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Main Points

Bank of China ( “BOC” or “the Bank” ) has
released the  Cross-border RMB  Index
( “CRI” ) for the 1°" quarter of 2019. The result
showed that the CRI for the 1% quarter was 296,
which was 5 points higher than the 4™ quarter
of 2018 and 6 point higher than the forecast
value.

B The proportion of RMB used in the cross
border goods trade settlement rose for the 5™
consecutive quarter.

B The amount of RMB settlement in the
cross-border service trade increased from that
for the 4™ quarter of 2018.

B The overseas circulation and use of
RMB expanded from the last quarter.
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decreased on QoQ basis. The cross-border RMB
seftlement under current account and direct
investment in the 1°" quarter totaled RMB1850 billion,
which dropped by 10% from the last quarter.

The cross-border RMB receipts and payments
saw net inflow. The 1 quarter saw a net inflow of RMB
for about RMB450 billion, which was the 4"
consecutive quarter where RMB flow inbound.

The proportion of RMB in global payment and
settlement increased. In the 1% quarter of 2019, the
global payment and clearing amount grew by less
than 1%, while the global RMB payment and clearing
amount grew by 1.9% during the same period. The
share of RMB in global payment and settlement was
1.97%, up by 0.02 percentage points from the 4™
quarter of 2018.

B Details on Cross-border Use of RMB

® Current Account

The amount of cross-border RMB settlement
under current account fell from the previous quarter.
In the 1°" quarter of 2019, the amount of cross-border
RMB settlement under current account reached
RMB1,290 billion, a slight decrease by 7.3% on a QoQ
basis, in which:

The proportion of RMB used in the cross border
good trade settlement increased. In the 1°" quarter of
2019, the amount of goods trade that was settled in
RMB totaled RMB950 billion, which decreased by
about 5.8% from the 4™ quarter of 2018. The 1% quarter
saw total cross border goods trade setftlement
amount to RMBé6.66 trillion, in BoP parameters, the
RMB receipts and payments under goods frade
accounted for 14% of the total receipts and
payments related to cross border goods frade in the
1t quarter, which increased by 1.3 percentage points
from the previous quarter.

The amount of RMB used in cross border service
trade settlement climbed up. In the 1° quarter of
2019, the amount of service tfrade that was settled in
RMB ftotaled RMB215 billion, up by 4% from the
previous quarter.
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® Capital Account

The amount of cross border direct investments
that were settled in RMB decreased. In the 1° quarter,
the cross border direct investments that were settled
in RMB totalled RMB590.9 billion, decrease by about
12% from the previous quarter. In which:

The cross-border inbound direct investments that
were seftled in RMB fotalled RMB328.6 billion, which
decreased by about 3.1% from the previous quarter;

The cross-border outbound direct investment
reached RMB262.2 billion, which decreased by about
20% from the previous quarter.

The RMB setftlement under cross-border securities
investment continued to grow. In the 4™ quarter of
2018, the RMB settlement wunder cross-border
securities investment amounted RMB2,977 billion, an
increase by approximately 132% from the previous
quarter.

e Offshore Markets

The balance of RMB deposits in major offshore
markets decreased. At the end of the 1°" quarter, the
RMB deposits of Hong Kong-based banking
institutions amounted to RMB602.2 bilion, which
decreased by RMB12.8 bilion from the end of the
previous quarter.

Comments

The Cross-border RMB index (CRI) remain in the
upward trend in the first quarter of 2019 due to the
following factors:

Fundamentals remained positive. China’ s
imports and exports totaled RMB7.01 ftrillion in the Tst
quarter of 2019, up by 3.7% compared with the same
period last year. Specifically, exports increased by
6.7% to RMB3.77 frillion; imports increased by 0.3% to
RMB3.24 ftrillion; trade surplus was RMB529.67 billion,
which increased by 75.2%. Outstanding foreign trade
results provided fundamental support to continued
improvement of cross-border use of RMB.

Market environment improved. The Fed’ s
monetary policy showed signs of furning around and
the probability of interest rate hikes within the year
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dropped sharply. The RMB exchange rate has
stabilized and rebounded. In the 1% quarter of 2019,
the exchange rate of RMB against USD and the RMB
exchange rate index with reference to CFETS, BIS and
SDR currencies baskets reported rise; the RMB interest
rates in domestic and offshore markets slowly
declined, and the spread remained stable. The stable
and favourable market environment has further
enhanced the active use of RMB across borders.

Cross-border use of RMB gained new policy
support. The Development Plan for
Guangdong-Hong Kong-Macao Greater Bay Area
issued by the State Council proposes to gradually
expand the scale and scope of cross-border use of
RMB in the Bay Area. Banking insfitutions in the
Greater Bay Area can conduct cross-border RMB
lending, RMB spotfs and forwards and RMB-related
derivatives businesses and cross-selling of wealth
management products in accordance with relevant
regulations, and enterprises in the Greater Bay Area
can issue RMB bonds across borders as regulated.

New progress was made in the regionalization of
RMB. At the end of February, the Hochiminh City
Branch of BOCHK completed a RMB entrusted
seftlement business for cross-border frade in
non-border areas in Vietnam. At the end of last year,
Vietlnam announced the “Foreign Exchange
Management Guidelines” for border frade, breaking
through the original RMB settlement restrictions. The
cross-border RMB entrusted settlement business
handled by BOC is an attempt to expand
cross-border RMB settlement to the non-bordering
provinces of Vietham under the latest issued foreign
exchange management rules by the Cenftral Bank of
Vietham, which has a positive impact on promoting
the RMB settlement in Sino-Viethamese trade.
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Forecasts

The cross-border RMB index is expected to
remain at high level in the 2" quarter of 2019.

In the second quarter, uncertainties in the
external environment increase. The Sino-US trade
negotiations showed signs of divergence, which
might re-enable tariff protection measures. Although
the Fed’ s interest rate hike is slowing, the US dollar
contfinues to strengthen. These factors may bring
about turmoil to the global trade and finance.
Although these uncertainties have complicated
effects on cross-border use of RMB, the fundamental
factors supporting the expansion of cross-border use
of RMB will not change. It is expected that the
cross-border RMB index will remain at high level and
the forecast value is 290 for the 2" 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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