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Main Points

Bank of China (“BOC” or “the Bank”) has
released the Cross-border RMB Index
(“CRI”) for the 3™ quarter of 2019. The result
showed that the CRI for the 3" quarter was
306, which was 4 points higher than the 2"
quarter and 6 points higher than the forecast
value.

B The scale of RMB settlement under
cross-border goods trade continued to rise.

B The cross-border use of RMB under the
capital accounts continued to increase.

B The extensive participation by financial
institutions resulted in RMB being used more

BB (kR ER AT actively in cross-border activities.
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The cross-border RMB settlement under
current account and direct investment
continued to increase on a QoQ basis. The
cross-border RMB settlement wunder current
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account and direct investment in the 3" quarter of
2019 totaled about RMB2,364 billion, which
increase by 9% from the previous quarter.

The cross-border RMB receipts and payments
saw a net inbound flow. In the 3 quarter of
2019, the net inbound flow of RMB was about
RMB61.4 billion. The net of cross-border RMB
receipts and payments resumed inbound flow after
a net outbound flow in the last quarter.

The proportion of RMB use in global payment
and settlement declined. In the 3™ quarter of
2019, the global payment and clearing amount
grew by nearly 10%, while the global RMB
payment and clearing amount grew by 6.28%
during the same period. The proportion of RMB
use in global payment and settlement was 1.88%,
down 0.06 percentage points from the 2" quarter .
RMB remained as the fifth largest global payment
currency.

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 3™ quarter of 2019, the
amount of cross-border RMB settlement under
current account reached RMBI1,617.4 billion,
increased by 7% on a QoQ basis, in which:

The scale of RMB settlement under
cross-border goods trade increased. In the 3%
quarter of 2019, the amount of RMB settlement
under cross-border goods trade was about
RMB1,085 billion, an increase by 2% over the 2"
quarter. The RMB receipts and payments under
goods trade accounted for 13.9% of the total
receipts and payments related to goods trade,
which declined from the previous quarter.

The scale of RMB settlement under
cross-border service trade increased. In the 3"
quarter of 2019, the RMB settlement amount
under cross-border service trade totaled about
RMB249.3 billion, increased by about 11% on a
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QoQ basis.
® (Capital Account

The use of RMB in cross-border direct
investment increased. In the 3™ quarter of 2019,
the amount of RMB settlement under direct
investment reached RMB747 billion, an increase
by over 10% from the previous quarter. In which:

The cross-border inbound direct investments that
were settled in RMB totaled RMB418.3 billion,
an increase by 14.6% from the previous quarter;

The cross-border outbound direct investment that
were settled in RMB reached RMB328.7 billion,
an increase by about 8.4% from the previous
quarter.

The scale of RMB settlement under
cross-border securities investment continued to
grow. In the 3" quarter of 2019, the RMB
settlement amount under cross-border securities
investment exceeded RMB3.4 trillion, an increase
by about 40% from the previous quarter.

® Offshore Markets

The balance of RMB deposits in major offshore
markets increased. At the end of August 2019, the
RMB deposits of Hong Kong-based banking
institutions amounted to RMB644.1 billion, an
increase of RMB39.9 billion from the end of the
2" quarter.

Comments

In the 3" quarter of 2019, the CRI continued to
rise, which was attributable to the following
factors:

Imports and exports continued to increase,
promoting the expansion of the cross-border
use of RMB. In the 3 quarter, imports and
exports of China reached RMBS8.24 trillion, up
7.6% on a QoQ basis. Specifically, exports grew
by 8.2% quarter on quarter to RMB4.50 trillion,
and imports rose by 6.8% quarter on quarter to
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RMB3.7 trillion.

Imports and exports measured in RMB
maintained positive momentum, prompting a rise
in scale of RMB settlement under cross-border
goods trade.

The use of RMB in cross-border direct
investment remained active. The scale of RMB
settlement under cross-border direct investment
witnessed an increase for three consecutive
quarters. The realized foreign investment in the
first nine months was up 6.5%. Particularly, the
inflow of cross-border RMB direct investment in
the 3" quarter grew by 14.6% on a QoQ basis.
China continued to expand the opening-up and
lower the entry barrier for foreign investors to
attract continuous inflow of foreign capital,
thereby further enhancing the function of RMB
as a viechle currency for direct investment.

The use of RMB under cross-border securities
investment continued to grow. In the 3w
quarter, the scale of RMB settlement under
cross-border securities investment grew by more
than 40% on a QoQ basis. As the resumption of
interest rate cut by the Fed led to a decline in the
yields of US Treasuries, RMB bond assets
became more attractive in terms of yields.
Overseas investors continued to increase their
holdings of RMB assets in China, pushing up the
use of RMB wunder cross-border securities
investment.

The extensive participation by financial
institutions boosted cross border use of RMB.
According to RMB Tracker Special Edition
issued by SWIFT during Sibos 2019 in London,
the number of global financial institutions using
RMB as payments currency increased by 11.31%
in July 2019 compared with July 2017, taking
the total from 1,989 to 2,214. The biggest
increase, which was 20.98%, was from Africa
and the Middle East, where the number rose
from just 143 in July 2017 to 173 in July this
year. The broader participation of financial
institutions made the cross-border use of RMB
more convenient, which gave rise to more active
use of RMB in cross-border transactions.
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Forecasts

The CRI is expected to continue an upward
movement in the 4™ quarter of 2019.

Sino-US trade frictions have shown signs of
easing. The Fed has completed its third rate cut in
the year. As a result, the exchange rate of RMB
against USD tends to stablize in the 4™ quarter.
Besides, China’s imports and exports might
maintain the QoQ growth. These favorable factors
will support the use of RMB in cross-border
transaction at an active level. It is expected that
the CRI will remain at a high level in the 4%
quarter, with a forecast value of 300.

Please contact us:

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

Tel.:
+86 10 6659 2278
Email:

winiam(@bankofchina.com

Website:
http://www.bankofchina.com/fimarkets/cri/
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KIARDMEE RS, 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 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
liable for any direct or indirect profit/loss on investment caused by the use of any information provided

herein.



