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KEY ABBREVIATIONS

BIS Bank for International Settlements

CBRC China Banking Regulatory Commission

CDs Certificates of Deposit

CFETS  China Foreign Exchange Trade System

CGSDTC China Government Securities Depository Trust & Clearing
CIPS Cross-border Inter-bank Payment System

CIRC China Insurance Regulatory Commission

COFER  Currency Composition of Official Foreign Exchange Reserves
CPPCC  Chinese People’s Political Consultative Conference

CSRC China Securities Regulatory Commission
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FDI Foreign Direct Investment

IMF International Monetary Fund
NEER Nominal Effective Exchange Rate
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NRA Non-resident Account
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PBC People’s Bank of China

RCPMIS RMB Cross-border Payment Information Management System
REER Real Effective Exchange Rate
RQFII Renminbi Qualified Foreign Institutional Investor

SAFE State Administration of Foreign Exchange
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SAR Special Administrative Region
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YoY Year to Year
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PART ONE
Executive Summary

he international use of the renminbi (RMB) had forged ahead steadily in 2016 and
Tthe RMB maintained a stable position in the global monetary system. According
to the Society for Worldwide Interbank Financial Telecommunication (SWIFT)
statistics, the RMB held its position as the sixth ranked global payment currency with
a share of 1.68% in December 2016. The inclusion of the RMB into the the Special
Drawing Right (SDR) currency basket took effect officially on October 1st, 2016, which

was an important milestone for the internationalization of the RMB.

The RMB held a stable position of the 2" ranked cross-border settlement currency
in China. In 2016, the volume of cross-border RMB settlement totaled RMB 9.85
trillion yuan, accounting for 25.2% of China’s total cross-border settlements for
the same period. The RMB has become China's 2™ ranked cross-border settlement
currency for six consecutive years. The RMB settlement under the current account
amounted to RMB 5.23 trillion yuan. The volume of outward direct investment (ODI)
settled in RMB reached RMB 1,061.85 billion yuan, and the volume of foreign direct
investment (FDI) settled in RMB reached RMB 1,398.77 billion yuan. By the end of
2016, the number of the domestic enterprises using RMB for cross-border settlement
was about 240,000.

The international use of the RMB developed steadily. By the end of 2016, the non-
resident RMB bank deposit in Mainland China was RMB 915.47 billion yuan, the RMB
deposit in major offshore markets was approximately RMB 1.12 trillion yuan, and the
outstanding amount of RMB international bonds was RMB 713.29 billion yuan. By the
end of 2016, a total of 18 countries and regions had been granted with RMB Qualified
Foreign Institutional Investors (RQFII) quotas, with a total amount of RMB 1.51 trillion
yuan; a total of 407 foreign institutions had been approved to enter into the Chinese

inter-bank bond market, with a total registered amount of RMB 1.97 trillion yuan.
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According to incomplete statistics, by the end of 2016, more than 60 countries and

regions had included RMB into their foreign exchange reserves.

RMB capital account convertibility forged ahead steadily. In 2016, the pilot
scheme for macro-prudential management of cross-border financing was extended
nationwide. Further market opening and investment facilitation was put into practice
in inter-bank bond market for the convenience of foreign institutions. The RQFII
management was simplified. The Shanghai-Hong Kong Stock Connect scheme was
improved by removing the limit on the total amount. And the Shenzhen-Hong Kong

Stock Connect scheme was launched.

RMB international cooperation gained remarkable achievements. By the end of 2016,
36 central banks or monetary authorities had signed bilateral local currency swap
agreements with the People's Bank of China (PBC). The total size of the agreements
had reached RMB 3.3 trillion yuan. Overseas RMB clearing arrangements were
established in 23 countries and regions, covering Southeast Asia, Europe, the Middle
East, America, Oceania and Africa, further facilitating foreign counterparties to hold
and use the RMB.

The Infrastructure of the cross-border use of RMB was further improved. In 2016,
the construction of the Cross-border Interbank Payment System (CIPS) and the
expansion of direct participants were further promoted. Business rules of the RMB
Cross-border Payment Management Information System (RCPMIS) were further

standardized and improved, thus to improve the quality of data submitted.

RMB’s inclusion into the SDR currency basket marked the new phase of the
development of the RMB internationalization. In 2017, we will continue to serve the
real economy and regard it as both the starting point and the foothold, and promote
the internationalization of the RMB actively and solidly, thus to maintain the stability

of the RMB status in the global monetary system.
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PART TWO
The International Use of the RMB

I. Cross-border RMB settlement

The volume of cross-border RMB settlements in 2016 totaled RMB 9.85 trillion yuan,
with a year-on-year (yoy) decrease of 18.6%. It accounted for 25.2% of cross-border
payments and receipts between the Chinese Mainland and overseas parties, 3.5
percentage points lower than that of last year. Among RMB transactions in 2016, total
receipts were RMB 3.79 trillion yuan, and total payments were RMB 6.06 trillion yuan,
resulting in a net outflow of RMB 2.27 trillion yuan and a receipt-to-payment ratio of
1:1.6.

Box 1 New Policies of the International Use of the RMB Since 2016

In January 2016, the PBC adjusted the using terms of funds in RMB bank settlement
accounts of overseas institutions. Funds in RMB bank settlement accounts of overseas

institutions could be converted into fixed deposits with interest rates set by the relevant
rules of the PBC.

In January 2016, the PBC extended the pilot scheme for macro-prudential management
of cross-border financing, specifying cross-border financing restrictions based on
micro-entities” capital or net assets which were designed in accordance with the macro-

prudential policies.
In February 2016, the PBC further facilitated qualified foreign institutional investors
to make investment in the Chinese inter-bank bond market, canceled investment quota

limits and simplified the management process.

In May 2016, the PBC extended the pilot scheme for macro-prudential management

of cross-border financing to the whole country. Domestic non-financial enterprises
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(excluding local government financing platform and real-estate corporations) and
financial institutions whose establishments were approved by PBC, CBRC, CSRC and
CIRC, had the discretion to raise RMB or foreign currency denominated financing from
offshore, within the upper limit of the outstanding amount of risk-weighted cross-border

financing, which is calculated based on borrowing entities’ capital or net assets.

In August 2016, the PBC further simplified the application process of RQFII and
improved its quota management. RQFII investors had the discretion to invest within
the basic quotas, while needed authorization when invest beyond the basic quotas. The
restriction during the lock-up period was relaxed. The open-ended funds were still not
subject to any lock-up period, while the rest products or funds were subject to a three-

month lock-up period instead of a previous one-year lock-up period.

In November 2016, the PBC further improved the stock connect scheme between

Mainland China and Hong Kong .

In November 2016, the PBC further regularized RMB overseas lending business of

domestic enterprises and included the business into macro-prudential management.

In December 2016, the PBC established the statistical monitoring and macro-prudential
management system of Panda Bonds, unified the rules of account opening, funds deposit

and management, cross-border remittance and data submission of Panda Bonds.

In January 2017, the PBC further improved the policy of the macro-prudential
management of cross-border financing, raised the level of cross-border financing

facilitation and reduced the financing cost of the real economy.

I.I Current Account

In 2016, the RMB settlement under the current account amounted to RMB 5.23 trillion
yuan, a decrease of 27.7% yoy. The RMB settlement of goods trade was RMB 4.12
trillion yuan, decreasing 35.5% yoy. It accounted for 16.9% of China’s total imports
and exports in the same period. The RMB settlement amount of cross-border services

trade and other items under the current account was RMB 1.11 trillion yuan, up 31.2%
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yoy (See figure 1, table 1). Among the current account RMB transactions in 2016, total
receipts were RMB 2.15 trillion yuan, and total payments were RMB 3.08 trillion yuan,
resulting in a net outflow of RMB 927.37 billion yuan and a receipt-to-payment ratio of
1 : 1.43 (See figure 2).

Figure T Monthly RMB Settlement under the Current Account'
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Table T Annual RMB Settlement under the Current Account

Unit: billion yuan

Year Goods trade Sl t.rade and Total
other items
1.95

2009 0.61 2.56
2010 303.4 46.7 350.1
2011 1,381.07 207.86 1,588.93
2012 2,603.98 275.75 2,879.73
2013 4,136.84 499.94 4,636.78
2014 5,894.65 656.37 6,551.02
2015 6,391.14 843.22 7,234.36
2016 4,120.94 1,106.54 5,227.47
Total 24,833.97 3,636.99 28,470.95

Source: PBC.

1 Historical statistics were adjusted based on the present Balance of Payment statistic standard, similarly
hereinafter.
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Figure 2 Payment-to-Receipt Amount and Ratio of RMB Settlement
under the Current Account
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LII Capital and financial account

The volume of cross-border RMB settlements under the capital and financial account
was RMB 4.62 trillion yuan, a decrease of 5.1% yoy. Among the capital and financial
account RMB transactions in 2016, total receipts were RMB 1.63 trillion yuan, and total
payments were RMB 2.98 trillion yuan, resulting in a net outflow of RMB 1.35 trillion

yuan and a receipt-to-payment ratio of 1 : 1.83.

Cross-border Direct Investment. In 2016, the nationwide volume of RMB settlement
in Outward Direct Investment (ODI) transactions was RMB 1.06 trillion yuan,
increasing 44.2% yoy; the nationwide volume of RMB settlement in Foreign Direct
Investment (FDI) transactions was RMB 1.4 trillion yuan, decreasing 11.9% yoy (See
figure 3 and table 2).

The two-way cross-border RMB cash pooling business conducted by multinational
conglomerates. By the end of 2016, 1,716 two-way cross-border RMB cash pools were
set up across the country. Among which, 1,052 cash pools had conducted cross-border

RMB settlement transactions. Among the cash pool RMB settlement transactions in
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Figure 3 Monthly RMB Settlement of Cross-border Direct Investment
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Table 2 RMB Settlement of Cross-border Direct Investment

Unit: billion yuan

I T R R

2010 5.68 22.36 28.03
2011 26.59 100.68 127.27
2012 31.19 259.19 290.38
2013 86.68 457.09 543.76
2014 224.41 960.55 1,184.96
2015 736.17 1,587.10 2,323.27
2016 1,061.85 1,398.77 2,460.62
Total 2,172.57 4,785.74 6,958.29
Source: PBC.

2016, total receipts were RMB 876.66 billion yuan, and the total payments were RMB
875.89 billion yuan, resulting in a net inflow of RMB 0.77 billion yuan.

The Shanghai-Hong Kong Stock Connect and the Shenzhen-Hong Kong Stock

Connect business. In 2016, the volume of receipts through Shanghai Stock Connect
and Shenzhen Stock Connect was RMB 110.55 billion yuan, and the volume of
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payments was RMB 52.85 billion yuan, resulting in a net inflow of RMB 57.70 billion
yuan; The volume of receipts through Hong Kong Stock Connect was RMB 27.61
billion yuan, and the volume of payments was RMB 228.76 billion yuan, resulting in a
net outflow of RMB 201.15 billion yuan'.

Box 2 Shanghai-Hong Kong Stock Connect and Shenzhen-Hong
Kong Stock Connect

1. Background

In April 2014, Premier Li Keqiang announced the establishment of the Shanghai-
Hong Kong Stock Connect scheme at the annual conference of Boao Forum for Asia. In
November 2014, the Shanghai-Hong Kong Stock Connect scheme was officially launched,
opening up a new investment channel for investors in the Mainland China and Hong
Kong. Since the launch of the pilot, the market had been performing steadily and orderly,
and investors responded positively, which marked a successful experience for the further
two-way opening up of China’s capital markets. On that basis, investors looked forward
to new initiatives to expand the mainland’s links with Hong Kong's capital markets.
Catering to the market demands, in combination with the overall situation of China’s
financial two-way opening-up and the need to support Hong Kong's prosperity and
stability, relevant departments began to study the launch of Shenzhen-Hong Kong Stock
Connect scheme. During the NPC and CPPCC sessions in 2016, Premier Li Kegiang
made it clear in his government working report that the Shenzhen-Hong Kong Stock
Connect scheme would be launched at an appropriate time. In December 2016, the

Shenzhen-Hong Kong Stock Connect scheme was officially launched.

2. Framework
The Shanghai-Hong Kong Stock Connect scheme and the Shenzhen-Hong Kong Stock
Connect scheme follow the current laws, requlations and operation modes of transaction

settlement in Mainland China and Hong Kong respectively. The main institutional

1 According to the settlement and submission rules of the Shanghai-Hong Kong Stock Connect and the Shenzhen-
Hong Kong Stock Connect scheme, settlement of Shanghai Stock Connect and Shenzhen Stock Connect follows the
T+1 mode, while that of Hong Kong Stock Connect follows the T+2 mode. Therefore, at some points, the amount
of the transactions and settlements may be slightly different. And other factors, such as the dividend of listing
companies, may also lead to the difference in the amount of transactions and settlements.
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arrangements remain consistently: First, market transaction settlement activities are
abide by the provisions and business rules of the local markets where the transaction
settlement occurs. Listed companies continue to comply with listing rules and other
relevant regulations of the listing locations. Second, China Securities Depository
& Clearing Corporation Limited and Hong Kong Central Clearing Corporation
Limited adopt the direct linking method for cross-border settlement. Third, the scope
of investments is limited to the shares selected by the regulators and exchanges of the
two sides. Fourth, take measures on quotas control and adjustment. No limits are set
on the overall amounts, while the quota of the daily amount is applied. Northbound
flow through Shanghai Stock Connect and Shenzhen Stock Connect enjoys a maximum
daily amount of RMB 13 billion yuan respectively, while the Southbound flow through
Hong Kong Stock Connect (both under the Shanghai-Hong Kong Stock Connect and
the Shenzhen-Hong Kong Stock Connect scheme) enjoys a daily amount at RMB 10.5
billion yuan. The two sides may adjust the investment quota according to the operating
situations. Fifth, continue to improve the trading system for qualified investors to

participate in the investment.

3. Significance

Completing the connect scheme between the stock markets of Mainland China and Hong
Kong, Shanghai-Hong Kong Stock Connect scheme and Shenzhen-Hong Kong Stock
Connect scheme are of great importance to facilitate the two-way opening up of the stock
markets of Mainland China and Hong Kong, and enhance the bilateral cooperation.
In line with the trend of the capital market internationalization, the connection can
not only promote long-term stability and prosperity of Hong Kong financial market,
consolidate Hong Kong's role as the international financial center, but also enrich the
investor structure of the stock market in Mainland China, improve the mechanism of the
capital market in Mainland China, and promote the development of a multi-tiered capital
market. Through these connect channels, the Mainland China and Hong Kong investors
can invest in their counterparts’ stock markets with RMB, which widens the investment
channels of the RMB funds in Hong Kong, promotes RMB orderly flow between the two
sides, and benefits to the development of the RMB offshore market in Hong Kong.
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In the next step, regulators of the two sides will enhance cooperation, make further
study to optimize the related institutional arrangements according to the operation of
Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock Connect, continue

to facilitate investment activities, and prevent potential business risks.

Foreign institutions’ investment in the Chinese inter-bank bond market. By the end
of 2016, 407 foreign institutions were approved to enter into the Chinese interbank
bond market', which consisted of 58 foreign central banks and similar institutions
(including foreign central banks, international financial institutions and sovereign
wealth funds), 112 foreign commercial banks, 28 non-bank financial institutions, 204

financial institutional investors and 5 other institutions.

L.III Structural Distribution

Domestic regional distribution. In 2016, Guangdong, Shanghai, and Beijing listed top
3 in the annual cross-border RMB settlement volume, whose share was 27.3%, 23.0%,
and 10.6% respectively. Nationwide Seven regions enjoyed more than 300 billion
yuan RMB cross-border settlement volume. (See table 3). The eight border provinces’
(autonomous regions) recorded an aggregate amount of RMB 514.59 billion yuan,

accounting for 5.2% of the nationwide settlement volume.

Overseas regional distribution. 239 countries and regions had conducted RMB
settlement with Mainland China. In 2016, Hong Kong accounted for 53.6% of all
RMB receipts and payments in terms of transaction volume. Its share increased by
0.7 percentage points yoy. Meanwhile, the shares of Germany, Japan, South Korea,

Australia, Cayman Islands and Vietnam increased in 2016 yoy (See figure 4).

1 Since June 2016, statistics on the number of overseas institutions have been adjusted to the actual number of the
institutions which have already entered into the interbank bond market, and the statistic scope is the number of
the accounts opened in the trading center.

2 The eight border provinces (autonomous regions) including Hei Longjiang province, Ji Lin province, Liao Ning
province, Inner Mongolia autonomous region, Xin Jiang autonomous region, Tibet autonomous region, Yun Nan

province, Guang Xi autonomous region.
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Table 3 Cross-border RMB Settlement by Provinces

Unit: billion yuan

( fisouince Capital and
Ranking a‘:}%?gm us Current account 6 P | Total Share (%)
munitipality) Inancial account
1

Guangdong 1,524.54 1,165.68 2,690.22 27.3
2 Shanghai 981.16 1,279.53 2,260.69 23.0
3 Beijing 549.63 494.16 1,043.79 10.6
4 Jiangsu 346.76 283.58 630.34 6.4
5 Zhejiang 347.23 130.98 478.21 4.9
6 Tianjin 198.09 137.56 335.65 3.4
7 Shandong 151.27 161.85 313.12 3.2
8 Others 1,128.79 965.97 2,094.76 21.2
9 Total 5,227.47 4,619.31 9,846.78 100.0

Source: PBC.

Figure 4 Geographical Distributions of Cross-border RMB
Receipts and Payments (2016)
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Il. The RMB as a Reserve Currency

According to the quarterly data on the Currency Composition of Official Foreign
Exchange Reserves (COFER)' released by the International Monetary Fund (IMF), by
the end of 2016, RMB reserves® were around USD 84.51 billion, accounting for 1.07%
of the total amount of official foreign exchange reserves which had indicated currency
composition. According to incomplete statistics, by the end of 2016, more than 60

countries and regions had taken RMB into their foreign exchange reserves.

Box 3 RMB Joined the SDR Officially

On October 1st 2016, the RMB joined the IMF’s Special Drawing Rights (SDR) basket
officially, became the fifth currency along with the U.S. dollar, the euro, the Japanese yen
and the British pound . The weight of the RMB in the SDR basket is 10.92%, ranking
the third. The inclusion of the RMB into the SDR basket reflects the recognition of
China’s comprehensive national strength and the effectiveness of reform and opening by
international community, especially the recognition of the internationally using function

of the RMB. It’s an important milestone in the internationalization of RMB.

As the reserve currency status of RMB has gradually been recognized, more and more
foreign central banks and monetary authorities have taken RMB into their reserve
assets. In the first half of 2017, the European Central Bank increased the amount of
RMB foreign exchange reserves equivalent of EUR 500 million in total. More than 60
countries and regions, including Singapore and Russia, have taken RMB into their

foreign exchange reserves.

The inclusion of the RMB in the SDR indicates that for the first time the emerging

market currencies have joined the SDR basket since the 1980s, it will help to improve

1 COFER is a database managed by the Statistics Department of IMF, the foreign exchange reserve statistics
contains monetary authorities” claims on non-residents, the claims are in the form of banknotes, bank deposits,
treasury bills, other short and long-term government securities, and other claims usable in the event of balance of
payments need, etc..

2 Currently, there are 146 reporters, consisting of member countries of the IMF, non-member countries or
economies, and other foreign exchange reserve holding entities. By the end of December 2016, 146 reporters held
a total of USD 10,793.4 billion in foreign exchange reserves, of which USD 7,900.6 billion indicated its currency

composition.
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the traditional pattern of only taking the currencies of developed countries as reserve
currencies, and will enhance the representativeness and attractiveness of the SDR
itself. In addition, the inclusion of RMB in the SDR helps to improve the stability
of the SDR, increase its role in the international monetary system, and enhance its
function as an international reserve currency, which will also further improve the
international monetary system. China will take the opportunity to further invigorate the
market, unleash reform dividends, and make positive contributions to promoting global
economic growth, safeguarding global financial stability and improving global economic

governance.

I1l. RMB-denominated International Bonds

In 2016, 36.1 trillion yuan RMB-denominated bonds were issued in Chinese bond
market, increasing 54.2% yoy. By the end of 2016, the total amount of RMB bonds
onshore under custody stood at RMB 63.7 trillion yuan, increasing 33% yoy. The
annual turnover of Chinese bond market reached RMB 829.4 trillion yuan, a yoy
growth of 22.9%, among which RMB 132.2 trillion yuan was spot trading, reflecting
increasingly brisk trading activities. By the end of 2016, 407 foreign institutions had
been allowed to access Chinese interbank bond market, with their bonds under
custody' reaching RMB 800.03 billion yuan.

In terms of the narrow statistical caliber” of BIS, by the end of 2016, the total
outstanding amount of RMB-denominated international bonds was RMB 698.72 billion
yuan, among which the RMB bonds issued offshore by foreign institutions accounted
for RMB 566.58 billion yuan, while bonds issued onshore by non-residents reached
RMB 132.14 billion yuan.

1 Containing central bank bills under custody.

2 The Bank for International Settlement (BIS) has both “narrow” and “broad” caliber of international bonds. The
“narrow” statistical caliber for RMB-denominated international bonds refers to the bonds issued by non-resident
entities in both onshore and offshore markets, while the “broad” statistical caliber refers to the bonds issued in a
market other than the local market of the country where the issuer resides.
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Figure 5 Chinese Interbank Debt Instruments Held in Custody
by Foreign Entities
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Box 4 The Scale of RMB-denominated Bonds Issued by Foreign
Institutions in Chinese Onshore Market Increased
Substantially

The RMB-denominated bonds issued onshore by overseas (including Hong Kong SAR,
Macau SAR and Taiwan province of China) institutions are called Panda Bonds. With
the steady improvement of the international acceptance of the RMB, the market of
Panda bonds had attracted wide attention from international market, the type of bonds
issuers further expanded, and the scale of issuance also increased significantly. By the
end of July 2017, the issuers of Panda bonds included foreign non-financial enterprises,
financial institutions, international development institutions and foreign governments,

and the cumulative amount of issuance was RMB 194.04 billion yuan.
To unify the rules of account opening, funds deposit and management, cross-border

remittance and data reporting of Panda Bonds, and build relevant systems of data

statistical monitoring and macro-prudential management, In December 2016, the PBC
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issued “Notice on Cross-border Renminbi Settlement of Renminbi-denominated Debt
Issued by Overseas Institutions in China” (PBC General Administration Department
Document (2016 ) No.258). The document specified that foreign institutions may
choose to open NRA accounts or entrust the leading underwriter to open custodian
accounts to deposit the funds raised by issuing RMB-denominated bonds. The deposit
bank shall handle the relevant cross-border RMB funds remittance based on the
certificate of the relevant authorized department’s approval for the issuance of RMB-
denominated bonds, and the prescriptive using proportion of domestic and foreign for the
funds be raised.

In August 2016, the world’s first SDR-denominated RMB-settled bond (named Mulan
Bond) was successfully issued by the World Bank (International Bank for Reconstruction
and Development) in the Chinese interbank bond market, and the total amount was
2 billion SDR. In October 2016, the Standard Chartered Bank (Hong Kong) also
successfully issued 100 million Mulan Bonds in the Chinese interbank bond market. The
issuance of Mulan Bonds diversifies the trading varieties of the Chinese bond market,
promotes the opening and development of the Chinese bond market, which is also a
landmark event to expand the use of SDR and has the positive significance to strengthen

the stability of the international monetary system.

IV. Domestic RMB Financial Assets Held by Non-residents

By the end of 2016, the outstanding amount of domestic RMB financial assets held
by non-residents reached RMB 3.03 trillion yuan, which included RMB 649.19 billion
yuan of stocks and RMB 852.62 billion yuan of RMB bonds under custody held by
foreign institutions. The outstanding loans that foreign institutions lent to onshore
entities stood at RMB 616.44 billion yuan. The balance of onshore RMB deposits held
by non-residents was RMB 915.47 billion yuan (including deposits on correspondent
accounts, non-resident institutional accounts and non-resident individual accounts)
(See table 4).
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Table 4 Domestic RMB Financial Assets Held by Non-residents

Unit: billion yuan

Mar. 2015 | June. 2015 | Sept. 2015 | Dec. 2015 | Mar. 2016 | June. 2016 | Sept. 2016 | Dec. 2016

Stocks 738.41 784.40 528.52 598.67 570.95 601.21 656.22 649.19
Bonds 712.80 764.08 764.58 751.71 679.95 763.98 805.96 852.62
Loans 876.92 924.21 935.71 851.56 778.27 747.42 708.19 616.44
Deposits 2,024.80 2,120.35 1,664.18 1,538.07 1,274.45 1,252.94 1,130.72 915.47
Total 4,352.93 4,593.04 3,892,959 3,740.01 3,303.62 3,365.55 3,301.09 3,033.72

Source: PBC, CSRC, CGSDTC, SCH, CSDC.

By the end of 2016, 18 countries or regions had been grarited with RQFII quotas, with
a total amount of RMB 1.51 trillion yuan (See figure 6).

Figure 6 Allocation of RQFII Quotas, End-2016 (in billion yuan)
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According to incomplete statistics, by the end of 2016, RMB deposits (excluding
certificate of deposits) in major offshore RMB markets (Hong Kong of China, Macau
of China, Taiwan of China, Singapore, UK etc.) was around RMB 1.12 trillion yuan.
Among which Hong Kong amounted to RMB 546.71 billion yuan, a yoy decline of
35.8%; Singapore amounted to RMB 38.6 billion yuan, a yoy decline of 43.1%; UK
amounted to RMB 51 billion yuan, a yoy increase of 17.2%.
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V. RMB Foreign Exchange Transactions

In 2016, the average daily trading volume in the onshore RMB foreign exchange
market (including interbank market and banking valet market) was USD 83.2 billion'.
The trading amount of CNY spot in the domestic interbank foreign exchange market
was USD 5.93 trillion, a yoy increase of 21.9%. The trading amount of CNY swap was
USD 10 trillion, a yoy increase of 19.8%. The trading amount of CNY forward was
USD 0.15 trillion, a yoy increase of 311%.

Direct trading of RMB against 12 foreign currencies (such as South African rand,
South Korean won, etc.) was successively launched in the interbank foreign exchange
market. In 2016, the total direct trading value of RMB against non-USD currencies
reached RMB 1.13 trillion yuan, accounting for 2.9% of the total foreign exchange
spot trading volume in the onshore interbank market. Yet the ratio was less than 0.5%
before 2010.

VI. Cross-border Circulation of RMB Banknotes

In 2016, the total amount of cross-border RMB banknotes transportation by banks
reached RMB 63.809 billion yuan, an increase of 6.66% year-on-year. Within the total
number, the outbound volume was RMB 10.363 billion yuan, and the inbound volume
was RMB 53.446 billion yuan, resulting in a net inbound transportation of RMB 43.083
billion yuan. The inflow of offshore RMB banknotes via the banking system continued
to grow rapidly (see figure 7). The depository vault of Bank of China (Hong Kong)
Co. Ltd continued to play a pivotal role in the offshore RMB banknotes supply and
backflow, and the total amount of RMB banknotes deposit and withdrawal in Bank
of China (Hong Kong) Co. Ltd by overseas participating banks outside Hong Kong,
Macao and Taiwan was RMB 1.048 billion yuan, a decline of 44.1% year-on-year.
Within the total number, the volume of RMB banknotes withdrawal was RMB 90
million yuan, and that of RMB banknotes deposit was RMB 958 million yuan, resulting
in a net deposit of RMB 868 million yuan, the channel has covered Asia, Europe,

America and Africa.

1 The calculation is based on 244 trading days in foreign exchange market in 2016.
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Figure 7 The Cross-border Transportation of RMB Banknotes by
Commercial Banks in 2009~2016
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Box 5 The Operation of Cross-border Transportation of RMB
Banknotes

With the sustainable development of RMB internationalization, the scale of RMB
banknotes circulation in offshore market is continuously expanding. According to the
supply of offshore RMB banknotes and the demand of backflow, the PBC makes overall
plans for the supply and backflow of offshore RMB banknotes, and actively promotes the
cross-border flow of RMB banknotes orderly.

There are three ways of cross-border RMB banknotes transportation used by banks
at present: the overseas depository vault mode, the overseas clearing bank mode and
the correspondent banks mode. The depository vault mode refers to the cross-border
transportation of the overseas depository vault of RMB reserve funds for issuance,
which is currently only operated between Bank of China (Hong Kong) Co. Ltd and
PBC Shenzhen sub-branch. In 2016, the amount of cross-border RMB transportation
by depository vault increased 5.95% year-on-year. The mode of clearing banks refers
to the cross-border transportation of RMB banknotes by clearing banks following the
RMB Clearing Agreement. At present, in addition to the transportation by clearing
banks in Hong Kong through depository vault, the clearing banks in Macau, Taiwan
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and Singapore cross-border transport RMB banknotes from Zhuhai, Xiamen and
Guangzhou respectively. In 2016, the amount of cross-border RMB transportation by
these three clearing Banks increased by 21.13% year-on-year. The correspondent mode
is mainly used for cross-border transportation by commercial banks between China and
neighboring countries. The correspondent relationship between commercial banks of the
two countries and the cross-border transportation of RMB banknotes are stipulated in
the bilateral domestic currency settlement agreement signed by the central banks. So
far, the cross-border transportation of RMB banknotes between China and Mongolia
happened frequently while that between China and Vietnam, China and Russia occured
occasionally each year. In 2016, the amount of RMB cross-border transportation by

correspondent banks decreased by 21.18% year-on-year.

Besides the three ways mentioned above, there is also the overseas RMB banknotes
circulation business which refers to the deposit and withdrawal of RMB banknotes in
the clearing banks in Hong Kong by the commercial banks in other foreign countries and
regions as the participant banks of clearing banks in Hong Kong, and the clearing banks
in Hong Kong provided the business through the depository vault of Bank of China (Hong
Kong) Co. Ltd. In 2016, there are 14 overseas participant banks conducted the RMB

banknotes withdrawal and deposit business in Hong Kong clearing banks.

With the improvement of the mechanism of offshore RMB clearing banks and the
optimization of circumstance of RMB banknotes transportation and circulation, the
RMB banknote business in some countries and regions started from scratch, and now
operated in several channels and modes. For example, Russia deposits and withdraws
RMB banknotes from the clearing banks in Hong Kong, and transported RMB
banknotes through the channel between correspondent banks in China and participant
banks in Russia. Mongolia transported RMB banknotes through the channel between
correspondent banks in China and participant banks in Mongolia, and withdraw RMB

banknotes from offshore markets.

In recent years, there is a steady decrease of outbound volume of RMB banknotes, and

a rapid increase of inbound volume. There are two main reasons. Firstly, with the
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development of China’s economy, the increase of household income and the boom of
travelling abroad, residents carried RMB banknotes with them when they went abroad,
and converted into local currency for consumption when they were aboard, resulting in
the growth of RMB banknotes in offshore market. However, the circulation and storage
functions for RMB banknotes in offshore market were limited, most of them backflow
to China after changing hands several times and finally entering the banking system.
Secondly, with the maturing of the overseas RMB banknotes market, some offshore
financial centers have formed the secondary market of centralized payment, which also

results in the decrease of the outbound volume of RMB banknotes.

VII. Bilateral Local Currency Swap

In 2016, the PBC signed 3 new bilateral local currency swap agreements with the
central banks of Morocco, Serbia and Egypt, with a total amount of RMB 29.5 billion
yuan, and renewed the agreements with the Monetary Authority of Singapore, the
European Central Bank and the central banks of Hungary and Iceland, with a total
amount of RMB 663.5 billion yuan. By the end of 2016, 36 central banks or monetary
authorities had signed bilateral local currency swap agreements with the PBC.
The total amount of the agreements has exceeded RMB 3.3 trillion yuan. In 2016,
under the bilateral local currency swap agreements signed by the PBC and foreign
counterparties, the amount of actual utilization of RMB by foreign central banks
or monetary authorities was RMB 127.8 billion yuan, while the amount of actual
utilization of foreign currency by the PBC was equivalent to RMB 66.4 billion yuan.
By the end of 2016, the accumulative amount of actual utilization of RMB by foreign
central banks or monetary authorities reached RMB 365.53 billion yuan and the
balance stood at RMB 22.15 billion yuan; the accumulative amount of actual utilization
of foreign currency by the PBC was equivalent to RMB 112.84 billion yuan, with an
outstanding amount of RMB 7.76 billion yuan.

VIII. RMB Cross-border Settlement and Clearing Infrastructures

VIILI Cross-border Interbank Payment System (CIPS)

In 2016, the PBC further promoted the construction of CIPS and increased the direct
participants. In July 2016, Bank of China (Hong Kong) Co. Ltd got access into CIPS
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as the first offshore direct participant, increasing the volume of the CIPS settlement

significantly.

By the end of 2016, there had been 28 direct participants and 512 indirect participants
of the CIPS, covering 6 continents and 80 countries and regions. The CIPS had
operated for 312 working days, settled 722,849 payments, worth 4,842.7 billion yuan in
total.

VIILII Offshore RMB Clearing Banks
In 2016, the PBC signed Memorandum of Cooperation regarding offshore RMB

clearing arrangements with the Federal Reserve of the US and the central bank of

Table 5 Offshore RMB Clearing Banks

“ Country or Region Name of RMB Clearing Bank
Designation

Hong Kong Dec. 2003 Bank of China (Hong Kong) Co. Ltd
2 Macau Sept. 2004 Bank of China Macau Branch
3 Taiwan Dec.2012 Bank of China Taipei Branch
4 Singapore Feb. 2013 Industrial and Commercial Bank of China Singapore Branch
5 United Kingdom June.2014 China Construction Bank (London) Co. Ltd
6 Germany June.2014 Bank of China Frankfurt Branch
7 South Korea July.2014 Bank of Communications Seoul Branch
8 France Sept. 2014 Bank of China Paris Branch
9 Luxembourg Sept. 2014 Industrial and Commercial Bank of China Luxembourg Branch
10 Qatar Nov. 2014 Industrial and Commercial Bank of China Doha Branch
11 Canada Nov. 2014 Industrial and Commercial Bank of China (Canada) Co. Ltd
12 Australia Nov. 2014 Bank of China Sydney Branch
13 Malaysia Jan. 2015 Bank Of China (Malaysia) Co. Ltd
14 Thailand Jan. 2015 Industrial and Commercial Bank of China (Thailand) Co. Ltd
15 Chile May.2015 China Construction Bank Chile Branch
16 Hungary June.2015 Bank of China Limited Hungarian Branch
17 South Africa July.2015 Bank of China Johannesburg Branch
18 Argentina Sept. 2015 Industrial and Commercial Bank of China (Argentina) Co. Ltd
19 Zambia Sept. 2015 Bank of China (Zambia) Limited
20 Switzerland Nov. 2015 China Construction Bank Zurich Branch
21 United States Sept. 2016 Bank of China New York Branch
22 Russia Sept. 2016 Industrial and Commercial Bank of China (Moscow) Co. Ltd
23 United Arab Emirates Dec. 2016 Agricultural Bank of China Dubai Branch
Source: PBC.
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Russia, and designated RMB clearing banks in the United States, Russia, and United
Arab Emirates(see Table 5). By the end of 2016, the PBC had established RMB clearing
arrangements in 23 countries and regions, covering Southeast Asia, Europe, the
Middle East, America, Oceania and Africa. The establishment of the RMB clearing
arrangements will facilitate the enterprises and financial institutions in these countries
and regions to use the RMB for cross-border transactions, and will promote cross-

border trades and investments.
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I. The RMB Capital Account Convertibility

In 2016, liberalization measures were taken to steadily promote the capital account
convertibility, including extending the policy of macro-prudential management of
tull-caliber cross-border financing nationwide, further opening up and facilitating
foreign institutions to enter domestic inter-bank bond market to invest with RMB,
allowing more types of foreign entities to issue RMB bonds in China, simplifying
the administration of RMB qualified foreign institutional investors, improving the
Shanghai-Hong Kong Stock Connect Scheme by removing the quota limit, and
launching the Shenzhen-Hong Kong Stock Connect Scheme.

At present, among 40 items of 7 categories of capital account transactions, RMB is
completely or basically or partially convertible under 37 items, taking up 92.5% in all

items.

In the next phase, we will continue to promote capital account convertibility in an
orderly way, to facilitate trade and investment, enhance the effective allocation of
resources worldwide and promote economic upgrade and steady development, based
on the principle of “serving the real economy, gradually and orderly approaching,

making overall arrangement, risk controllable”.

Box 6 Macro-prudential Management of Full-caliber Cross-border
Financing

Extending the pilot programs for macro-prudential management of full-caliber cross-
border financing to the whole country has been a important measure of the PBC to

manage the cross-border capital flow. It is a critical step of completing China’s macro-
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prudential management policy framework, and it improves the efficiency of cross-border

financing and resources allocation.

In April 2016, the PBC published the Notice on Implementing Nationally the Macro-
prudential Management of Cross-Border Financing (PBC Document [2016] No.132),
which extended the pilot programs from four free trade zones in Shanghai, Guangdong,
Tianjin, Fujian and 27 nationwide banking institutions to the whole country. It makes
clear that since May 3, 2016, enterprises and financial institutions across the country
had the discretion to raise RMB or foreign currency denominated financing from
offshore, within the upper limit amount of the cross-border financing, which is calculated
based on borrowing entities” net assets or capital. The PBC and SAFE cancelled the pre-
approval of foreign debt borrowed by enterprises and financial institutions. Enterprises
only have to register their contract in advance, and financial institutions afterwards, so
as to improve the autonomy and convenience of overseas financing for enterprises and

financial institutions.

In January 2017, the PBC published the Notice on Issues Concerning the Macro-
prudential Management of Overall Cross-Border Financing (PBC Document [2017]
No.9), adjusted the content of exemption in the calculation of risk-weighted balance and
enlarged the coefficients, which further helped enterprises and financial institutions
to fully utilize overseas low-cost capital, and to lower the financing costs of the real

economy.

Il. The Market-based Interest Rate Reform

In 2016, market-based interest rate reform was promoted continuously and critical

progresses have been made.

Firstly, the benchmark rate system of financial market was fostered continuously.
The PBC concentrated on fostering the benchmark interest rate system for financial
market, such as Shibor, the yield curve of government bonds and LPR, which provide
important references for pricing financial products. The application of Shibor and

LPR is promoted and its use scope is gradually expanded. Since June 15, 2016, the
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PBC began publishing the yield curve of Chinese government bonds on its website,
encouraging the market entities to pay more attention on and widely use the yield

curve, further enhancing the role of the yield curve as a benchmark.

Secondly, the self-discipline mechanism for the market interest-rate pricing was
improved gradually. The scope of the members in the self-discipline mechanism
was expanded. At present, the number of the members has been increased to 1,712,
including 12 core members, 988 basic members, and 712 observing members. At
the same time, the self-discipline mechanism at the provincial level was improved

gradually.

Thirdly, innovation of financial products was promoted orderly. The scope of issuers
of certificates of deposit (CDs) was gradually broadened and the issuance as well as
the transactions of inter-bank CDs and large-value CDs were promoted . On June 6,
2016, the threshold for individual investors to subscribe the CDs was adjusted from
RMB 300,000 yuan to RMB 200,000 yuan.

Fourthly, the central bank interest rate regulate and control mechanism were
improved, and the interest-rate transmission channels were strengthened, so as to

enhance the effectiveness for central bank to guide and adjust the interest rate.

lll. The Reform of RMB Exchange-rate Regime

Since 2016, the RMB exchange rate regime has been working orderly on the basis
of market supply and demand with reference to a basket of currencies. It had been
further improved that the central parity regime of of RMB against USD of “closing
rate & rate change against a basket of currencies” . The exchange rate of RMB against
USD moved obviously in both directions, and so did the RMB exchange rate against a
basket of currencies on the basis of keeping basically stable at the same time. The role
of market supply and demand in the determination of the RMB exchange rate was

further obvious.

In 2016, the exchange rate of RMB against a basket of currencies depreciated slightly.
At the end of 2016, CFETS RMB exchange rate index closed at 94.83, depreciating 6.05%
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Figure 8 RMB Exchange Rates Against Some International Major Currencies
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from the end of 2015. According to the calculation of BIS, since the RMB exchange-
rate regime reform started in 2005 to the end of 2016, the nominal effective exchange
rate (NEER) and real effective exchange rate (REER) of RMB appreciated by 37.34%
and 47.14% respectively, the exchange rate of RMB against USD depreciated to some
extent. The exchange rate of RMB against some international major currencies such
as EUR, JPY and GBP experienced both appreciation and depreciation. The exchange
rate of RMB against USD, EUR and JPY depreciated by 6.39%, 2.90% and 9.59%
respectively, and appreciated by 11.51% against GBP.

In the next phase, the PBC will continue to insist on the market-oriented reform of
the RMB exchange-rate, improve the RMB exchange-rate regime, increase the RMB
exchange rate flexibility gradually, and maintain the stable ranking of RMB in the

global currency system.
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Box 7 The Regime of Central Parity of RMB Exchange-rate
Improved Gradually

In the wake of continuous promotion of reform of RMB exchange rate, the regime of
central parity of RMB exchange rate has been gradually improved in recent years.
In February 2017, foreign exchange market self-requlation mechanism adjusted the
reference period of the central parity of RMB against a basket of currencies from 24
hours before quotation to the 15 hours after closing of previous day and before quotation
of next day, avoiding the duplicating reflection of the change of RMB exchange rate
against USD in the central parity. The Central parity of RMB exchange rate regime
has been gradually improved, which effectively improve the regulation, transparency
and marketization of exchange policy and play a positive role in stabilizing the market

expectation, which had been recognised and accepted by the market.

In May 2017, according to the new situation of global FX market and domestic macro
economy, after full research and discussion, the core members of FX market self-
regulation mechanism made a consensus on introducing the counter-cycle factor into the
central parity quotation model, which countered pro-cyclical fluctuation of the market
to some extent, in order to make the central parity quotation more effective to reflect the
fundamentals of domestic economy, and to reflect more accurately the FX market supply
and demand and the change of RMB exchange rate against to a basket of currencies.
According to the performance of the FX market self-requlation mechanism, the new
mechanism effectively curbed the herd effect in the FX market, and strengthened the role
of our country’s macroeconomic fundamentals in the formation of the RMB exchange
rate, maintaining the RMB exchange rate at a reasonable and equilibrious level. On June
30 2017, the central parity rate of the CNY/USD was RMB 6.7744 yuan per dollar,
representing an appreciation of 2.40% from end-2015, and the FX market exchange rate
closed at 6.7796, appreciating 2.51% from end-2015.
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I ooking forward, the international use of the RMB will further expand in terms
of the scope and channels. The RMB internationalization will play a more
positive role in the areas including serving the real economy, facilitating the trade and

investment.

I. RMB’s Function as a Payment Currency Will Constantly Strengthen

China’s economy registered stable performance with good momentum for growth,
with the RMB exchange-rate regime further improved and the framework of cross-
border RMB policies continuously optimized, there will be more market entities
accepting RMB as the currency of quoting and price-setting. Coordinate with the
initiative of “the Belt and Road”, the use of the RMB among the nations along “the
Belt and Road” will expand steadily.

Il. RMB’s Function as an Investment Currency Will Deepen Unceasingly

With the improving width and depth in opening-up of financial market and perfecting
financial infrastructure, it will be more convenient for foreign entities to access to
the Chinese financial market, and the cross-border RMB financial transactions are

expected to keep in a sustainable growth.

I1l. RMB’s Function as a Reserve Currency Will Gradually Emerge

With RMB’s inclusion into the SDR currency basket and its growing international
status, the international acceptance degree to RMB will continually improve, the
willingness to hold the RMB as a reserve currency of foreign central banks and

monetary authorities will gradually increase.

IV. The Bilateral Monetary Cooperation Will Proceed Steadily

The cooperation with relevant central banks and monetary authorities will continually

be enhanced and the swap mechanism and local currency settlement agreement will
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further be improved, bilateral currency cooperation will play an active role in the
areas including facilitating bilateral countries’ trade and investment and maintaining

financial stability.

V. The Infrastructure of the RMB Internationalization Will Further
Improve

With the construction of CIPS and further upgrading of the cross-border RMB clearing
arrangements, the efficiency of RMB clearing is improving, the cross-border RMB
clearing network is perfecting. The accounting standards, rating systems and taxation
policies that accommodated with the RMB cross-border usage and the opening-up of

financial market will further improved.
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Highlights of RMB
Internationalization

On January 20, The PBC and the Monetary Authority of Hong Kong (HKMA) signed a
bilateral local currency swap agreement of RMB 200 billion yuan/HKD 227 billion.

On February 8, The PBC and the Bank Negara Malaysia signed a bilateral local
currency swap agreement of RMB 80 billion yuan/MYR 40 billion.

On March 11, The PBC and the National Bank of the Republic of Belarus signed a
bilateral local currency swap agreement of RMB 20 billion yuan/BYR 8 trillion.

On March 23, The PBC and Bank Indonesia signed a bilateral local currency swap
agreement of RMB 100 billion yuan/IDR 175 trillion.

On April 2, The PBC and the Central Bank of Argentina signed a bilateral local
currency swap agreement of RMB 70 billion yuan/ARS 38 billion.

On April 20, The PBC and the Bank of Korea signed a bilateral local currency swap
agreement of RMB 180 billion yuan/KRW 38 trillion.

On June 29, The PBC and the HKMA signed the Supplementary Memorandum II1I
of Cooperation on the Pilot Program of RMB Settlement of Cross-border Trade

Transactions between Mainland and Hong Kong.

On July 1, Upon the approval of the State Council, the PBC, Ministry of Finance (MOF),
Ministry of Commerce (MOFCOM), General Administration of Customs (GAC),
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State Administration of Taxation (SAT) and China Banking Regulatory Commission
(CBRC) jointly issued the Administrative Rules on the Pilot Program of RMB Settlement
of Cross-border Trade Transactions. (PBC, MOF, MOFCOM, GAC, SAT, CBRC Public
Announcement (2009) No.10)

On July 3, The PBC and the Bank of China (Hong Kong) Ltd. signed the revised RMB
Clearing Agreement, to support pilot program of RMB settlement of cross-border trade

transactions.

On July 3, The PBC issued the Regulations for Implementing the Administrative Rules of
the Pilot Program of RMB Settlement of Cross-border Trade Transactions. (PBC Document
(2009) No.212)

On July 6, The first transaction of RMB cross-border trade settlement was conducted
in Shanghai. And the RMB Cross-border Payment Information Management System
(RCPMIS) was put into operation.

On July 7, The pilot program of RMB settlement of cross-border trade transactions

was launched in four cities of Guangdong.

On July 14, The PBC, MOF, MOFCOM, GAC, SAT and CBRC jointly issued the notice
to the Shanghai municipal government and Guangdong provincial government the
approval of Enterprises list for the Pilot Program of RMB Settlement of Cross-border Trade
Transactions. (PBC General Administration Reply letter (2009) No.472) The first
batch of 365 enterprises was officially approved to conduct RMB Settlement of export

transactions.

On September 10, The PBC and the SAT signed the Memorandum on data and

information transmission on the RMB settlement of cross-border trade transactions.

On September 15, The MOF issued the first sovereign RMB-denominated bond in
Hong Kong with the amount of RMB 6 billion yuan.
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On December 22, The PBC issued Questions & Answers on relevant policies of the pilot

program of RMB settlement of cross-border trade transactions.

On February 11, The HKMA issued Elucidation of Supervisory Principles and Operational
Arrangements Regarding the RMB Business in Hong Kong.

On March 8, The PBC issued the Interim Administrative Rules for the RMB Cross-border
Payment Management Information System. (PBC Document (2010) No.79)

On March 19, The PBC and the GAC signed the Memorandum of Cooperation on the
RMB Settlement of Cross-border Trade Transactions.

On March 24, The PBC and the National Bank of the Republic of Belarus signed a

bilateral local currency settlement arrangement.

On June 9, The PBC and the Central bank of Iceland signed a bilateral local currency
swap agreement of RMB 3.5 billion yuan/ISK 66 billion.

On June 17, The PBC, MOF, MOFCOM, GAC, SAT and CBRC jointly issued the Notice
on Expanding the Pilot Program of RMB Settlement of Cross-border Trade Transactions, to
expand the scope of the pilot program. (PBC Document (2010) No.186)

On July 19, The PBC and the HKMA signed the Supplementary Memorandum IV of Co-
operation on the Pilot Program of RMB Settlement of Cross-border Trade Transactions.

The PBC and BOC (Hong Kong) Ltd. signed the revised RMB Clearing Agreement.

On July 23, The PBC and the Monetary Authority of Singapore (MAS) signed a
bilateral local currency swap agreement of RMB 150 billion yuan/SGD 30 billion.

On August 17, The PBC issued the Notice Concerning the Pilot Program on Investment
in the Interbank Bond Market with RMB Funds by Three Types of Institutions Including
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Overseas RMB Clearing Banks. (PBC Document (2010) No.217)

On August 19, With the authorization of the PBC, China Foreign Exchange Trade
System (CFETS) announced that it would improve the trading mode of RMB against
Malaysian ringgit and launch direct trading between the two currencies in the

interbank foreign-exchange market.

On August 31, The PBC issued the Administrative Rules for RMB Bank Settlement
Accounts of Overseas Institutions. (PBC Document (2010) No.249)

On November 22, With the authorization of the PBC, China Foreign Exchange Trade
System (CFETS) announced that it would improve the trading mode of yuan against
Russian ruble and launch direct trading between the two currencies in interbank

foreign-exchange market.

On January 6, The PBC issued the Administrative Rules for the Pilot Program
of Settlement for RMB-denominated Outward Direct Investment. (PBC Public
Announcement (2011) No.1), allowing banking institutions and enterprises in the
pilot areas to conduct the RMB settlement of foreign direct investment transactions,
and banking institutions to grant loans to overseas projects based on relative

regulations.

On April 18, The PBC and the Reserve Bank of New Zealand signed a bilateral local
currency swap agreement of RMB 25 billion yuan/NZD 5 billion.

On April 19, The PBC and the Central Bank of Republic of Uzbekistan signed a
bilateral local currency swap agreement of RMB 700 million yuan/UZS 167 billion.

On May 6, The PBC and the Bank of Mongolia signed a bilateral local currency swap
agreement of RMB 5 billion yuan/MNT 1 trillion.
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On June 3, The PBC issued the Notice on Specifying the Issues Relating to Cross-border
RMB Business. (PBC Document (2011) No.145)

On June 9, Fudian Bank of Kunming and the Public Bank of Laos jointly launched the
over-the-counter trading between RMB and LAK.

On June 13, The PBC and the National Bank of Kazakhstan signed a bilateral local
currency swap agreement of RMB 7 billion yuan/KZT 150 billion.

On June 23, The PBC and the Central Bank of Russian Federation renewed the
agreement on Payment and Settlement, which extended the coverage of local currency
settlement from transactions in the border areas to general trade transactions between

the two countries.

On June 28, ICBC Guangxi Branch launched the trading of RMB against Vietnamese
Dong, while BOC Xinjiang Branch launched the trading of RMB against Kazakhstan

Tenge on the same day.

On June 30, Bank of Communications Qingdao Branch and Industrial Bank of Korea
Qingdao Branch launched the over-the-counter (OTC) trading of RMB against Korea

won.

On July 27, The PBC, MOF, MOFCOM, GAC, SAT and CBRC jointly issued
the Circular on Geographical Expansion of the RMB Settlement of Cross-border Trade
Transactions. (PBC Document (2011) No.203) It expanded the program to the entire

mainland China.

On October 13, The PBC issued the Administrative Rules on Settlement of RMB-
denominated Foreign Direct Investment. (PBC Public Announcement (2011) No.23)

On October 24, The PBC issued the Guidelines on RMB Loans of Domestic Banking
Institutions for Overseas Projects. (PBC Document (2011) No.255)

74



APPENDIX Highlights of RMB Internationalization

On October 26, PBC and the Bank of Korea renewed the bilateral local currency swap
arrangement, increasing its size from RMB 180 billion yuan/KRW 38 trillion to RMB
360 billion yuan/KRW 64 trillion.

On November 4, According to the principles and standards for RMB clearing bank
in Hong Kong set by PBC Public Announcement (2003) No.16, the PBC authorized
BOC (Hong Kong) Ltd. to resume the role of the RMB clearing bank in Hong Kong.
(PBC Public Announcement (2011) No.25)

On November 22, The PBC and HKMA renewed the bilateral local currency swap
agreement, increasing its size from RMB 200 billion yuan/HKD 227 billion to RMB 400
billion yuan/HKD 490 billion.

On December 16, The CSRC, PBC and SAFE jointly issued the Measures on the Pilot
Program for RQFII-licensed Fund Management Companies and Securities Companies’
Domestic Securities Investments. (CSRC Decree No.76)

On December 22, The PBC and the Bank of Thailand signed a bilateral local currency
swap agreement of RMB 70 billion yuan/THB 320 billion.

On December 23, The PBC and the State Bank of Pakistan signed a bilateral local
currency swap agreement of RMB 10 billion yuan/PKR 140 billion.

On December 29, The direct trading of RMB against THB in the local interbank
foreign-exchange market was launched in Yunnan Province, which was the first case

of direct trading of RMB against regional currencies.

On December 31, The PBC issued the Notice on the Implementation of the Measures for the
Pilot Program Allowing Fund Management Companies and Securities Companies Approved
as RMB Qualified Foreign Institutional Investors (RQFII) to Invest in the Domestic Securities
Market. (PBC Document (2011) No.321)
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On January 17, The PBC and the Central Bank of the United Arab Emirates signed a
bilateral local currency swap agreement of RMB 35 billion yuan/AED 20 billion.

On February 6, The PBC, MOF, MOFCOM, GAC, SAT and CBRC jointly issued the
Notice on Issues Concerning RMB Settlement of Goods Export by Domestic Enterprises. (PBC
Document (2012) No.23)

On February 8, The PBC and the Bank Negara Malaysia renewed the bilateral local
currency swap agreement, increasing its size from RMB 80 billion yuan/MYR 40
billion to RMB 180 billion yuan/MYR 90 billion.

On February 21, The PBC and the Central Bank of the Republic of Turkey signed a
bilateral currency swap agreement of RMB 10 billion/TRY 3 billion.

On March 20, The PBC and the Bank of Mongolia signed a supplemental bilateral
local currency swap agreement, increasing its size from RMB 5 billion yuan/MNT 1
trillion to RMB 10 billion yuan/MNT 2 trillion.

On March 22, The PBC and the Reserve Bank of Australia signed a bilateral local
currency swap agreement of RMB 200 billion yuan/AUD 30 billion.

On April 3, With the approval of the State Council, the RQFII quota for Hong Kong
was increased by RMB 50 billion yuan.

On June 1, With the authorization of the PBC, the China Foreign Exchange Trade
System (CFETS) announced that it would improve the trading mode between RMB
against JPY and launch the direct trading between the two currencies in the Chinese

interbank foreign-exchange market.

On June 26, The PBC and the National Bank of Ukraine signed a bilateral local
currency swap agreement of RMB 15 billion yuan/UAH 19 billion.
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On June 29, The PBC issued the Circular of Specifying the Operational Rules for RMB
Settlement in Foreign Direct Investments. (PBC Document (2012) No.165)

On July 31, The PBC issued the Notice on the Issues Concerning the Opening and Using of
RMB Settlement Account by Overseas Institutions. (PBC Document (2012) No.183)

On August 31, The PBC and the monetary authority of Taiwan signed the Memorandum

of Understanding on the Currency Clearing Cooperation across the Taiwan Straits.

On September 24, The PBC and BOC Macau Branch renewed the RMB Clearing

Agreement.

On November 13, With the approval of the State Council, the pilot quota for RQFII in
Hong Kong was increased by RMB 200 billion yuan.

On December 11, The PBC authorized BOC Taipei Branch to serve as the RMB

clearing bank in Taiwan.

On January 25, The PBC and Taipei Branch of BOC signed the RMB Clearing

Agreement.

On February 8, The PBC authorized the Singapore Branch of ICBC to serve as the
RMB clearing bank in Singapore, and the two parties signed the RMB Clearing
Agreement in April.

On March 1, The CSRC, PBC and SAFE jointly issued the Measures on the Pilot Program
of Securities Investment in China by RMB Qualified Foreign Institutional Investors. (CSRC

Decree No0.90)

On March 7, The PBC and the Monetary Authority of Singapore (MAS) renewed the
bilateral local currency swap agreement of RMB 300 billion yuan/SGD 60 billion.
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On March 13, The PBC issued the Notice on the Issues Regarding Investment in the
Interbank Bond Market by Qualified Foreign Institutional Investors. (PBC Document
(2013) No.69)

On March 26, The PBC and the Central Bank of Brazil signed a bilateral local currency
swap agreement of RMB 190 billion yuan/BRL 60 billion.

On April 10, With the authorization of the PBC, the China Foreign Exchange Trade
System (CFETS) announced that it would improve the trading mode between RMB
against Australian dollar and launch direct trading between the two currencies in the

interbank foreign-exchange market.

On April 25, The PBC issued the Notice on the Issues Concerning the Implementation of the
Measures for the Pilot Program of Securities Investment in China by RMB Qualified Foreign
Institutional Investors. (PBC Document (2013) No.105)

On June 21, The Cross-Strait Service Trade Agreement (the Agreement) was signed by
both sides of the Taiwan Strait. According to the Agreement, Taiwan-funded financial
institutions would be allowed to invest in Mainland capital market with an investment

quota of RMB 100 billion yuan.

On June 22, The PBC and the Bank of England signed a bilateral local currency swap
agreement of RMB 200 billion yuan/GBP 20 billion.

On July 9, The PBC issued the Notice on Simplifying the Procedures for Cross-border RMB
Services and Improving Relevant Policies. (PBC Document (2013) No.168)

On August 23, The General Administration Department of the PBC issued the Notice
on Improving the Information Reporting Procedures of the RMB Cross-border Payment
Management Information System (RCPMIS). (PBC General Administration Department

Document (2013) No.188)

On September 9, The PBC and the Magyar Nemzeti Bank (Hungarian National Bank)
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signed a bilateral local currency swap agreement of RMB 10 billion yuan/HUF 375

billion .

On September 11, The PBC and the Central Bank of Iceland renewed the bilateral
local currency swap agreement of RMB 3.5 billion yuan/ISK 66 billion.

On September 12, The PBC and the Bank of Albania signed a bilateral local currency
swap agreement of RMB 2 billion yuan/ALL 35.8 billion.

On September 23, The PBC issued the Notice on the Issues Concerning the RMB
Settlement for Investment in Domestic Financial Institutions by Overseas Investors. (PBC
Document (2013) No.225)

On October 1, The PBC and Bank of Indonesia renewed the bilateral local currency
swap agreement of RMB 100 billion yuan/IDR 175 trillion.

On October 8, The PBC and the European Central Bank signed a bilateral local
currency swap agreement of RMB 350 billion yuan/EUR 45 billion.

On October 15, At the 5™ China-UK Economic and Financial Dialogues, China
announced the RQFII program for UK with the quota of RMB 80 billion yuan.

On October 22, At the 10" meeting of the Sino-Singapore Joint Council for Bilateral
Cooperation, China announced the RQFII program for Singapore with the quota of
RMB 50 billion yuan.

On December 31, The PBC released the Notice on Adjusting the Administration of RMB
Sales and Purchases. (PBC Document (2013) No.321)

On March 14, The PBC, MOF, MOFCOM, GAC, SAT and CBRC jointly issued the
Notice on Simplifying the Procedures Concerning the RMB Settlement of Goods Export by
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Domestic Enterprises. (PBC Document (2014) No.80)

On March 19, With the authorization of PBC, the China Foreign Exchange Trade
System (CFETS) announced that it would improve the trading mode between RMB
and New Zealand dollar and launch direct exchange between the two currencies in

the interbank foreign-exchange market.

On March 26, China and France jointly announced that China would extend its RQFII
program to France with the quota of RMB 80 billion yuan.

On March 28, The PBC and Deutsche Bundesbank signed the Memorandum of

Understanding on establishing RMB clearing arrangements in Frankfurt.

On March 31, The PBC and Bank of England signed the Memorandum of Understanding

on establishing RMB clearing arrangements in London.

On April 25, The PBC and Reserve Bank of New Zealand renewed the bilateral local
currency swap agreement of RMB 25 billion yuan/NZD 5 billion.

On June 11, The PBC issued the Guidelines on Implementation of Opinions of the State
Council General Office on Supporting the Stable Growth of Foreign Trade. (PBC Document
(2014) No.168)

On June 17, The PBC authorized China Construction Bank (London) Ltd. to serve as
the RMB clearing bank in London.

On June 18, The PBC authorized the Frankfurt Branch of BOC to serve as the RMB

clearing bank in Frankfurt.

On June 19, With the authorization of the PBC, the China Foreign Exchange Trade
System (CFETS) announced that it would improve the trading mode between RMB
and GBP and launch direct exchange between the two currencies in the interbank

foreign-exchange market.
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On June 28, The PBC and the central bank of France signed the Memorandum of
Understanding on establishing RMB clearing arrangements in Paris. The PBC and
Central Bank of Luxembourg signed the Memorandum of Understanding on

establishing RMB clearing arrangements in Luxembourg.

On July 3, The PBC and Bank of Korea signed the Memorandum of Understanding
on establishing RMB clearing arrangements in Seoul. China declared to grant the
Republic of Korea an RQFII investment quota of RMB 80 billion yuan. On July 4, The
PBC authorized the Seoul Branch of Bank of Communications to serve as the RMB

clearing bank in Seoul.

On July 7, During German Chancellor Merkel’s visit to China, Premier Li Kegiang
announced that China would extend its RQFII program to Germany, with the quota of
RMB 80 billion yuan.

On July 18, The PBC and the Central Bank of Argentina renewed the bilateral local
currency swap agreement of RMB 70 billion yuan/ARS 90 billion.

On July 21, The PBC and Swiss National Bank signed a bilateral local currency swap
agreement of RMB 150 billion yuan/CHF 21 billion.

On August 21, The PBC and Bank of Mongolia renewed the bilateral local currency
swap agreement of RMB 15 billion yuan/MNT 4.5 trillion.

On September 5, The PBC authorized the Paris Branch of BOC to serve as the RMB
clearing bank in Paris, and the Luxembourg Branch of ICBC to serve as the RMB

clearing bank in Luxembourg.

On September 16, The PBC and the Central Bank of Sri Lanka signed a bilateral local
currency swap agreement of RMB 10 billion yuan/LKR 225 billion.

On September 28, The PBC issued the Notice on Cross-border RMB Settlement of RMB-

denominated Debt Financing Instruments issued by Overseas Institutions in China. (PBC
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General Administration Document (2014) No.221)

On September 30, With the authorization of the PBC, the China Foreign Exchange
Trade System (CFETS) announced that it would improve the trading mode between
RMB and Euro and launch direct trading between the two currencies on the interbank

foreign-exchange market.

On October 11, The PBC and Bank of Korea renewed the bilateral local currency swap
agreement of RMB 360 billion yuan/KRW 64 trillion.

On October 13, The PBC and the Central Bank of Russia signed a bilateral local
currency swap agreement of RMB 150 billion yuan/RUB 815 billion.

On November 1, The PBC issued the Notice Concerning Centralized Cross-border RMB
Fund Operation Conducted by Multinational Corporations. (PBC Document (2014)
No.324)

On November 3, The PBC and Qatar Central Bank signed the Memorandum of
Understanding on establishing RMB clearing arrangements in Doha, and signed a
bilateral local currency swap agreement of RMB 35 billion yuan/QAR 20.8 billion.
China announced the RQFII program for Qatar with a quota of RMB 30 billion yuan.
On November 4, the PBC authorized the Doha Branch of ICBC to serve as the RMB

clearing bank in Doha.

On November 4, The PBC and CSRC jointly issued the Notice on the Pilot Program of the
Shanghai-Hong Kong Stock Connecting Scheme. (PBC Document (2014) No.336)

On November 5, The PBC issued the Notice on the Issues Concerning the Overseas
Securities Investment by RMB Qualified Domestic Institutional Investors. (PBC Document

(2014) No.331)

On November 8, The PBC and Bank of Canada signed the Memorandum of
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Understanding on establishing RMB clearing arrangements in Canada, and signed
a bilateral local currency swap agreement of RMB 200 billion yuan/CAD 30 billion.
China announced the RQFII program for Canada with a quota of RMB 50 billion yuan.
On November 9, the PBC authorized ICBC (Canada) Ltd. to serve as the RMB clearing

bank in Toronto.

On November 10, The PBC and Central Bank of Malaysia signed the Memorandum of

Understanding on establishing the RMB clearing arrangements in Kuala Lumpur.

On November 17, The PBC and Reserve Bank of Australia signed the Memorandum of
Understanding on establishing RMB clearing arrangements in Australia. China declared
to grant Australia an RQFII investment quota of RMB 50 billion yuan. On November
18, the PBC authorized the Sydney Branch of BOC to serve as the RMB clearing bank
in Sydney.

On November 22, The PBC and HKMA renewed the bilateral local currency swap
agreement of RMB 400 billion yuan/HKD 505 billion.

On December 14, The PBC and the National Bank of Kazakhstan renewed the bilateral
local currency swap agreement of RMB 7 billion yuan/KZT 200 billion. On December
15, with the authorization of the PBC, the China Foreign Exchange Trade System
(CFETS) announced that it would launch direct trading between RMB and KZT in the

local interbank foreign-exchange market.

On December 22, The PBC and Bank of Thailand signed the Memorandum of
Understanding on establishing RMB clearing arrangements in Thailand. PBC and Bank
of Thailand renewed the bilateral local currency swap agreement of RMB 70 billion
yuan/THB 370 billion.

On December 23, The PBC and State Bank of Pakistan renewed the bilateral local
currency swap agreement of RMB 10 billion yuan/PKR 165 billion.
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On January 5, The PBC authorized BOC (Malaysia) Ltd. and ICBC(Thailand) Ltd. to

serve as the RMB clearing bank in Kuala Lumpur and Bangkok respectively.

On January 21, The PBC and Swiss National Bank signed the Memorandum of
Understanding on establishing RMB clearing arrangements in Switzerland, granting

Switzerland an RQFII investment quota of RMB 50 billion yuan.

On March 18, The PBC and the Central Bank of Suriname signed a bilateral local
currency swap agreement of RMB 1 billion yuan/SRD 520 million.

On March 25, The PBC and the Central Bank of Armenia signed a bilateral local
currency swap agreement of RMB 1 billion yuan/AMD 77 billion.

On March 30, The PBC and the Reserve Bank of Australia renewed the bilateral local
currency swap agreement of RMB 200 billion yuan/AUD 40 billion.

On April 10, The PBC and the South African Reserve Bank signed a bilateral local
currency swap agreement of RMB 30 billion yuan/ZAR 54 billion.

On April 17, The PBC and the Bank Negara Malaysia renewed the bilateral local
currency swap agreement of RMB 180 billion yuan/MYR 90 billion.

On April 29, The pilot area of RQFII was expanded to Luxembourg with an
investment quota of RMB 50 billion yuan.

On May 10, The PBC and the National Bank of the Republic of Belarus renewed the
bilateral local currency swap agreement of RMB 7 billion yuan/ BYR 16 trillion.

On May 15, The PBC and the National Bank of Ukraine renewed the bilateral local
currency swap agreement of RMB 15 billion yuan/UAH 54 billion.
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On May 25, The PBC and the Central Bank of Chile signed a Memorandum of
Understanding on establishing RMB clearing arrangements in Chile and a bilateral
local currency swap agreement of RMB 22 billion yuan/CLP 2.2 trillion. China
declared to grant Chile an RQFII investment quota of RMB 50 billion yuan. On the
same day, the PBC authorized the China Construction Bank’s Chile Branch to serve as
the RMB clearing bank in Chile.

On June 1, The PBC issued the Notice of the People’s Bank of China on Issues Concerning
the Repo Operation of Foreign RMB Clearing Banks and Foreign RMB Participant Banks in
the Interbank bond Market. (PBC Document (2015) No.170)

On June 11, The PBC released RMB Internationalization Report (2015).

On June 27, The PBC and the Central Bank of Hungary signed the Memorandum of
Understanding on establishing RMB clearing arrangements in Hungary and the Agency
Agreement of Investment for the PBC to Manage the MINB’s Investment in China Interbank
Bond Market. On the same day, the two parties also agreed to include Hungary in the
pilot RQFII program with an investment quota of RMB 50 billion yuan. On June 28,
The PBC authorized Hungary branch of BOC to serve as the RMB clearing bank in
Hungary.

On July 7, The PBC and the South African Reserve Bank signed the Memorandum of
Understanding on establishing RMB clearing arrangements in South Africa. On July
8, the PBC authorized the Johannesburg Branch of BOC to serve as the RMB clearing
bank in South Africa.

On July 14, The PBC issued the Notice of the People’s bank of China on Issues Concerning
Investment of Foreign Central Banks, International Financial Institutions and Sovereign Wealth
Funds with RMB Funds in the Interbank Market. (PBC Document (2015) No.220.) The
regulation simplified the procedures of foreign central banks, international financial
institutions and sovereign wealth funds” access to the interbank market and the
investment quota limit on these entities was removed. These entities could freely choose

the PBC or settlement agent of the interbank market to serve as their agents for trading
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and settlement and more instruments were available for them to invest.

On July 24, The PBC released an announcement on Issues Concerning RMB Cross-border
Settlement of Crude Oil Futures Trading on Onshore Market. (PBC Public Announcement

(2015) No.19) It regarded RMB as the invoicing and settlement currency for
domestic crude oil futures, overseas traders and brokers were allowed to participate

in Chinese crude oil futures trading.

On August 11, The PBC released a statement on Improving the Quotation Mechanism
of Central Parity between the RMB against the USD. Since August 11 2015, before the
opening quotation of the Interbank foreign-exchange market, market makers make
offers to China Foreign Exchange Trading Center referencing the closing exchange
rate in the Interbank foreign-exchange market on the previous day, the condition of
foreign exchange supply and demand along with changes in the exchange rate of

major international currencies comprehensively.

On September 3, The PBC and the Central Bank of Tajikistan signed a bilateral local

currency swap agreement of RMB 3 billion yuan/Somoni 3 billion.

On September 7, The PBC issued the Notice on Further Facilitating Multinational
Conglomerates in Conducting Two-way Cross-border RMB Cash Pooling Business. (PBC
Document (2015) No.279)

On September 17, The PBC and the Central Bank of Argentina signed the Memorandum
of Understanding on establishing RMB clearing arrangements in Argentina. On
September 18, The PBC authorized ICBC(Argentina) Ltd to serve as the RMB clearing

bank in Argentina.

On September 21, The PBC approved HSBC (Hong Kong and Shanghai Banking
Corporation) and BOC (Hong Kong) Ltd. to issue financial bonds in the interbank
bond market. This was the first time that the international commercial banks were

permitted to issue RMB-denominated bonds in interbank bond market.
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On September 26, The PBC and the Central Bank of the Republic of Turkey renewed

the bilateral local currency swap agreement of RMB 12 billion yuan/Lira 5 billion.

On September 27, The PBC and the National Bank of Georgia signed the bilateral

local currency swap framework agreement.

On September 29, The PBC and the Central Bank of Zambia signed the Memorandum
of Understanding on establishing RMB clearing arrangements in Zambia. On September
30, The PBC authorized the Bank of China (Zambia) Limited to serve as the RMB

clearing bank in Zambia.

On September 29, The PBC and the National Bank of the Kyrgyz Republic signed an

agreement of intention on strengthening cooperation.

On September 30, The PBC released the PBC Public Announcement (2015] No.31.
Foreign central banks (monetary authorities), other official reserve management
organizations, international financial institutions and sovereign wealth fund were

allowed to trade in the Chinese interbank foreign-exchange market.
On October 8, The CIPS (Phase one ) was launched successfully.

On October 20, the PBC issued RMB 5 billion yuan of 1-year central bank bills in
London in way of book-building, with a 3.1% coupon rate. This was the first time for

PBC issuing RMB-denominated central bank bills outside mainland China.

On October 20, The PBC and the Bank of England renewed the bilateral local currency
swap agreement of RMB 350 billion yuan/Pound 35 billion.

On November 2, The General Administration Department of the PBC issued the
Notice on Foreign Central Bank-Type Institutions to open the RMB Settlement Account in Domestic
Banking Financial Institutions. (PBC General Administration Department Document (2015)

No.227.) It facilitated foreign central banks(monetary authorities), other official reserve

management organizations, international financial institutions, and sovereign wealth
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funds to conduct relative business onshore.

On November 6, The PBC and SAFE released the Operational Guideline for Funds
Management in Cross-border Issuance and Sales of Mainland and Hong Kong Securities
Investment Funds. (The PBC SAFE Public Announcement (2015) No.36)

On November 9, The PBC authorized the CFETS to conduct direct trading between

RMB and Swiss franc in the interbank foreign-exchange market.

On November 18, China-Europe International Exchange Co.,Ltd. held its
establishment ceremony, and launched the first batch of RMB-denominated spot

security products.

On November 23, The pilot program of RQFII was extended to Malaysia with an
investment quota of RMB 50 billion yuan.

On November 25, The first batch of foreign central banks finished filing with CFETS

and accessed the Chinese interbank foreign-exchange market.

On November 27, NAFMII accepted the registration of the Province of British
Columbia of Canada to issue RMB 6 billion yuan RMB-denominated sovereign bonds

in the Chinese interbank bond market.

On November 30, The Executive Board of IMF decided to include RMB into the
currency basket of the SDR as a fifth currency along with the U.S. dollar, the euro,
the Japanese yen, and the British pound. The weight of the RMB in the SDR basket is
10.92%. The new basket will become effective on October 1, 2016. On the same day, the
PBC authorized the Zurich branch of CCB to serve as the RMB clearing bank in Swiss.

On December 7, NAFMII accepted the registration of the Republic of Korea to issue

RMB 3 billion yuan RMB-denominated sovereign bonds on the Chinese Interbank

bond market.
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On December 14, The PBC and the Central Bank of United Arab Emirates signed
a bilateral local currency swap agreement of RMB 35 billion yuan/UAE Diram 20
billion. On the same day, the two parties signed the Memorandum of Understanding on
establishing RMB clearing arrangements in UAE. The PBC agreed to expand the pilot
program of RQFII to UAE, with an investment quota of RMB 50 billion yuan.

On December 17, the pilot program of RQFII was expanded to Thailand, with an
investment quota of RMB 50 billion yuan.

On January 20, The General Administration Department of the PBC issued the Notice
on usage of funds on Overseas Institutions” RMB Bank Settlement Accounts. (PBC General
Administration Department Document (2016) No.15)

On January 22, The PBC issued the Notice on Expanding the Pilot Program of Cross-
border Financing Macroprudential Management. (PBC Document (2016) No.18)

On February 24, The PBC released an announcement on Issues Regarding Investment in

the interbank Bond Market by Overseas Institutional Investors. (PBC Public Announcement
(2016) No.3)

On March 7, The PBC and the Monetary Authority of Singapore(MAS) renewed the

bilateral local currency swap agreement of RMB 300 billion yuan/SGD 64 billion, and

the period of validity is 3 years.

On April 29, The PBC issued the Notice on Implementing Nationally the Macroprudential
Management of Cross-border Financing. (PBC Document (2016) No.132)

On May 11, The PBC and the Central Bank of Morocco signed a bilateral local
currency swap agreement of RMB 10 billion yuan/MAD 15 billion.

On June 7, The PBC and the Federal Reserve Board signed the Memorandum of
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Understanding on establishing RMB clearing arrangements in the United States. China
declared to grant the U.S. an RQFII investment quota of RMB 250 billion yuan.

On June 17, The PBC and the Central Bank of the Republic of Serbia signed a bilateral
local currency swap agreement of RMB 1.5 billion yuan/RSD 27 billion, and the period
of validity is 3 years.

On June 20, With the authorization of the PBC, the China Foreign Exchange Trade
System (CFETS) announced that it would improve the trading mode between RMB
and South African Rand and launch direct trading between the two currencies on the

interbank foreign-exchange market.

On June 25, The PBC and the Central Bank of the Russian Federation signed the
Memorandum of Understanding on establishing RMB clearing arrangements in the

Russian Federation.

On June 27, With the authorization of the PBC, the China Foreign Exchange Trade
System (CFETS) announced that it would improve the trading mode between RMB
and South-Korean Won and launch direct trading between the two currencies on the

interbank foreign-exchange market.

On July 11, The Bank of China (Hong Kong) linked to CIPS as a direct participant,
becoming the first overseas direct participant. On the same day, the China Citic Bank,
Bank of Shanghai, China Guangfa Bank, Bank of Jiangsu, Bank of Tokyo-Mitsubishi
UFJ (China), Mizuho Bank (China), Hang Seng Bank (China) linked to CIPS as direct

participants. The number of direct participants of CIPS has increased to 27.

On August 10, The General Administration Department of the PBC issued the Reply
Letter on Issues Concerning the Republic of Poland Issues RMB-denominated Bonds of
RMB on the Inter-bank Bond Market, approved the Republic of Poland’s application
on issuing RMB-denominated bonds on the inter-bank bond market. (PBC General
Administration Department Document (2016) No.387)
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On August 30, The PBC and SAFE issued the Notice on Issues Concerning the Domestic
Security Investment and Management by Renminbi Qualified Foreign Institutional Investors.
(PBC Document (2016) No.227)

On September 12, The PBC and the Central Bank of Hungary renewed the bilateral
local currency swap agreement of RMB10 billion yuan/ HUF 416 billion, and the
period of validity is 3 years.

On September 20, The PBC issued an announcement, which authorized the Bank of
China (New York) Limited to serve as the RMB clearing bank in America. (PBC Public
Announcement [(2016) No.23)

On September 23, The PBC issued an announcement, which authorized the Industrial
and Commercial Bank of China (Moscow) Limited to serve as the RMB clearing bank
in Russia.(PBC Public Announcement (2016) No.24)

On September 26, The PBC authorized the CFETS to conduct direct trading between
RMB and Saudi Riyal in the interbank foreign-exchange market.

On September 26, The PBC authorized the CFETS to conduct direct trading between
RMB and UAE Dirham in the interbank foreign-exchange market.

On September 27, The PBC and the European Central Bank signed a supplemental
agreement, which extending the validity of bilateral local currency swap agreement
for 3 years to Oct.8, 2019. The size is remain RMB 350 billion yuan/EUR 45 billion.

On November 4, The PBC and CSRC issued the Notice on the Program of the Shanghai,
Shenzhen and Hong Kong Stock Connect Scheme. (PBC Document (2016) No. 282). On
December 5, the Shenzhen-Hong Kong Stock Connect Scheme officially launched.

On November 14, With the authorization of the PBC, CFETS announced that it would

improve the trading mode between RMB and Canadian Dollar and launch direct

trading between the two currencies in the interbank foreign-exchange market.
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On November 29, The PBC issued the Notice on Further Clarifying Relevant Issues
Concerning the Overseas Renminbi Lending Business of Domestic Enterprises. (PBC
Document (2016) No.306)

On December 6, The PBC and the Central Bank of Egypt signed a bilateral local
currency swap agreement of RMB 18 billion yuan/EGP 47 billion, the period of validity

is 3 years.

On December 9, The PBC issued an announcement, which authorized the Agriculture
Bank of China (Dubai) Limited to serve as the RMB clearing bank in UAE. (PBC Public
Announcement (2016) No.30)

On December 12, The PBC authorized the CFETS to conduct direct trading between

RMB and Mexican Peso in the interbank foreign-exchange market.

On December 12, The PBC authorized the CFETS to conduct direct trading between
RMB and Turkish Lira in the interbank foreign-exchange market.

On December 12, The PBC authorized the CFETS to conduct direct trading between
RMB and Polish Zloty in the interbank foreign-exchange market.

On December 12, The PBC authorized the CFETS to conduct direct trading between

RMB and Danish Krone in the interbank foreign-exchange market.

On December 12, The PBC authorized the CFETS to conduct direct trading between

RMB and Hungary Forint in the interbank foreign-exchange market.

On December 12, The PBC authorized the CFETS to conduct direct trading between

RMB and Norwegian Krone in the interbank foreign-exchange market.

On December 12, The PBC authorized the CFETS to conduct direct trading between

RMB and Swedish Krone in the interbank foreign-exchange market.
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On December 21, The PBC and the Central Bank of Iceland renewed the bilateral local
currency swap agreement of RMB 3.5 billion yuan/ISK 66 billion, and the period of
validity is 3 years.

On December 26, The General Administration Department of the PBC issued the
Notice on Cross-border Renminbi Settlement of Renminbi-denominated Debt Financing

Instruments issued by Overseas Institutions in China. (PBC General Administration
Department Document (2016) No.258)

On January 13, The PBC issued the Notice on Issues Concerning the Macroprudential
Management of Overall Cross-Border Financing. (PBC Document (2017) No. 9)

On March 20, The PBC and Bank of China New York Branch signed the RMB Clearing

Agreement.

On March 20, The PBC and Industrial and Commercial Bank of China (Moscow)
Limited signed the RMB Clearing Agreement.

On March 20, The PBC and Agriculture Bank of China Dubai Branch signed the RMB

Clearing Agreement.

On May 19, The PBC and the Central Bank of New Zealand renewed the bilateral
local currency swap agreement of RMB 25 billion yuan/NZD 5 billion, and the period
of validity is 3 years.

On May 23, The PBC issued the Notice on Issuing the Regulation Related on RMB Cross-
border Payment Management Information System ( RCPMIS). (PBC Document (2017)

No. 126)

On May 27, The General Administration Department of the PBC issued the Notice
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on Improving the Interbank Transaction Information Reporting Procedures of the Renminbi
Cross-border Payment Management Information System.(PBC General Administration
Department Document (2017) No.118)

On June 29, The PBC and Bank of China (Hong Kong) Limited renewed the RMB

Clearing Agreement.

On July 6, The PBC and the Bank of Mongolia renewed the bilateral local currency
swap agreement of RMB 15 billion yuan/MNT 5.4 trillion, and the period of validity is

3 years.
On July 21, The PBC and the Swiss National Bank renewed the bilateral local currency

swap agreement of RMB 150 billion yuan/CHF 21 billion, and the period of validity is

3 years.
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