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PREFACE

In 2023, China Construction Bank (CCB) worked with The Asian Banker to carry out a survey on the intern-
tional usage of the Renminbi (RMB), covering 2,542 Chinese enterprises, overseas enterprises and finan-
cial institutions (FIs). The survey indicated that the cross-border use of RMB by all three groups of
respondents continued to grow despite the complex and unsettling international market and the
increased volatility of the RMB exchange rate. The demand of multinational corporations for RMB cash
management increased significantly, and the percentage of institutions using RMB for cash management
went up by more than 10% for all of the three types of respondents. As the 10th anniversary of implemen-
tation of Belt and Road Initiative (BRI), we specially surveyed the RMB usage of the BRI-related institu-
tions. The results showed that their participation in offshore RMB financing, deposit products and the
domestic bond market of China was 10-20% higher than the average level of the overall survey results,
and that their preferences for RMB clearing channels and use of RMB for contract were basically aligned
with the overall survey results.

In recent years, the use of RMB in cross-border economic and trade activities is becoming more conve-
nient as the cross-border RMB policy framework and infrastructure have continued to improve. Such
policies include multinational corporations cash management, offshore RMB loans, Panda bond fund
management, and the launch of Swap Connect between the Chinese mainland and Hong Kong markets.
These extend the reach of RMB products and services and strengthen the ecosystem of RMB. To date,
RMB has become China’ s largest currency for cross-border payments and receipts. The balance of RMB
deposits in major offshore markets reached RMB1.5 trillion as of the end of 2022. The process of RMB
internationaliszation has advanced steadily and solidly against the backdrop of high-quality develop-
ment and high-standard opening up in China.

CCB persistently takes New Finance Initiatives to support the development of the real economy, and
endeavors to expand the supply of technology finance, green finance, inclusive finance, pension finance,
and digital finance with the hope of providing a high-quality financial prop to economic development. In
March 2023, the Bank launched the Action Plan for Supporting the Expanded Cross-border Use of RMB to
Facilitate Trade and Investment, to better meet the diversified needs of global customers with scenar-
io-based cross-border RMB services. With the help of three RMB clearing banks in the UK, Switzerland,
and Chile, as well as its overseas institutions at all levels in 31 countries/regions across six continents,
CCB has furnished more than 40,000 customers around the world with high-quality and efficient
cross-border RMB financial services. CCB London, as the designated RMB clearing bank in the UK, contin-
ues to be the largest clearing bank outside Asia.

As the saying goes, “Grains of soil pile up to make a mountain and drops of water converge to form a
river.” Looking ahead, CCB will move forward with all market participants to gather momentum for
promoting the international use of RMB.

Wang Bing |
Executive Vice President \(\/

China Construction Bank — -
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EXECUTIVE SUMMARY

In 2023, China Construction Bank (CCB) in partnership with The Asian Banker launched the annual survey
to assess the international usage of the Renminbi (RMB) in cross-border trade, payment, investment and
financing. This year’ s survey further expanded to 2,542 executives from three groups of institutions,
which comprised of companies and enterprises based in China (Chinese companies), companies and
enterprises based outside of China (overseas companies), and financial institutions (Fls) around the
globe.

RMB-based cross-border trade settlement remains one of the most widely-used products, and
cross-border RMB cash management recorded fastest growth this year

For Chinese companies, RMB-based cross-border trade settlement, cash management and trade finance
are the most widely adopted products, with surveyed companies who have used these products
accounting for 75%, 49% and 47% respectively. Regarding the growth, products like RMB-based
cross-border cash management and direct investment posted the fastest growths among all the
products, each growing 15 and 13 percentage points year-on-year respectively.

For Overseas companies, RMB-based cross-border cash management (58%) slightly topped over trade
settlement (56%) and became the most commonly adopted product this year. The next two most
commonly adopted products are RMB-based cross-border direct investment and trade finance, adopted
by 51% and 50% overseas companies respectively. Growth-wise, all these products mentioned above all
posted rather subjective growth, each increasing 16, 4, 15 and 9 percentage points respectively. RMB
foreign exchange (FX) transactions for overseas companies decreased from 24% in last year to 18% in this
year.

For Fls, RMB cross-border trade settlement, trade finance and cross-border RMB cash management are
the most popular products, each adopted by 64%, 56% and 53% of the surveyed Fls. These products are
also gaining the fastest market traction, with each adoption rate rising 9, 12 and 17 percentages points
respectively. The usage of offshore wealth management and RMB FX transaction experienced minor
decreases, down by 2 and 1 percentage points, respectively.

Chinese companies are more inclined to use RMB for contracts compared to overseas companies,
and both entities are optimistic in using RMB for contracts in the following years

In this year’ s survey, a special inquiry was made regarding the use of RMB for contracts in cross-border
trade. Similar to the situation with RMB trade settlement, Chinese companies are more inclined to use
RMB for contract compared to overseas companies. Some 54% of overseas companies denominated
their contracts in RMB. Of these, half had less than 10% of contracts in RMB, and the other half between
11% and 20%. A marginally higher proportion of Chinese companies, 55%, used RMB for cross-border
trade contracts; 27% used RMB for between 11% and 20% of contracts; while 28% used it for between
21% and 41%. As for the following years, both groups expected to continue to use RMB for cross-border
trade contracts, with use of RMB contracts for over 20% all posted positive growths at various levels.
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Key destination markets for cross-border RMB direct investments diverged between Chinese and
overseas companies

For overseas companies, China remained the largest destination for foreign investments, with 35% of
total respondents chose so, a 9% increase compared to the previous year. The next most attractive
markets were North/East Asia (including Hong Kong, and Taiwan) with its percentage increased by 5
percentage points to 18% surpassing South/Southeast Asia to become the second most attractive
market.

For Chinese companies, North/East Asia and South/Southeast Asia remained the most important target
market for direct investments outside China, another fact worth mentioning is that, the percentage of
Chinese companies selecting Europe and the Middle East as their main destination markets was 12% and
5%, respectively, representing increases of 3 percentage points for both compared to the previous year.

Fls have maintained rather stable use of CIPS and Swift for RMB clearing and settlement

The use of China’ s Cross-Border Interbank Payment System (CIPS) and SWIFT have experience little
change from the results last year. Among Fls with more than 40% of cross-border transactions in RMB,
23% of transactions were done through CIPS and 24% through SWIFT, basically the same as last year. The
major difference occurs for Fls with 11% to 40% of transactions in RMB, 40% were through CIPS and a
higher 46% through SWIFT.

BRI related institutions showed more interest in offshore RMB financing, deposit products and
China’ s bond market

BRI marks its 10th anniversary in 2023, This year's report specifically investigates the use of RMB by
institutions in BRI countries or with business relationships along the BRI (collectively “BRI-related
institutions/respondents”). Some 78% of BRI-related Chinese companies and 65% of FIs used RMB for
cross-border trade settlement, which is higher than the overall survey results by 3 and 1 percentage
points. RMB has not yet become popular in cross-border trade settlement for overseas companies along
the BRI, with 48% of using RMB cross-border trade settlement, 8 points lower than the overall survey
results. Furthermore, RMB financing, RMB deposit products and China’ s bond market were in particular-
ly high demand by BRI-related respondents. BRI related Fls showed similar preferences for RMB clearing
channels and usage with Fls in the overall survey.

Cross-border use of RMB is gaining momentum amid ongoing geopolitical tensions, the US “tighter
for longer” monetary policy, and shifting global macroeconomic conditions

All three surveyed groups identified geopolitical tensions the top challenge with 50% overseas compa-
nies, 56% Chinese companies and 62% Fls choosing so. The continuous divergence of interest rate, and
the volatility of the RMB exchange rate have drawn concerns in terms of global use of the RMB. Neverthe-
less, the RMB internationalisation process is kept on track by factors such as the implementation of free
trade agreements, increased adoption of local currencies in cross-border transactions, and progress in
digitising the cross-border trading ecosystem.
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1. Highlights of the developments
iIn RMB internationalisation

» 1.1Emerging policies and arrangements that support
RMB internationalisation

2022 was a milestone for China since it opened its derivative market to overseas investors in 2018. On 1
August 2022, China's Futures and Derivatives Law came into force, introducing a comprehensive regulato-
ry framework for the trading, settlement and clearing of futures and derivatives. In September 2022,
China's five major futures exchanges further opened domestic futures and options contracts to Qualified
Foreign Institutional Investors (QFII). QFIl would be able to trade in 27 commodity futures contracts and
18 commodity options contracts - the majority of which are not open to international investors.

Another major event in this regard is the new interest rate Swap Connect between Hong Kong and the
Mainland. This essentially provides mutual access between the Hong Kong and Mainland Chinese interest
rate swap markets that allows investors to participate in the financial derivatives markets through ‘infra-
structure’ institutions in each region. The ‘infrastructure' institutions in the Chinese mainland are the
China Foreign Exchange Trade System (CFETS) and the Shanghai Clearing House (SHCH), while in Hong
Kong it is the OTC Clearing Hong Kong Limited (OTC Clear). Under Swap Connect, overseas investors will
be able to conduct derivative transactions through third-party electronic trading platforms.

On 1 September, 2023, the China Securities Regulatory Commission issued a support policy for the Beijing
Stock Exchange (BSE) on opening various types of overseas funds for QFIl and Renminbi QFIl (RQFII) to
increase their participation in the BSE. This move will further enhance market liquidity and increase the
proportion of professional investors. As of the end of 2022, there were 162 companies listed on the BSE,
double the number from its opening, with a total of RMB 16.3 billion ($2.2 billion) raised through public
offerings, representing 118% year-on-year (YoY) increase. The market has attracted more than 5.3 million
qualified investors.

P 1.2 Role of RMB and the increased use of local currencies
in cross border transactions

The benchmark traditional measurements of a currency’ s internationalisation level lie in its role as a
reserve currency, a settlement currency and a financing currency. RMB’ s role as a reserve currency mani-
fests in several aspects, from a sovereign country’ s FX reserve down to a foreign firm’ s and individual’ s
willingness to hold it as a deposit vehicle. There have been reports that about 80 overseas central banks
or monetary authorities have adopted RMB in their foreign reserves. RMB is expanding share in some
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countries’ FX reserve portfolios. In Brazil, for example, according to a report from the Central Bank of
Brazil, as of the end of 2022, RMB has surpassed the Euro to become the second-largest reserve currency
in Brazil's foreign reserves, accounting for 5.4%.

As for the RMB’ s role as a trade settlement currency, the rising demand of using local currencies in
cross-border trade settlement, as indicated by some ASEAN countries, further strengthen the RMB usage.
Between 2016 and 2019, central banks in Thailand, Indonesia, Malaysia, and the Philippines entered into
local currency settlement (LCS) agreements aimed at promoting the use of local currencies in trade and
investment. A similar LCS agreement was forged in 2021 between Indonesia and China. Countries like
Brazil, South Africa, United Arab Emirates, and prominent countries in the Regional Comprehensive
Economic Partnership (RCEP) and ASEAN economies are adopting more RMB in their cross-border trade
settlement. In ASEAN for example, the use of RMB in cross-border settlements between China and ASEAN
countries totaled RMB 4.8 trillion* ($694.4 billion) in 2021, a YoY increase of 16% and an increase of nearly
20 times over the past decade.

The role of RMB as a financing currency has also been significantly strengthened. In the last two years,
China has experienced a low interest rate environment, and the demand for both offshore and onshore
debt surged. In 2022, the issuance of offshore RMB bonds in Hong Kong reached RMB 330 billion($45.6
billion)?, increasing by more than 100% percent compared to 2021. Entering into 2023, international
borrowers have issued a record of around RMB 76 billion($10.4 billion)?® in ‘panda bonds' by June. In
offshore RMB loans, the outstanding balance has achieved double-digit growth in key offshore RMB
centres around the globe, for example, by the end of 2022, the amount of outstanding of RMB loans
reached RMB 71 billion($9.8 billion)*in UK, up 20% YoY.

1Source: http://www.gxzf.gov.cn/gxyw/t13082484.shtml
2Source: www.fstb.gov.hk

3Source: Bloomberg

“Source: www.cityoflondon.gov.uk
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2. Status, impacts and changes
of RMB in cross-border payments
and settlement

Please note that across the report, unless explicitly mentioned, “Mainland China” is shortened to China
in this report. “Offshore” and “overseas” refers to Hong Kong, Macao, Taiwan and the rest of the world
while “onshore” refers to Mainland China.

Despite facing ongoing global geopolitical tensions, increased RMB exchange rate fluctuations, and other
unfavourable factors since 2022, the international use of RMB has continued to show a stable and upward
trend. According to the 4Q2022 Monetary Policy Execution Report by People’ s Bank of China (PBoC), the
total RMB-based cross border transaction value has mounted to RMB 42 trillion ($6.4 trillion), growing at
15% YoY. In 2022, RMB-based transactions contributed to 49% of all cross-border transactions in China,
rising 2 percentage points from 47% in 2021.

This year's research results show that both Chinese and overseas companies, and financial institutions
continued to expand the use of the RMB in cross-border trade settlements, cross-border investment and
financing. This outcome aligns with the macro-level trend. Notably, as the comprehensiveness of RMB
based cross-border financial transactions continues to broaden, there is a significant increase in the
demand from Chinese and overseas companies for RMB-based asset and liability management. This
year's research results show significant increases in the use of RMB-based cross-border trade finance and
cash management among the surveyed institutions compared to the previous year.

At the same time, it's important to note that the changes in RMB interest rates, and exchange rates have a
diverse impact on Chinese and overseas companies' choices of relevant RMB products. Among the
surveyed overseas companies, the proportion choosing to use offshore RMB deposits, offshore RMB
wealth management, and RMB-based FX transactions has decreased compared to the previous year. On
the contrary, Chinese companies indicated more or less increased use of these three RMB products.

P 2.1Use of RMB-based cross-border products

According to this year’ s survey, the use of cross-border RMB products expanded further compared to last
year. Among all these products, RMB-based cross-border trade settlement, remains one of the most wide-
ly-used products amongst all 3 types of respondents, and cash management has become the fastest
growing product this year.

For Chinese companies, RMB-based cross-border trade settlement, cash management and trade finance
are the most widely adopted products, with surveyed companies who have used these products account-
ing for 75%, 49% and 47% respectively. Products like RMB-based cross-border cash management and
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direct investment posted the fastest growth, with each growing 15 and 13 percentage points YoY respec-
tively.

For Overseas companies, RMB-based cross-border cash management (58%) slightly topped trade settle-
ment (56%) and became the most commonly adopted product this year. The next two most commonly
adopted products are RMB-based cross-border direct investment and trade finance, adopted by 51% and
50% by overseas companies respectively. Growth-wise, all these products mentioned above all posted
rather subjective growth, each increasing 16, 4, 15 and 9 percentages respectively. RMB FX exchange
transaction for overseas companies, decreased from 24% in last year to 18% in this year.

For FIs, RMB cross-border trade settlement, trade finance and cross-border RMB cash management are
the most popular products, each adopted by 64%, 56% and 53% of the surveyed Fls. These products are
also gaining the fastest market traction, with each adoption rate rises 9, 12 and 17 percentages respective-
ly. Yet the use of offshore wealth management and RMB FX transaction experienced minor decreases,
down by 2 and 1 percentage points, respectively.

RMB-based cross-border trade settlement, remains one of the most wide-
ly-used products amongst all 3 types of respondents, and cash management
has become the fastest growing product this year

Figure 2.1Use of RMB cross-border products and services

RMB-based cross-border trade settlement
RMB-based cross-border cash management
RMB-based trade financing

RMB-based cross-border direct investment
RMB-based currency exchange transactions

RMB-based cross-border investments in fixed-income
(bonds)

RMB-based cross-border investments in equity

Offshore RMB financing (loans, receivables financing,
bonds and other instruments)

RMB-based deposits outside China

RMB-based merchant service and payment outside China
(including cooperation with third parties)

RMB-based wealth management outside China

0% 10% 20% 30%  40% 50% 60% 70%  80%
I Financial institutions [ Chinese companies H Overseas companies

Source: TABInsights
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P 2.2 Use and status of RMB in cross-border trade

More than half of Fls (51%), Chinese companies (56%) and overseas companies (66%) reported that they
have increased their use of RMB in cross border trade settlement, with around another quarter reported
no change in use. 17% of Fls, 20% of Chinese companies and 7% of overseas companies reported that they
reduced RMB usage in cross border trade settlement, which all reduced compared to the previous year's
survey result.

Over three quarters of all respondents report stable or increased RMB cross-bor-
der trade settlement

Figure 2.2 Change in use of RMB-based cross-border trade settlement

InCreased i Use e
=
—_—
[ o
F

No change in use
Reduced in use
No use

Not aware
0% 10% 20% 30% 40% 50% 60% 70%
¥ Financial institutions M Chinese companies M Overseas companies

Source: TABInsights

This trend is expected to continue into the following years. Fls, Chinese and overseas companies indicat-
ing anincrease in RMB cross-border trade settlement for the next year are 57%, 56%, and 65%, respective-
ly. Moreover, the percentage of those indicating that use will remain stable has increased compared to
this year, at 27%, 21%, and 27%, respectively.

Over half of all groups expected to increase use of RMB cross-border trade
settlement next year

Figure 2.3 Expected change in use
of RMB-based cross-border trade settlement
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Among the surveyed Chinese and overseas companies, there was differentiation when asked about the
proportion of RMB in their overall cross-border trade settlement amounts, Chinese companies are still
generally higher in use of RMB in trade settlement.

Chinese companies maintained relative stable in use of RMB in cross-border trade settlement, 25% of the
surveyed are using RMB-denominated trade settlement for 11-20% of their total trade settlements, 2
percentage points lower than last year’s result. Another 30% of the surveyed see RMB denominating
21-40% of their total trade settlement, slightly (1 point) higher than previous year’ s result. Meanwhile,
the interval between 41-60% and 61-80% are both 2 percentage points higher than last year..

Overseas companies mostly go for 1-10% and 11-20% of RMB-denominated cross-border trade settle-
ment, each selected by 25% and 31% of the surveyed overseas companies. Overseas companies have
posted 8 and 1 percentage points increase in these two intervals from the results last year, with those
intervals above 20% saw decrease by 2, 1, 2 and 4 points from last year.

Like overseas companies, Fls most common RMB-denomination intervals are 1-10% and 11%-20%, each
selected by 22% (up 5 percentage points) and 26% (down 1 percentage point) of the surveyed Fls.

Chinese companies are still generally higher in use of RMB in frade settlement

Figure 2.4 The proportion of RMB-denominated
cross-border trade settlements
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Source: TABInsights

Expectations showed a more positive trend. All three groups of surveyed institutions expected to increase
the proportion of RMB in their cross-border trade settlement in the following years . Among them,
overseas companies and Fls that indicated RMB cross-border trade settlement used for more than 40% of
transactions increased from 23% and 27% this year to 29% and 33% in next year, and further rise to 40%
and 45% in next two years. For Chinese companies, the proportion that use RMB for more than 60% in
cross-border trade settlement increased from 10% this year to 18% in next year, and it is expected to reach
27% in next two years.
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All three groups expected to increase RMB usage in their cross-border trade
settlement in next years

Figure 2.5 Expected proportion of RMB-denominated
cross-border trade settments
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Source: TABInsights

In this year’ s survey, a special inquiry was made regarding the use of RMB for contracts in cross-border
trade. Similar to the situation with RMB trade settlement, Chinese companies are more inclined to use
RMB for contracts compared to overseas companies. Some 54% of surveyed overseas companies stated
that the proportion of contracts denominated in RMB falls within the 1%-10% and 11-20% (27% and 27%
respectively), while over 55% of surveyed Chinese companies reported that their proportion falls within
the 11-20% and 21-41% (27% and 28% respectively) . As for the following years, both entities were
optimistic about using RMB for contract, with adoption rates above 20% all posted positive growths at
various levels.

Chinese companies use more RMB in cross-border contracts than overseas
companies.

Figure 2.6 Proportion of RMB denominated contract in
cross-border transactions
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Both categories of institutions optimistic about future use of RMB for contracts

Figure 2.7 Expected proportion of RMB denominated

contractin cross-border transactions
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When asked about the reasons for using RMB in cross-border trade, the responses from both Chinese and
overseas companies were largely consistent with the previous year. The primary reason for overseas
companies to use RMB is to obtain more favourable prices from suppliers, with the percentage increasing
from 50% in the previous year to 69% this year. The second reason is to reduce foreign exchange risk, with
the percentage increasing by 10 points to 57%. Additionally, using RMB to get more business remains one
of the key motivations for overseas companies, with 56% selecting this option, an increase of 6 percent-
age points from the previous year.

For Chinese companies, the most important reason for using RMB continues to be reducing FX risk, with
the percentage increasing from 71% in the previous year to 75% this year. Two other significant reasons
are reducing costs and enhancing pricing capabilities as well (64%) as obtaining more favorable prices
from suppliers (63%).
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Chinese companies are focusing more on reducing FX risks while overseas
companies prioritising getting better rates from their suppliers.

Figure 2.8 Main reasons for using RMB in cross-border
trade settlement transactions

We use it to reduce foreign exchange (FX) risks

We use it to get better rates from suppliers

We use it to get more business

It reduces our costs and/or improves pricing capability

We use it only when counterparties require

We have favourable views on RMB

0% 10% 20% 30% 40% 50% 60% 70% 80%

[l Chinese companies M Overseas companies

Source: TABInsights

P 2.3 Use and status of RMB in cross-border direct investments

According to the "2022 China Outward Foreign Direct Investment Statistics Bulletin" released by the
Ministry of Commerce, the National Bureau of Statistics, and the State Administration of Foreign
Exchange, as of the end of 2022, Chinese enterprises had made direct investments in overseas entities
totaling over RMB 20.4 trillion ($2.8 trillion) . In terms of attracting foreign investments, the "2023 World
Investment Report" published by the United Nations Conference on Trade and Development (UNCTAD)
showed that China attracted a record-breaking RMB 14 trillion ($189 billion) in foreign direct investment
in 2022, marking a 5% increase.

Consistent with the macro trend, in terms of outward foreign direct investment, 62% of surveyed Chinese
companies reported that their cross-border direct investments in RMB had increased or remained stable
this year, an increase of 4 percentage points from the previous year. Meanwhile, the percentage of Chinese
companies reporting a reduction decreased from 34% to 23% this year.

This year's survey results indicate that 87% of overseas companies increased or maintained their levels of
cross-border direct investments in RMB, an increase of 6 percentage points from the previous year. The
percentage of overseas companies reporting a reduction decreased by 5 percentage points to 9%.

The findings were similar among Fls and companies. 72% of the surveyed Fls reported an increase or
stability in cross-border direct investments in RMB, representing an increase of 11 percentage points. The
percentage of those reporting a reduction decreased by 8 percentage points to 17%.
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Overseas companies are more optimistic about RMB-based cross-border direct
investment

Figure 2.9 Change in use of RMB-based
cross-border direct investments
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0% 10% 20% 30% 40% 50% 60%
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Source: TABInsights

This optimistic sentiment has carried into the following year, with the percentages of Chinese and
overseas companies, as well as Fls, expecting to increase or maintain cross-border RMB direct invest-
ments remaining largely consistent. The respective percentages are 62%, 86%, and 71%.

All three groups expected to continue increase or maintain cross-border RMB
direct investment in the following year

Figure 2.10 Expected change in use of RMB-based
cross-border direct investments
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All 3 types of respondents were asked about their key destination markets for cross-border RMB direct
investments. For 35% overseas companies, China remained the largest destination for foreign invest-
ments, a 9 percentage points increase compared to the previous year. The next most attractive markets
were North/East Asia (including Hong Kong, and Taiwan) and South/Southeast Asia. North/East Asia's
appeal to overseas companies recovered compared to the previous year, increasing 5 percentage points
to 18%. South/Southeast Asia maintained relative stability, with overseas companies selecting for 14%,
consistent with the previous year.

For Chinese companies, North/East Asia and South/Southeast Asia remained the most important target
market for direct investments outside China, but both regions decreased by different levels. South/South-
east Asia declined by 5 percentage points to 13%, compared to the previous peak, and North/East Asia
decreased by 2 percentage points to 14% this year. Another fact worth mentioning is that, the percentage
of Chinese companies selecting Europe and the Middle East as their main destination markets was 12%
and 5%, respectively, representing increases of 3 percentage points for both compared to the previous
year.

For Fis this year, China surpassed South Asia/Southeast Asia as the primary destination market for invest-
ments. The percentage increased by one point from previous year to 20% this year, while the percentage
choosing South/Southeast Asia decreased by 5 points to 15%.

Divergent RMB direct investment destinations for Chinese and overseas compa-
nies

Figure 2.11 Key destinations for RMB based
cross-border direct investments
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P 2.4 RMB assets held by overseas institutions

The survey results indicate that the appeal of offshore RMB assets continued to increase for overseas
companies and Fls. some 53% of overseas companies and 40% of Fls reported an increase in their hold-
ings of offshore RMB assets, marking a significant increase compared to the previous year results for 39%
and 32%, respectively.

Similarly, for onshore RMB assets, 52% of overseas companies and 40% of Fls reported an increase in their
holdings this year, with approximately one-third of overseas companies and Fls indicating that their hold-
ings remained stable, while the percentage of those reporting a decrease in holdings for both groups was
around 7% and 17% respectively.

Appeal of onshore and offshore RMB assets increasing for overseas companies
and Fls (charts 2.12, 2.13)

Figure 2.12 Change in offshore RMB-based assets
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Figure 2.13 Change in onshore RMB-based assets
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When asked about the situation in the following years, over half of overseas companies reported an
increase in the holdings of their RMB asset, with 54% holding offshore RMB assets and 53% holding in
onshore RMB assets. Among Fls, 48% stated that they would increase their holdings of offshore RMB
assets, and 43% indicated an increase in their onshore RMB asset holdings.
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Over half of overseas companies increasing holdings of RMB assets
(charts 2.14, 2.15)

Figure 2.14 Expected change in offshore RMB-based assets
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Figure 2.15 Expected change in onshore RMB-based assets
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Looking at the RMB liquidity assets held by surveyed overseas companies from 2022-2024, nearly 69% of
overseas companies held RMB liquidity assets of less than 20% in 2022, or 10 percentage points increase
compared to 2021. In 2023, overseas companies increased their holdings of RMB liquidity assets, with 42%
now holding more than 20%, a 10 percentage points increase from 2022. It is expected that in 2024, the
scale of RMB liquidity assets held by overseas companies will continue to increase, with over half (55%) of
overseas companies holding more than 20% of RMB liquidity assets.
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Scale of overseas companies’ RMB liquidity assets to keep growing

Figure 2.16 RMB liquidity assets held by overseas companies
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When overseas companies were asked about the purpose of their holding RMB liquidity assets, the
highest percentage, at 77%, indicated they use them for investment and wealth management. This was
followed by 68% who convert RMB into other currencies to meet liquidity needs. Additionally, 61% of
overseas companies opted for a more conservative approach, placing their RMB liquidity assets in term
deposits.

77% of overseas companies use RMB liquidity assets for investment, wealth
management

Figure 2.17 Use of RMB liquidity by overseas companies
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» 2.5 RMB cross-border payment and settlement

This year's survey results indicate that FIs have maintained rather stable in infrastructure for RMB clearing
and settlement (clearance channels), and the adoption rates for CIPS and SWIFT have experienced little
change from last year. Adoption rates of CIPS and SWIFT for RMB settlements for over 40% are 23% and
249% respectively, basically the same as last year. A major difference is noticeable for institutions with 11%
to 40% in RMB settlements where CIPS and SWIFT account for 40% and 44% respectively.

Financial institutions have maintained rather stable in infrastructure for RMB
clearing and settlement

Figure 2.18 Percentage of RMB cross-border transaction done
through CIPS and SWIFT by Flis
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3. Status, impacts and changes
of RMB financial market

p 3.1 Changesin RMB financial market

Commensurate with the global use of RMB is the development of the RMB denominated financial market.
China has emerged as the world second largest market for both bond and stock by value. China has
continuously opened up its capital market to overseas investors. By 2022, Chinese bonds has made up for
8% weighting in the Bloomberg Barclays Global Aggregate Bond Index, and China A share has accounted
for 20% weighting of the MSCI emerging market indexes. Entering into 2023, China has furthered its
connectivity with the global financial market and provided new venue for global investors to manage its
exposure to China across different asset classes.

This year’s survey results show that FIs’ holding of Chinese bond and stock are relatively stable
compared to last year. The proportion of RMB denominated bonds and stocks held by Fls in their invest-
ment portfolios remained primarily for 1-20%. Fls holding bonds and stocks for 1-10% increased
compared to the previous year, with 2 and 7 percentage points respectively higher than the previous
year's 23% and 24%. However, Fls in the 11-20% decreased 4 percentage points in both bonds and stocks
compared to the previous year's 26% and 29%. This suggests that FIs might have reduced their holdings
of RMB denominated bonds and stocks.

Proportion of RMB bonds and stocks in Fl investment portfolios remain stable

Figure 3.1 Percentage of RMB denominated
bond and stock holdings by Fls
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Nevertheless, overall, investors' preference for RMB denominated bonds and stocks for the next year is
gradually increasing, with 52% and 50% of surveyed Fls expecting to increase their holdings of RMB
denominated bonds and stocks to over 20% of their total holdings in the coming year, representing a 12
and 17 points increase over the current year, indicating a restore of confidence in RMB assets.

Investor preference for RMB bonds and stocks on therise

Figure 3.2 Expected percentage of RMB denominated
bond and stock holdings by Fls
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Special Column 1:
The HKD-RMB Dual Counter Model and its impact
on international use of RMB

Hong Kong is the largest offshore RMB market in the world and accounting for about
40% of RMB related foreign exchange transactions and about 60% of offshore RMB
deposits. To further advance RMB’s internationalization and integrate the equity
markets between Hong Kong and the Mainland, the Hong Kong Stock Exchange
(HKEX) launched the HKD-RMB Dual Counter Mode on June 19, 2023, which includes
24 Dual Counter Securities, accounting for approximately 40% of average daily
turnover on Hong Kong’ s cash equities market. This mode allows designated securi-
ties with both HKD and RMB counters to trade and settle in HKD or RMB and introduc-
es a dual counter market maker mechanism to enhance the liquidity of the RMB
counter and narrow the price difference between the two counters.

This initiative, according to HKEX, will further expand offshore RMB product ecosys-
tem, and increase cross-border capital circulation. As the end of June, the daily
average trade volume under the Dual Counter Model amounted to RMB 190 million
(526 million). The benefits to stock investors are obvious. The currency risk associated
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with the two currencies is now gone, and stock price discrepancy between the HKD
and RMB counters is minimized, both of which contribute to lessoned transaction
costs of trading.

More importantly, it should also provide more liquidity to the exchange, as it enables
the capital from the Mainland side to more easily participate in trading activities, and
the local capital in Hong Kong to more easily participate in trading activities for Main-
land-related securities. The Dual Counter Model contributes to enhancing the ecosys-
tem of offshore RMB products and services in Hong Kong -- more choice for investors,
bigger capital pools for issuers, increased cross-border capital circulation, closer
connectivity between the Mainland.

This year's survey provides some initial empirical evidence to this thesis. Some 51% of
surveyed Fls will further increase investment under the HKD-RMB Dual Counter
model. 35% indicate no impact on their asset allocation decisions for the moment.

51% of Fls plan to boost investment under HKD-RMB Dual
Counter model

Figure 3.3 Impact of HKD-RMB Dual Counter Model
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» 3.2 Development in RMB financing market

When the surveyed companies were asked the proportion of RMB financing in their total debts, the major-
ity adoption of RMB financing products lie in 10-30%. Both Chinese and overseas companies demonstrat-
ed increased usage of RMB financing comparing to last year, while overseas companies were more active
in issuing RMB bond and in trade finance.

63%, 53% and 52% overseas companies responded they have 10% to 30% share of RMB financing in trade
finance, bond and CDs and loans respectively, increased by 7, 9, and 3 percentage points respectively
compared to the previous year. Those overseas companies reporting over 30% share in RMB financing in
bond and CDs and loans also increased to 35% and 17%, compared to 23% and 13% respectively last year.

This year's survey results show that trade finance remains the primary financing method for Chinese
companies, with 27% of them using for over 30% of total financing, a 4 points increase from the previous
year. The proportion of Chinese companies choosing loans and bond issuance has also increased, with
15% and 22% respectively using for over 30%, both of which have increased by 3 percentage points
compared to the previous year.
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Increase in Chinese and overseas companies’ share of RMB financing
(charts 3.4, 3.5)

Figure 3.4 Percentage of RMB-based financing for overseas companies
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When the surveyed companies were asked the main reasons for using RMB-based financing, 78% of
Chinese companies said that the main reason is to repay loans with the inflow of RMB in the future, and
another important reason is to enjoy lower interest rate compared with other market (74%). 73% of
overseas companies stated the main reason is to enjoy lower interest rate compared with other market,
and future RMB inflow and a depreciated RMB against USD are also important reason for them to use RMB
financing, 64% and 60% overseas companies chose so.

Figure 3.6 Main reason to use RMB based financing by companies
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p 3.3 Developments in RMB currency exchange transactions

RMB is now one of the five most actively traded currencies in FX spot as of July 2023, the August RMB
Tracker from SWIFT showed. It rose to fifth place in over-the-counter (OTC) FX markets in April 2022, up
from eighth in the same month in 2019, according to an October 2022 survey of central banks by the Bank
for International Settlements (BIS).

This year’ s survey results indicated that RMB currency pair is gaining significant international traction.
Specifically, 88% overseas companies, 69% Chinese companies and 75% Fls surveyed expressed that they
have increased or maintained their use of RMB for FX activities, increased by 5, 9, and 8 percentage points
respectively compared with last year’ s survey result.

88% overseas companies, 69% Chinese companies and 75% Fls surveyed
increased or maintained their use of RMB based currency transaction

Figure 3.7 Change in RMB-based currency transactions
Increased in use
No change in use

Reduced in use

No use

Not aware

“|

0% 10% 20% 30% 40% 50% 60%

¥ Financial institutions I Chinese companies M Overseas companies
Source: TABInsights

Building on the trends observed this year, including increased use of local currencies in trade settle-
ments, RMB based currency exchange is expected to keep momentum into the following years. Some 59%
overseas companies, 47% Chinese companies and 53% Fls expected their usage of RMB-based currency
transactions to increase.

Continued momentum expected in RMB-based currency exchange
Figure 3.8 Expected change in RMB-based currency transactions
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p 3.4 Developments in RMB-denominated derivative market

A rising need was observed for institutions to mitigate currency exposures as rising commodity prices,
monetary policy and global capital flow continued to impact currency movements. According to this
year’ s survey results, a significant 68% of overseas companies and 62% of FIs hedged their RMB exposure,
2 and 7 percentage points higher than the previous year. Chinese companies were equally cautious with
around half using various hedging instruments to manage the volatility risk in currency markets,
increased by 3 percentage point from last year.

Rising need for institutions to mitigate RMB FX risk

Figure 3.9 Hedge RMB exposure
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The preferred tools to hedge RMB exposure continue to evolve among respondent groups. Among
Chinese companies, 70% indicated that their most preferred method is using offshore RMB (CNH) deliver-
able forwards/swaps, followed by natural hedge of assets and liabilities/leading and lagging of payments.

The most preferred method for overseas companies is natural hedge of assets and liabilities/leading and
lagging of payments, with 30% overseas companies reported choosing so. Around 52% and 48% of Fls
registered offshore RMB (CNH) deliverable forwards/swaps and natural hedge of assets and liabilities
respectively as a critical component of their currency risk mitigation strategy.

In addition, the proportion of overseas companies and Fls using offshore CNH futures contracts has
declined to a certain extent this year, accounting for 7% and 18% respectively. Currency adjustment claus-
es in the contracts remained the least preferred way to hedge RMB exposure.
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Offshore CNH deliverable forwards/swaps and Natural hedge of assets and
liabilities are most preferred way to hedge RMB exposure

Figure 3.10 Preferred way to hedge RMB exposure
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Special Column 2:
The new interest-rate Swap Connect and its impact

The People's Bank of China, the Hong Kong Securities and Futures Commission and
the Hong Kong Monetary Authority issued a joint announcement to launch interest
rate swap trade between Mainland and Hong Kong on July 4, 2022. As a new chapter
of the ongoing connect program between China and overseas market, the Swap
Connect was launched in May 2023. This arrangement, run in partnership by China
Foreign Exchange Trade System (CFETS), Shanghai Clearing House (SHCH) and HKEX
through its clearing subsidiary OTC Clearing Hong Kong Limited (OTC Clear), provided
with global investors a new tool to hedge the interest rate risk with exposure to
China’ s onshore bond market. As of June 2023, the daily average trade volume
through Swap Connect reached to RMB 3.9 billion ($534 million), making RMB Interest
Rate Swap (IRS) the 7th most traded IRS currency in 2023.

Swap Connect is an added interconnection between Hong Kong and Mainland China
financial markets alongside Shanghai-Shenzhen-Hong Kong Stock Connect and Bond
Connect. It will also be the only one in the world that allows international investors to
invest in Mainland China using their own trading and settlement conventions.
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In recent years, as China's capital market continues to open up, more and more
foreign investors have increased their allocation to domestic RMB bonds, and their
demand for managing RMB interest rate risks through derivatives has also continued
to increase. Before the launch of "Swap Connect", foreign investors often could only
manage interest rate risks through offshore RMB interest rate swaps. The degree of
correlation of interest rate trends is not as direct and effective as directly participating
in the onshore interest rate swap market through the "Northbound Swap Connect".

By connecting the financial infrastructures between Hong Kong and China, an institu-
tional arrangement has been created that simultaneously meets the requirements of
regulatory agencies in both regions. Onshore and offshore factors converge here to
form a risk-controllable, scalable open platform, and a closed-loop system containing
a diverse group of businesses building a cross-border financial market for offshore
currency to return to the onshore financial market.

Swap Connect is a major development in further opening up the RMB bond and inter-
est rate derivatives market. It marks the gradual integration of RMB interest rate
swaps into the international financial market, and promotes the integration of
China’s bond and derivatives markets with international standards. This year’s
survey showed that 61% of Fls believe RMB transactions will increase because of Swap
Connect, and another 30% of the surveyed Fls indicate no impact on their decisions.

Figure 3.11 Impact of the Swap Connect
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4. Development of RMB
iIn BRI countries

The Belt and Road Initiative (BRI) has evolved into a colossal driver of global economic and geopolitical
change. Celebrating its 10th anniversary, it's paramount to delve into the comprehensive development of
this ambitious initiative. Over the past decade, the BRI has experienced rapid growth, with collaborative
partnerships across 152 countries, China customs statistics showed that the overall cross-border trade
volume along the BRI countries achieved an annual growth rate of 8.6% from 2013 to 2022. In 2022, the
trade volume hit a record high of RMB 13.8 trillion ($1.9 trillion) with a YoY growth of 19.4%.

Against this backdrop, this year's report specifically investigates the use of RMB for institutions in BRI
countries or with business relationships along the BRI (collectively “BRI-related institutions/respon-
dents”).

According to this year’s survey results, BRI related institutions were more proactive in using RMB for
cross-border trade and cross-border securities investments, surpassing the overall survey results. Addi-
tionally, BRI-related institutions showed a higher level of interest in offshore RMB financing and deposit
products. Moreover, they demonstrated a more active interest in participating in China's bond market. In
terms of using the RMB for contract and clearing channels, BRI-related institutions were basically consis-
tent with other regions, aligning with the overall survey results.

P 4.1Use of RMB cross-border products in BRI countries

78% of BRI-related Chinese companies and 65% of Fls said they used RMB for cross-border trade settle-
ment, which is higher than the overall survey results by 3 and 1 percentage points. 48% of overseas
companies along the BRI reported usage of RMB cross-border trade settlement, 8 percentage points lower
than the overall survey results.

Compared with other respondents, the BRI-related respondents have significantly higher demand for
offshore RMB deposit and financing. 62% of overseas companies, 59% of Chinese companies and 56% of
Fls have used offshore RMB financing products including trade finance, 27, 33 and 23 percentage points
higher than the overall result respectively. Similar for offshore RMB-based deposits, 46% overseas compa-
nies, 36% Chinese companies and 43% FIs held offshore RMB deposits this year, compared with the
overall survey results of 25%, 24% and 31%.

Additionally, BRI related institutions were more actively involved in China's bond market. 46%, 57%, and
52% BRI-related Chinese and overseas companies and Fls had participated in China's onshore bond
market, respectively, which were 16, 6, and 9 percentage points higher than the overall survey results.
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BRI related institutions prefer offshore RMB deposits and financing

Figure 4.1 Use of RMB cross-border products and services
(BRI related institutions/respondents)
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Respondents from different regions along the BRI showed different choices for cross-border RMB prod-
ucts. RMB cross-border trade settlement products are mostly adopted in ASEAN, 65% of respondents from
this part of the BRI chose so, followed by Middle East at 63%. Offshore RMB financing is most attractive to
68% of respondents in Latin America, and the product is also well adopted by 66% of respondents in
ASEAN. BRI related institutions from the Middle East are actively engaged in RMB onshore bond invest-
ment, RMB based derivative transactions and RMB cross-border M&A transaction, the highest percentage
among all BRI-related respondents at 58%, 39% and 27% respectively.
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ASEAN and Middle East lead in use of cross-border RMB products along the
BRI

Figure 4.2 Cross-border RMB product used by companies along BRI
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When asked about the reasons for using RMB in cross-border transactions, 79% of Chinese companies,
74% of Fls and 59% of overseas companies attributed their decision to China’ s promotion of the BRI.
China’ s numerous Free Trade Agreements (FTA) with countries along the BRI is another important factor
for BRI-related institutions to use RMB. Some 70% of overseas companies regarded it as the most import-
ant reason while 71% Chinese companies and 66% Fls also followed suit. Over half of the respondents
also believed that using RMB in BRI-related transaction is a means to reduce FX risks, particularly for 57%
of overseas companies, 56% of Chinese companies and 57% of Fls.
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Over half of the respondents believed used RMB in BRI -related transaction to
reduce foreign exchange risks

Figure 4.3 Most important reason for using RMB
in cross-border transactions (BRI -related institutions/respondents)
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p 4.2 The use of RMB in cross-border trade and investment with BRI countries

Compared with the overall survey results, the BRI-related respondents witnessed higher use level of RMB
in cross-border trade and investment. The proportion of Chinese and overseas companies using RMB for
cross-border trade exceeding 10% has been 85% and 70% respectively, higher than overall’ s 81% and
69% respectively.

BRI-related respondents withessed higher usage level of RMB in cross-bor-
der trade

Figure 4.4 Percentage of RMB used in cross-border trade
(BRI related institutions/respondents)
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Similar to cross-border trade, the BRI-related respondents had higher RMB share in both cross-border
direct investment and security investment, Chinese and overseas companies with more than 10% in RMB
transactions reported direct investments for 75% of Chinese companies and 85% of overseas companies,
and security investments for 76% of Chinese companies and 82% of overseas companies, higher than the
overall 73% and 82% for direct investment and 72% and 81% for security investment.

The BRI-related respondents had higher RMB share in both cross-border
direct investment and security investment

Figure 4.5 Percentage of RMB used in cross-border direct investment
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Figure 4.6 Percentage of RMB used in cross-border security investment
(BRI related institutions/respondents)
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When surveyed BRI-related institutions were asked about their use of the RMB for contracts, Chinese
companies were more inclined to use RMB for contracts than overseas counterparts, consistent with the
overall result. Some 54% of surveyed overseas companies stated that they denominated their contracts in
RMB for 1% to 10% and 11% to 20% (27% and 27% respectively), remaining the same as the overall
results. In comparison, over 56% surveyed Chinese companies indicated that their proportion falls within
the 11-20% and 21-41% (29% and 27% respectively), 1 point higher than the overall result.

Figure 4.7 Proportion of RMB denominated contract
in cross-border transactions (BRI -related institutions/respondents)
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p 4.3 Cross-border RMB payment and settlement in BRI countries

Compared to the overall survey results, BRI related Fls show similar preferences for RMB clearing chan-
nels and usage. There is no difference for CIPS and SWIFT usage by Fls with more than 20% in RMB trans-
actions. Differences lie in the 10% and below and 11-20% intervals. More respondent Fls in the BRI region
use CIPS for RMB settlement for 10% and below (CIPS 35%, Swift 31%) while the use of SWIFT for RMB
settlement for 11-20% is higher (CIPS 22%, SWIFT 27%).

Figure 4.8 Percentage of RMB cross-border transaction done
through CIPS and SWIFT by FiIs (BRI related institutions/respondents)
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Special Column 3:
The cross-border payment technology development and its
impact on usage of RMB in BRI countries

Beyond traditional multilateral or bilateral arrangements, central banks are actively
exploring alternative avenues to the financial infrastructure by harnessing technolo-
gy, to provide faster, more affordable, and secure cross-border payment and settle-
ment solutions. International organisations such as the International Monetary Fund
and BIS are spearheading initiatives in cross-border settlements. Among these efforts,
central bank digital currencies (CBDCs) are gaining the most traction.

According to the BIS, CBDCs have the potential to reduce cross-border payment costs
by up to 50%, enabling near-instant settlement of funds instead of the prolonged wait
times currently experienced. In the year 2022, BIS and four central banks embarked on
a groundbreaking journey with Project mBridge. This pioneering initiative marked the
successful pilot of CBDCs by commercial banks for real-value cross-border transac-
tions. Across Hong Kong, Thailand, China, and the United Arab Emirates, twenty banks
joined forces on the mBridge platform, executing a total of 164 payment and FX trans-
actions valued at over $22 million.

Many BRI nations, predominantly emerging economies, share a common goal: reduc-
ing reliance on intermediaries to streamline cross-border transactions, minimise
costs, and expedite international trade. In the meantime, central banks actively
participating in various CBDC pilots, such as Thailand, Singapore, and the UAE, are
strategically positioned along the BRI route. As successful pilots such as mBridge have
already demonstrated the potential of CBDCs in cross-border transactions, particular-
ly in terms of cost efficiency and liquidity improvement, the future holds the promise
of even greater local currency usage in cross-border settlements with BRI countries,
signifying the pivotal role that CBDCs will play in fostering international cooperation,
trade, and economic stability.
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5. Development
of offshore RMB centres

» 5.1Use of RMB in regions outside China

In terms of geographical distribution, when it comes to the usage of cross-border RMB products in regions
outside of China, North/East Asia (including Hong Kong and Taiwan) remains the most extensive region
for cross-border RMB product usage. Following this, South/Southeast Asia is the second most prominent
region. Overall, the usage of cross-border RMB products in North/East Asia by Chinese companies and Fls
has decreased slightly compared to the previous year. Conversely, overseas companies have increased
their usage of cross-border RMB products in this region. South/Southeast Asia has maintained relatively
stable usage, with both Chinese and overseas companies using cross-border RMB products in this region
at levels similar to the previous year.

This year's survey results reveal a noticeable divergence in the use of cross-border RMB products by
Chinese and overseas companies in different regions. Compared to the previous year, Chinese companies
have experienced varying degrees of growth in RMB usage in Central Asia, the Middle East, and Africa,
while North America and Latin America have continued the declining trend from the previous year, result-
ing in further decreased usage. For instance, the proportion of Chinese companies engaged in cross-bor-
der RMB direct investment in Central Asia increased from 8% last year to 12% this year. RMB FX transac-
tions of Chinese companies in the Middle East increased from 9% last year to 17% this year. It's also worth
noting that Chinese companies have seen a resurgence in their use of cross-border RMB products in
Europe, the UK, and Australia compared to the previous year, particularly in Europe, where some major
cross-border RMB product usage has significantly increased compared to previous year. For example, the
proportions of Chinese companies engaged in RMB cross-border trade settlement, RMB trade financing,
and cross-border RMB direct investment in Europe have increased from 9%, 7%, and 9% last year to 12%,
11%, and 12% this year, respectively.

In contrast to Chinese companies, overseas companies significantly increased their use of cross-border
RMB products in China and North/East Asia. This year’ s survey results reveal that overseas companies
engaged in RMB cross-border trade settlement (68%), RMB trade financing (60%), and cross-border RMB
direct investment (57%) in these two regions. These percentages increased by 14, 27, and 28 percentage
points, respectively, compared to the previous year. Meanwhile, the usage of cross-border RMB products
in other regions experienced minor decline. Middle East posted the largest 3-percentage-point decrease
while other regions like North America and Africa experienced minor drops for 1 to 2 percentage points.

This year's survey results demonstrate that global FIs have increased their use of cross-border RMB prod-
ucts in China (from 14% to 20% in weighted average across products) and Europe (from 7% to 11%), and
there are also minor increases in North/East Asia (from 13% to 14%) and South/Southeast Asia (from 10%
to 14%) while the only decrease occurred in Central Asia (from 12% to 10%). In other regions, usage
remained largely consistent with the previous year.
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Outside China, North/East Asia (including Hong Kong and Taiwan) and South/-
Southeast Asia are the top 2 regions that are adopting more RMB cross-border
products than other regions.

Figure 5.1 Overseas companies’ use of RMB
cross-border products by region
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Figure 5.2 Chinese companies’ use of RMB
cross-border products by region
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Figure 5.3 Financial institutions’ use of RMB
cross-border products by region
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p 5.2 Use and change of RMB offshore deposits

Offshore RMB deposits are gaining higher tractions among all the surveyed, particularly among overseas
companies. Despite the volatile RMB exchange rate and a lower interest environment, 47% of the
surveyed overseas companies increased their use of offshore RMB deposits, while another 38% main-
tained and made no change to their existing RMB deposits. Overseas companies also reported the lowest
portions compared with Chinese companies and Fls in “reduced use”, “no use” and “not aware”. 27% of
the surveyed Chinese companies increased their offshore RMB deposits, 27% reported no change in use,
while another 27% reduced their offshore RMB deposits. 29% of the surveyed Fls increased their use of
offshore RMB deposits, 25% have maintained and made no change, and another 18% reduced their
offshore RMB deposits.
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Overseas companies show greater interest in RMB offshore deposits

Figure 5.4 Change in use of offshore RMB deposits
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Figure 5.5 Expected change in use of offshore RMB-based deposits
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Expectations in the coming years for offshore RMB deposits are expect to remain the same as the factual
results this year. Overseas companies still have a more optimistic view on offshore RMB deposits than
Chinese companies and Fls. Some 50% of overseas companies expect to increase offshore RMB deposits
holdings in the next year, another 36% to maintain and make no changes, while only 10% indicated a
decrease, the lowest compared to Chinese companies and Fls. While only 31% of Chinese companies and
Fls expressed their offshore RMB deposits to increase, 26% and 22%, respectively, expect no change; 27%

and 19%, respectively, expect a decrease.
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» 5.3 Development of offshore RMB wealth management market

24% of the surveyed Chinese companies have increased their use of offshore RMB wealth management,
while 29% made no changes and 25% reduced their use. Overseas companies and Fls are more positive
about offshore RMB wealth management. Some 49% or nearly half of the surveyed overseas companies
increased their use of offshore RMB wealth management products, 35% held them constant, and only
10% of them decreased the use. For Fls, 36% increased their use of offshore RMB wealth management
products, 33% held them constant, and only 16% reduced the use.

Nearly half of the surveyed overseas companies have withessed an increased
use of RMB offshore wealth management products

Figure 5.6 Change in use of RMB-based offshore wealth management
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The trend continues in the following year. More than half of overseas companies expected to continue and
increase their use of offshore RMB wealth management (54%), while 44% of Fls and 31% of Chinese
companies expected to increase their use of offshore RMB wealth management in following year.
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Overseas companies and financial institutions are still more interested in
RMB offshore wealth management products

Figure 5.7 Expected change in RMB-based offshore wealth management
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P 5.4 Use and change of key offshore RMB centres

Hong Kong remains the top offshore RMB centre used by the majority of the respondents this year. There
are 32% of overseas companies, 63% of Chinese companies and 43% of Fls that deem Hong Kong as their
most prominent offshore RMB centre, the percentage of Fls increased by 4 points comparing to last year’ s
survey results.

Hong Kong stands as the unequalled top choice for RMB offshore centres this
year.

5.8 Key RMB offshore centre used by respondents
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The next most prominent key offshore RMB centre is Singapore, with 13% of overseas companies, 10% of
Chinese companies and 13% of Fis selecting Singapore as their mostly used offshore RMB centre. The UK
is more popular around overseas companies (12%) and FIs (10%), but less by Chinese companies (6%).
Taiwan has shown less preference in the results this year, with only 8% of overseas companies, 5% of
Chinese companies and 4% of FIs choosing it as their primary offshore RMB centre. Though US’ s traction
among Chinese companies is rather low (4%) it was adopted by 10% of overseas companies and 10% of
Fls.
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6. Emerging opportunities,
challenges and future prospects
of RMB internationalisation

p 6.1Main factors affecting the use of RMB

Surveyed institutions were asked about the key factors they believe that will impact the international use
of the RMB. Both Chinese companies and overseas companies put the implementation of FTA such as
RCEP the most important factor to promote the international use of RMB, with 67% overseas companies
and 53% Chinese companies choosing to increase the RMB usage because of this factor. The increased
adoption of local currency in cross-border transaction has evolved to be the most important trend in
international use of RMB. The proportions of Chinese companies and overseas companies that increase
the use of RMB for this reason account 51% and 52% respectively. Moreover, 55% overseas companies
and 50% Chinese companies indicated that the potential for international bulk commodities to be
quoted, traded and settled in RMB, will promote the international use of RMB.

53 of Chinese companies indicate the implementation of free trade agreement
(FTA) will promote and maintain the international use of RMB

Figure 6.1Key issues that impact use of RMB by Chinese companies
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67% of overseas companies indicated that the implementation of FTA will pro-
mote and maintain the international use of RMB

Figure 6.2 Key issues that impact use of RMB by overseas companies
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p 6.2 Implementation of e-CNY

China's cross-border e-commerce has become a new engine of boosting international trade, with its
volume doubling from RMB 1 trillion ($143 billion) in 2018 to RMB 2.1 trillion ($288 billion) in 2022, as
disclosed by the General Administration of Customs of China. When asked the interest around using
digital e-commerce for cross-border operations, all three types of institutions posed a supportive view,
75% overseas companies, 57% Chinese companies and 59% of Fls stating that they were aware of and
have usede-commerce platforms in one way or another.

All three types of institutions favor digital e-commerce for cross-border op-
erations

Figure 6.3 Rising usage on cross-border e-commerce platforms
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Surveyed institutions were also asked about their prospects on using digital currencies to conduct finan-
cial transactions, and both overseas and Chinese companies showed increased interest compared to two
years’ ago. The survey indicated that 80% overseas companies and 56% Chinese companies are willing to
use digital currencies to conduct financial transactions compared to 62% and 30% two years ago. Those
who are undecided and not willing to use digital currencies dropped dramatically for both types of
respondents from 35% and 68% two years ago to 19% and 43% this year.

Fls are still more conservative compared to surveyed companies on adopting digital currencies in their
transactions. Although 60% Fls this year demonstrated interest in using the digital currency, the number
is two percentage point lower than two years ago, while those responding still deciding and not willing to
use increased from 34% two years ago to 36% this year.

Surveyed companies showed increased interest in use digital currency to
conduct financial transactions compared with two years ago

Figure 6.4 willingness to use "digital currency”
to conduct financial fransactions
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p 6.3 Main challenges

Compared with last year's survey results, the respondents' selection of main challenges affecting RMB
internationalisation continuously focused on the ongoing geo-political tension, China’s uncertain
economic prospects, and RMB exchange rate fluctuations. However, the sentiments among 3 types of
groups are evolving.

The results of this year's survey show that the geopolitical tension in general evolved to be one of the
biggest challenges for all respondent groups. It was the top challenge for overseas companies this year
with 50% of respondents choosing so, compared with 45% last year. Still there are 56% Chinese compa-
nies saw geopolitical tension the biggest challenge this year, though the number dropped quickly from
last year’ s 74%. For Fls, the statistic remained still compared to last year, at 62%. About 55% Fls, 54% of
Chinese companies and 49% of overseas companies all cited the volatility of the RMB the second biggest
challenge, up from 53%, 48% and 34% respectively last year.
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It is worth mentioning that Chinese companies and overseas companies posted diverging views on the
impact of China’s economic outlook, 49% Chinese companies this year regarded the uncertainty in
China’ s economic outlook as a major challenge, a sharp rise from 37% last year. On the contrary, those
overseas companies who chose this option decreased from 53% last year to 35% this year. The view for Fls
remained relatively constant in this regard at 53%, just 1 percentage point lower than last year.

Geopolitical tension brought challenges to the international use of RMB

Figure 6.5 Key challenges faced in RMB internationalisation
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CONCLUSION

Since the second half of 2022, despite facing global macroeconomic uncertainties and challeng-
es from RMB exchange rate fluctuations, the RMB has continued to make progress in cross-bor-
der trade settlement, FX transactions, investment and reserves. This year's survey results show
that RMB cross-border trade settlement remains the most widely-used product, with cross-bor-
der RMB cash management becoming the fastest-growing product. All three groups of respon-
dents have seen substantial increases in usage. Regarding FX transactions, Chinese companies
have increased their usage, but overseas companies and Fls have experienced varying degrees
of decline.

In conjunction with the BRI 10th-anniversary, this year’ s survey also delved into the use of RMB
by BRI-related institutions. The research found that BRI-related respondents have significantly
higher demand for RMB deposits, financing, and bond investments compared to the overall
results. However, the proportion of RMB trade settlement varies among them, with Chinese
companies and Fls having higher proportions than the overall survey results, while overseas
companies have lower proportions.

The global use of RMB is influenced by various factors such as geopolitical issues, macroeco-
nomic conditions, infrastructure, and technology. Over the past decade, as China has continued
opening up its financial market, and improved its framework, RMB is gradually becoming an
international currency. While factors like geopolitical shifts and widening interest rate differen-
tials present certain challenges, China's macroeconomic outlook, ongoing financial market
opening-up, and continuous technological innovation provide favorable conditions for the RMB
in global trade and investment.

We believe that under the new development pattern of dual circulation in both domestic and
international markets, RMB will write a new chapter on open, inclusive , and solid progress and
development.
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7. Appendix - Description
of research samples

The research covers a total of 1,131 Chinese companies, 1,000 overseas companies (including North Amer-
ica, South America, Europe and Asia Pacific), and 411 Chinese and overseas Fls. All the companies partici-
pating in the survey have cross-border business dealings with China. In this report,. unless explicitly
mentioned, “Mainland China” is shortened to China in this report. “Offshore” and “overseas” refers to
Hong Kong, Macao, Taiwan and the rest of the world while “onshore” refers to Mainland China.

The survey respondents were senior financial personnel of enterprises participating in RMB products or
financing projects, including chief financial officers, corporate treasurers and senior managers of the
finance department.

The Chinese interviewed companies mainly cover China, Northeast Asia (including Hong Kong), South
and Southeast Asia, while the overseas interviewed companies evenly cover the whole world.

Figure 7.1 Main geographical region covered
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The industrial and manufacturing sector still has the highest proportion of companies in the surveyed
industry (31% of Chinese companies and 20% of overseas companies). Next is the financial services indus-
try, in which 24% of overseas companies and 21% of Chinese companies operate. The third is information
technology, in which 9% of overseas companies and 9% of Chinese companies operate.
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Figure 7.2 Respondents’ industry coverage
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About 42% of Chinese companies and 29% of overseas companies operate both import and export
cross-border transactions. This is followed by 38% of Chinese companies exporting to overseas partners
or customers, this year saw increased of overseas companies (from 16% last year to 21% this year) doing
so. Some 15% of overseas companies only import goods and services from China.

Figure 7.3 Main cross-border operations of companies
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The size of the surveyed enterprises includes small, medium and large enterprises. SMEs with annual
turnovers under $100 million constitute 10% of overseas companies and 18% of Chinese companies. In
larger annual turnover, 32% of Chinese companies gather in the $100 - $249 million interval and another
29% gather in $500mn - $1billion interval. Overseas companies are mostly gathered in the $500mn - $1bil-
lion interval (35%) and there is another 26% have an annual turnover between the $250 - $499 million.

Figure 7.4 Size of respondents’ companies
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