearing business in Japan,
which marked the establishment of RMB clearing
mechanism in Japan. This will facilitate cross border
fransactions between the enterprises and financial
institutions of these two countries, enrich investment
and financing choices, help to reduce the cost of
bilateral trade and investment and bring about more
cross border use of RMB.

Forecasts

The cross-border RMB index is expected to
remain at high level in the 3" quarter .

The Sino-US trade frictions sfill showed little signs
of turning round, the 2" quarter saw declined US GDP
growth rate, which might indicate the external
demand tends to be weaker. These factors bring
about challenge and pressure to the growth of
foreign trade in the 3 quarter. The RMB exchange
rate against USD saw fluctuations by larger scale.
More foreign frade enterprises use RMB as invoice
and settlement currency to avoid exchange rate
risks. The opening of China’ s financial markets will
continue. These factors help to enhance cross borer
use of RMB. It is expected that the cross-border RMB
index will remain at high level and the forecast value
is 300 for the 3 quarter.
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Please contact us:

Cross-border RMB and Foreign Exchange team,
Transaction Banking Department, Bank of China:

Tel.: +86 10 6659 2278

Email: winiam@bankofchina.com

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

About Us:

BOC is the most internationalized and diversified bank
in China, with its overseas insfitutions distributed in
more than 51 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 seftlement businesses.
BOC Hong Kong, Macau Branch, Taipei Branch ,
Frankfurt Branch, Paris Branch, Sydney Branch, BOC
Malaysia, BOC Hungary, Johannesburg Branch, BOC
Zambia and New York Branch Tokyo Branch have
respectively acted as the RMB clearing bank
designated 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 the report
are owned by Bank of China Limited. Without the consent from Bank of China Limited, the report shall
not be replicated, copied and 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 original intention. The contents and views contained in this report are only for

reference, which do not constitute any investment recommendation. Bank of China will not be liable

for any direct or indirect profit/loss on investment caused by the use of any information provided herein.



