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Preface

In 2024, China Construction Bank(CCB) and The Asian Banker have jointly conducted a survey on RMB
internationalisation, which covered a total of 2,487 domestic and overseas enterprises and financial institutions.
The survey shows that despite a complex and ever-changing global situation and bi-directional volatility of RMB
exchange rates, the use of RMB in various cross-border products has grown significantly. In particular, cross-
border trade settlement remains the mostly used product by domestic enterprises, while RMB cross-border cash
management has become the fastest growing RMB product used by overseas enterprises. China has continuously
promoted the opening up of its financial market to attract global investors. More than 50% of financial institutions
are planning to further increase their holdings of RMB bonds and Chinese A shares in 2024. The United Kingdom has
become the offshore market with the most significant growth in RMB activities, as evidenced by the fact that 67% of
domestic enterprises have selected the UK for their offshore RMB wealth management.

In recent years, the basic institutional arrangements for cross-border use of RMB have been further improved. As a
results, the RMB transaction settlement, investment, financing and risk management needs of various domestic and
overseas entities have been better met, and the policy environment and market conditions for holding and using
RMB have been continuously optimised. Further progress has been made in deepening institutional arrangements,
including the centralised operation of local and foreign currency cross-border funds of multinational corporations,
the Cross-boundary Wealth Management Connect Scheme in the Guangdong-Hong Kong-Macao Greater Bay Area
("Cross-boundary WMC"), and the interest rate swap between the Chinese mainland and Hong Kong SAR. The
RMB is now used in a more diverse range of cross-border trade scenarios, reflecting an even stronger international
position and enhanced global influence. Currently, RMB remains the most used currency for cross-border payments
and collections in China and the fourth most active currency for global payments. As at the end of 2023, the balance
of RMB deposits in major offshore markets reached RMBL.5 trillion.

CCB stays true to the fundamental purpose of serving the real economy. It has fully applied the new development
philosophy, advanced in-depth and high-quality development of the financial sector, continuously improved its
comprehensive, professional financial service system, and taken solid steps to promote balanced development of
technology finance, green finance, inclusive finance, pension finance, and digital finance. In 2023, CCB advanced
RMB internationalisation prudently and steadily. It handled more than RMB 4 trillion cross-border RMB settlements
for over 50,000 customers throughout the year, achieving consistent growth in transaction volume, customer base,
and market influence. CCB has continuously expanded its offshore RMB market presence, leveraging a robust
network of three RMB clearing banks in the UK, Chile and Switzerland, along with its overseas institutions in 28
countries and regions across six continents.

The year 2024 marks the 10" anniversary of appointment of CCB London Branch as the RMB clearing bank in the
UK. Its cumulative RMB clearing volume has exceeded RMB100 trillion, maintaining its position as the largest RMB
clearing bank outside of Asia for the eighth consecutive year. In March, CCB and the City of London co-hosted
the China-UK Financial Cooperation Forum, building a communication bridge for economic, trade and financial
cooperation between China and the UK.

Looking ahead, CCB will continue to pursue long-term, steady development with market participants of all kinds
and contribute to the promotion of the international use of RMB.

China Construction Bank
2024.11
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Executive Sumary

In 2024, China Construction Bank (CCB), in cooperation with The Asian Banker, conducted a survey on the
international use of the RMB in cross-border trade, payments, investment, and financing. This year's survey
covered 2,487 senior executives from three categories of respondents: financial institutions (Fls), Chinese
companies, and overseas companies across 23 global markets.

‘ The usage of various RMB cross-border products saw significant growth
{ in 2023

For Chinese companies, RMB cross-border trade settlement, cross-border cash management, and cross-
border trade financing were the most widely used products, with usage rates of 78%, 51%, and 50%,
respectively. Among all products, cross-border RMB stock investment and offshore RMB financing grew the
fastest, both increasing by 9 percentage points from the previous year's survey results. Other RMB products
also saw varying degrees of growth.

For overseas companies, RMB cross-border cash management became the most widely used product,
surpassing cross-border RMB trade settlement, with a usage rate of 64%, up 6 percentage points from the
previous year's survey results. The use of RMB cross-border investment and financing by overseas companies
grew significantly, with the proportion of cross-border RMB bond and stock investments rising from 51% and
41% in last year's survey to 61% and 52% this year. Offshore RMB financing and wealth management also grew
significantly, increasing by 13 and 14 percentage points, respectively, making them the fastest-growing RMB
products. The only slight decline as compared to last year's survey results was in the use of RMB cross-border
trade financing, which fell from 50% last year to 47% this year.

For Fls, the most widely used RMB products were RMB cross-border trade settlement and cross-border cash
management. In 2023, Fls actively promoted RMB cross-border cash management products, with the usage
rate increasing by 12 percentage points to 65%. The fastest-growing products were cross-border RMB stock
investment and offshore RMB financing, with usage rates rising from 35% and 33% in last year's survey to 49%
and 47% this year. The usage of other RMB products remained largely consistent with last year's results.

Notable changes in the destinations for cross-border direct investment
by Chinese and overseas companies were observed this year, with fast
growth in the EU and the UK

16% and 22% of Chinese companies chose the EU and the UK as investment destinations, up from 12% and 5%
in last year's survey, respectively. 35% of overseas companies selected China as their preferred market for RMB
investment, remaining unchanged from last year's results. This year, the UK became a popular destination for
overseas companies, increasing significantly from 5% to 19%.
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‘ China continues to promote the opening of its financial markets,
{ attracting global investors

This year's survey showed an increase in RMB cross-border financing among Fls, with 45% of overseas Fls
reporting that RMB financing accounted for between 10% and 30% of their total financing. Chinese companies
and overseas companies used RMB more frequently in trade financing, with bond issuance and bank loans
being the most commonly used financing tools.

Geographically, China remains the most important market for RMB cross-border financing, with 27% of Fls
stating that China is their primary market for RMB cross-border financing, up from 17% in last year's survey. In
2023, RMB cross-border financing grew rapidly in the UK, while traditional markets such as East Asia (including
Hong Kong, Macau, and Taiwan region), South and Southeast Asia, and the EU remained stable as compared
to the previous year.

Regarding RMB foreign exchange transactions, 88% of overseas companies, 73% of Chinese companies, and
T7% of FIs reported that they increased or maintained their use of RMB in foreign exchange transactions, up by
one, four, and two percentage points from the previous year's results, respectively.

Development of the offshore RMB market and trading centres

In 2023, significant changes occurred in the offshore RMB market, with Chinese companies, overseas
companies, and Fls increasing their use of RMB in multiple regions. East Asia (including Hong Kong, Macau,
and Taiwan region) remains the main region for RMB cross-border transactions. RMB activities grew most
significantly in Europe, particularly in the UK.

In terms of RMB cross-border products and services usage, the proportion of Chinese companies using RMB
for cross-border trade settlement in the UK grew nearly five-folds from the previous year, with 67% of Chinese
companies choosing the UK for offshore RMB wealth management, up from 19% in last year's survey.

Overseas companies saw significant increases in RMB bond investment, cross-border cash management,
and cross-border direct investment in East Asia; in Europe, especially the UK, the use of RMB by overseas
companies also increased notably.

Fls also increased their use of RMB significantly, particularly in East Asia and Europe, including the UK, with
RMB cross-border cash management and foreign exchange transactions rising significantly in these two
regions.

In 2023, offshore RMB deposits remained largely stable across different respondents, with 46% of overseas
companies reporting an increase in offshore RMB deposits. Chinese companies and Fls were more optimistic
about 2024, expecting further growth in offshore RMB deposits.

Hong Kong remains the primary offshore RMB centre for cross-border transactions, with 36% of overseas
companies, 42% of Chinese companies, and 37% of FIs choosing Hong Kong as their first choice. The
proportion choosing the UK as a trading centre increased significantly as compared to last year's results,
followed by Singapore.
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‘ The UK is playing an increasingly important role in the RMB financial
{ market

Survey results shows that China-UK related respondents exhibited a diverse range of uses for RMB cross-
border products. While their participation in RMB cross-border trade settlement was slightly lower than the
overall survey level, they had higher participation in offshore RMB financing, cross-border investment, and
foreign exchange transactions.

China-UK related Chinese companies showed significantly higher participation in cross-border investment
and financing activities and RMB foreign exchange transactions than the overall level. 46% of companies
participated in RMB cross-border bond and stock investment, 45% in offshore RMB financing, and 54% in
foreign exchange transactions, all exceeding the overall level. China-UK related overseas companies had
higher participation in offshore RMB financing and wealth management as compared to the overall level.

‘ Free Trade Agreements, local currency settlement, and capital market
{ liberalisation are key factors influencing RMB internationalisation

In 2023, the continued growth in the international use of RMB was driven by multiple factors. Surveyed
institutions identified Free Trade Agreement (FTAs), particularly the Regional Comprehensive Economic
Partnership (RCEP), as key drivers, with 60% of Chinese companies and 64% of overseas companies selecting
this factor.

Overseas companies (88%) and Fls (74%) showed greater readiness to use the digital RMB (e-CNY), while
Chinese companies were more cautious, with 52% of Chinese companies expressing willingness to use the
digital RMB.

The main challenges facing RMB internationalisation include geopolitical tensions, RMB exchange rate
fluctuations, and uncertainty in regulatory policies. Confidence in China's economic outlook has improved
among overseas companies and Fls, with the number of institutions citing China's economic outlook as a
source of uncertainty for RMB falling sharply as compared to last year's results.
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Emerging trends and highlights of
RMB internationalisation

1.1 The policy framework for cross-border RMB business continues to
improve

As the RMB is more widely used in cross-border transactions, its international status and global influence
continue to expand. The People's Bank of China (PBOC) has focused on facilitating investment and has
continuously improving the policy framework for cross-border RMB business, creating a more favorable and
convenient market environment for domestic and foreign entities to hold and use RMB.

In January 2023, the PBOC and the Ministry of Commerce jointly issued the "Notice on Further Supporting
Foreign Economic and Trade Enterprises in Expanding the Use of RMB for Cross-Border Transactions to
Facilitate Trade and Investment,” which further facilitates the use of RMB in cross-border trade and investment,
better meeting the market needs of foreign economic and trade enterprises for transaction settlement,
investment and financing, and risk management.

In May 2023, the PBOC and the State Administration of Foreign Exchange (SAFE) launched a pilot programme
in Beijing, Guangdong, and Shenzhen to optimise and upgrade policies for the centralised operation and
management of cross-border funds in both local and foreign currencies for multinational corporations. This
provides multinational companies with greater operational flexibility in cash management. In the same month,
"Swap Connect," linking the Mainland's and Hong Kong's interest rate swap markets, was officially launched,

offering global investors a new tool to hedge interest rate risks in China's onshore bond market.

In July 2023, the PBOC and SAFE decided to raise the macro-prudential adjustment parameter for cross-border
financing of enterprises and Fls from 1.25 to 1.5, increasing liquidity in the domestic foreign exchange market
and indirectly stabilising market expectations for the RMB.

In September 2023, the PBOC successfully issued RMB 15 billion ($2.1 billion) of six-month central bank bills in
Hong Kong, with an interest rate of 3.38%, the highest on record for such bills in Hong Kong for the same term.
This rate marked an increase of 1.14 percentage points as compared to the same-term bills issued in June
2023, which have a rate of 2.24%. By issuing RMB bonds and bills in the offshore market to adjust the offshore
RMB yield curve, the PBOC effectively managed foreign exchange market expectations and stabilised the
offshore RMB exchange rate.

In the same month, the PBOC, National Administration of Financial Regulation, China Securities Regulatory
Commission, SAFE, Hong Kong Monetary Authority (HKMA), Hong Kong Securities and Futures Commission
(SFC), and the Monetary Authority of Macao decided to further enhance the pilot scheme of Cross-boundary
Wealth Management Connect in the Guangdong-Hong Kong-Macao Greater Bay Area.

In November 2023, the PBOC signed or renewed bilateral local currency swap agreements with the Saudi
Arabian Monetary Authority (SAMA) and the central bank of the United Arab Emirates (UAE), of RMB 50 billion
($7.1 billion) and RMB 35 billion ($4.9 billion), respectively.

Amid challenging global economic environment, these measures highlight the PBOC's determination to
maintain the RMB exchange rate at a reasonable and balanced level and its confidence in promoting RMB
internationalisation.
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1.2 China further enhanced financial market liberalisation and connectivity

In 2023, China made notable advances in financial market liberalisation and connectivity, strengthening the integration
of its domestic markets with global financial systems. These advancements were characterised by several key initiatives
aimed at expanding access to Chinese financial infrastructure and enhancing cross-border financial transactions.

A significant development was the improvement in the Panda Bond “ framework. In December 2022, the PBOC and
the SAFE jointly issued the "Notice on Matters Related to the Management of Funds Raised by Overseas Institutions
Issuing Bonds in China." In September 2023, the National Association of Financial Market Institutional Investors issued
the "Notice on the Pilot Work of Optimising the Pricing and Allocation Mechanism for Bonds Issued by Overseas
Institutions." These initiatives have provided greater flexibility for foreign issuers, making Panda Bonds more attractive.
The issuance volume of Panda Bonds tripled from RMB 50 billion (§7.1 billion) in 2022 to over RMB 150 billion ($21.1
billion) in 2023, reaching a record high. In the first half of this year, 57 new Panda Bonds were issued by foreign entities,
worth RMB 105.5 billion (514.9 billion). The number and size of total issuance increased by 39% and 49.3%, respectively,
as compared to the same period last year, marking the highest issuance levels for the same period in history and
reflecting the growing interest of foreign capital-raising in Panda Bonds.

Additionally, in February of this year, the PBOC issued the "Notice on Matters Related to Over-the-Counter
(OTC) Business in the Interbank Bond Market," which officially took effect on 1 May, 2024. In addition to further
expanding the range of bonds available for OTC investment, the notice also clarified for the first time that foreign
investors, who are permitted to enter the interbank bond market, can now invest in domestic bonds through OTC
channels. The openness of China's bond market is accelerating, as it further integrates with international markets.

In addition to the bond market, the stock market has also been opened. The Stock Connect programme, which links
the Hong Kong, Shanghai, and Shenzhen stock exchanges, also underwent notable enhancements. In April 2023, the
optimised trading calendar of Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock Connect was
officially launched. Aligning trading days between these markets increases accessibility for cross-border trading.
The combined turnover through Stock Connect exceeded RMB 25 trillion® ($3.5 trillion) in 2022, and turnover in 2023
surpassed RMB 30 trillion @ ($4.2 trillion), underscoring the programme's expanding role in connecting mainland
China's stock markets with global investors. The Shenzhen Stock Exchange further promoted the internationalisation
of Chinese companies by encouraging the issuance of global depository receipts (GDRs) overseas. By the end of 2023,
over 20 Chinese companies had issued GDRs in Europe, raising more than $ 4 billion. This initiative enhanced the global
presence of Chinese firms.

Building RMB clearing capability in both offshore and onshore international financial centres plays positive role
in promoting China's high-level financial opening-up. Offshore RMB centres are crucial for providing liquidity and
investment opportunities in RMB outside of China. In recent years, offshore RMB business has developed rapidly
in hubs like Hong Kong, London, and Singapore. The total assets “ of the offshore RMB market grew from RMB
6 trillion ($845 billion) in 2022 to RMB 7.2 trillion ® ($1 trillion) by mid-2023. Onshore, one of the most important
tasks remains the promotion of the development of the Shanghai International Financial Centre. In 2023, the
International Monetary Fund (IMF)'s China Regional Centre was officially established, attracting more foreign Fls to
set up operations in Shanghai. By the end of 2023, the total number of licenced Fls in Shanghai had reached 1,771,
with foreign Fls accounting for over 30%.

Progress was also made in the completeness of financial infrastructure for RMB circulation. The Cross-border
Interbank Payment System (CIPS), a key platform for RMB transactions, saw increased membership and
transaction volumes. As of 2023, CIPS had over 1,400 participants from more than 100 countries, with daily
average transaction volumes reaching RMB 1.5 trillion (5211 billion), up from RMB 1.2 trillion ($169 billion) in 2022.
In December 2023, PBOC's issuance of RMB bank card clearing business licence to Mastercard and American
Express (AMEX) represented a significant move towards enhancing the international acceptance of the RMB.

(D Panda Bonds, RMB-denominated bonds issued by foreign entities in China, saw increased issuance due to a regulatory update allowing the
proceeds to be taken offshore. On September 28, 2005, international multilateral FIs were permitted for the first time to issue RMB-denominated
bonds in China. In line with international practice, the then Minister of Finance, Jin Renging, named these inaugural bonds "Panda Bonds."

(@ Source: HKEX 2022 Annual Report 3 Source: HKEX 2023 Annual Report

@ Include foreign central bank RMB reserves, offshore RMB deposits, bonds, loans, and investment funds. & Source: The Asian Banker



Emerging trends and highlights of RMB internationalisation | 9 |

1.3 Increased adoption of RMB in global payments and financing

The growing internationalisation of the RMB has been underscored by significant developments in global payments
and financing throughout 2023. According to SWIFT data, as of August 2024, the RMB accounted for 4.69% of total global
payments. RMB has maintained its position as the fourth largest payment currency globally for ten consecutive months since
November 2023, This prominence is indicative of the RMB's growing acceptance and usage in cross-border transactions.

RMB evolves to be a global payment currency with its share more than doubled since 2023

Figure 1.1 RMB's share in global payments
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The RMB surpassed the euro in November 2023, becoming the second-largest currency in global trade finance,
according to SWIFT. As of August 2024, the RMB's share of total global trade financing stood at 5.95%.

The increasing role of the RMB as a financing currency is also reflected in the utilisation of RMB currency swap
agreements by foreign central banks and the rise in cross-border RMB loans and bond issuances. As of August
2024, 42 central banks have participated in RMB swap line agreements, according to the PBOC.

According to HKMA, in 2023, the total amount of offshore RMB bonds issued in Hong Kong exceeded RMB 390
billion ® ($56 billion), representing a 35% increase as compared to 2022. Additionally, offshore RMB loans also
experienced robust growth, with the RMB loan balance in the UK reaching RMB 80 billion ($11.3 billion) by mid-2023,
marking a 12% year-on-year increase. During the same period, RMB loans in Hong Kong grew by 10% year-on-year.

1.4 Increased use of local currency in cross-border transactions

In recent years, the increasing use of local currencies in cross-border transactions reflects a notable shift in
global trade dynamics. A key driver of this trend is the role of BRICS, which are actively promoting local currency
arrangements. In 2023, the BRICS New Development Bank (NDB) further supported these arrangements by financing
projects in local currencies, facilitating smoother transactions and reducing exchange rate risks.

The trend of adopting local currencies extends to South America, with Brazil increasingly using the RMB for trade
settlements. Data from the central bank of Brazil shows that as of mid-2023, the RMB has maintained its position
as the second-largest in Brazil's foreign reserves, accounting for approximately 6.2%.

Supported by local currency settlement (LCS) agreements between China and various ASEAN countries, including
Thailand, Indonesia, Malaysia, and the Philippines, the use of local currencies in the ASEAN region has also
gained traction. By 2023, the volume of RMB-denominated cross-border settlements between China and ASEAN

countries reached RMB 5.3 trillion ($746 billion), marking a 10% year-on-year increase and nearly 25 times the
volume from a decade ago.

® Source: HKMA "The Hong Kong Bond Market in 2023”
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Special Column 1: Can RMB sustain its global adoption amid weakening
— economic condition back home

China's economy has been running steadily, with GDP growing by 4.8% year-on-year in the first three
quarters of 2024. Following the 20" Third Plenum and the Politburo meeting, the Chinese government
introduced a series of proactive policies, including measures to stabilise the real estate market and
stimulate consumer spending. The implementation of these measures has shown positive results,
contributing to a steady economic performance and an accumulation of favourable signals, thus laying
a solid foundation for advancing the internationalisation of RMB.

Amidst these uncertainties, there are many encouraging bright spots in the economy, with certain
sectors exhibiting resilience. Industries categorised as "new productive forces" continue to grow rapidly,
including robotics, batteries, electric vehicles, and other high-end manufacturing.

Additionally, China's export performance remains robust, with a 6.9% growth in the first half of 2024,
and an 8.7% rise in August alone. These figures reflect the resilience of China's exports, even in a slowing
global economy. This has been achieved by expanding trade and partnerships with Africa and Latin
America. In these transactions, the RMB is increasingly being used as a settlement currency. At the 2024
Forum on China-Africa Cooperation (FOCAC) Beijing Summit, China pledged to provide RMB 360 billion
of support to Africa over the next three years to support the "ten major partnerships”. This will promote
the use of the RMB in trade financing, investment, and financing fields in Africa, making Africa another
key development area for RMB internationalisation.

The internationalisation of the RMB is a long-term process, with international trade and cooperation
being key driving factors. The Belt and Road Initiative (BRI) and the Regional Comprehensive Economic
Partnership (RCEP) provide important support for this process. The use of the renminbi as a regional
trade settlement currency has steadily expanded, mainly concentrated in industries with frequent
bilateral trade such as manufacturing, infrastructure construction, and energy.

Beyond Africa, China's deepening ties with Latin America, including countries like Brazil, highlight the
RMB's growing presence in bilateral trade and infrastructure projects.

Recently, China launched series of active monetary and fiscal policies to support domestic economy.
With monetary easing and stimulus fiscal policies taking effect, they are expected to boost market
confidence and drive consumption and investment, and the market expects China's economy to
stabilise and rebound in the second half of the year.

From a global perspective, RMB internationalisation will likely continue benefiting from China's policy
adjustments, international collaborations, and the growing demand for Chinese products and services,
increasing the RMB's share in global trade and reserves. In the long term, the RMB's global footprint will
expand steadily as China's economy stabilises and recovers.
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Status, impact and changes of
RMB in cross-border payments

In this report, unless explicitly mentioned, “Chinese Mainland” is simply referred to as "China." The
terms “offshore” and “overseas” refer to Hong Kong, Macau, Taiwan, and the rest of the world, while
“onshore” refers to Chinese Mainland.

Despite increasing uncertainties in the global macro environment, the international use of RMB has continued
its upward trend in 2023, with RMB exchange rate remaining relatively stable. According to the most recent data,
the total volume of RMB-based cross-border payments has reached RMB 52.3 trillion($7.4 trillion) ” by the fourth
quarter of 2023, representing a year-on-year growth of 24.1%. According to SAFE, in July 2023, RMB payments
surpassed 50% © of all cross-border payments in China, while the percentage remained stable at 49% during 2022.

The latest results from this year's survey reveal that the adoption of RMB-based cross-border products has
shown significant growth in 2023. Beyond traditional trade settlement, RMB-based cross-border direct
investment also saw notable increases, while RMB cash management emerged as the fastest-growing RMB
product.

The growth was especially pronounced in cross-border investments in bonds and stocks. Furthermore,
offshore RMB financing gained traction, particularly among overseas companies and Fls. The survey also
indicated a significant rise in RMB deposits and wealth management outside China.

2.1 Use of RMB-based cross-border products

According to this year's survey, the use of cross-border RMB products has shown significant growth, reflecting
the evolving preferences of global companies and Fls. While trade settlement remains the core product across
all categories, the use of other RMB products has also seen notable increases.

For Chinese companies, RMB cross-border trade settlement, RMB cross-border cash management, and RMB
trade financing are the most widely adopted products, with usage rates of 78%, 51%, and 50%, respectively.
Notably, RMB cross-border investment and financing have grown rapidly, with cross-border RMB bond and
stock investments increasing from 30% and 28% in last year's survey to 37% this year, and offshore RMB
financing rising from 26% to 35%. Cross-border RMB direct investment has also seen a significant increase,
up by five percentage points from last year's results. Other RMB products have experienced varying degrees of
growth: offshore RMB deposits slightly increased from 24% to 26%, offshore RMB wealth management grew
from 21% to 26%, offshore RMB collection and payments rose from 24% to 32%, and RMB-based currency
exchange transactions grew from 44% to 47%.

Among overseas companies, RMB cross-border cash management has become the most widely adopted product,
surpassing RMB trade settlement, with a usage rate of 64%, up by six percentage points from last year's results.
Similar to Chinese companies, overseas companies have significantly increased their use of RMB cross-border
investment and financing, with the share of RMB cross-border bond and stock investments at 61% and 52%, as
compared to last year's survey results of 51% and 41%. Likewise, the share of offshore RMB financing increased

@ Source: PBOC

(® Source: SAFE "Banking customer cross-border receipt and payment report”
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from 35% in last year's survey to 48% this year. Cross-border RMB direct investment increased by three percentage
points from last year's results. Along with the rise in cross-border RMB transactions, the demand for offshore RMB
deposits and wealth management among overseas companies has also steadily increased, with the share of
companies choosing these two products at 43% and 37%, up by 8 and 14 percentage points, respectively, from
last year's results. Additionally, the use of RMB for offshore payments has grown significantly, increasing by 16
percentage points from last year's 22%. The only slight decline as compared to last year's results was in the use of
trade financing, which fell from 50% to 47%.

For FIs, RMB cross-border trade settlement and cash management are the most popular products, adopted
by 66% and 65% of respondents, respectively. Notably, FIs have strongly promoted RMB cross-border cash
management products, with the adoption rate increasing by 12 percentage points from last year's results.
Similar to the corporate segment, Fls have also seen a significant increase in the use of RMB cross-border
investment and financing, with the share of RMB cross-border bonds, stocks, and direct investment at 54%,
49%, and 55%, respectively, up by 11, 14, and 8 percentage points from last year's results. The use of offshore
RMB financing has risen from 33% in last year's survey to 47% this year. The usage of other RMB products has
remained largely consistent with last year's results.

All respondents saw a significant increase in the use of RMB for cross-border
investment and financing than last year survey results

Figure 2.1 Use of RMB cross-border products and services
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Source: TABInsights
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Special Column 2: The role of e-CNY in facilitating convenience for foreigners
— coming to China

China's shift towards a cashless society has significantly streamlined payments for local residents and
businesses. For foreigners, however, navigating the country's sophisticated mobile payment systems
has become a hurdle when visiting and travelling in China. Starting in March this year, China introduced
a series of measures to facilitate payments for foreigners, simplifying identity authentication procedures
and increasing the transaction limit for foreigners' mobile payments in China by five times. Data from
the PBOC showed that during the first half of this year, over 5 million foreign visitors used mobile
payments such as Alipay and WeChat Pay, four times the number during the same period last year, with
both transaction volume and amounts increasing sevenfold year on year.

Although still in the pilot phase, the e-CNY is set to further enhance convenience for foreign visitors
by lowering transaction costs and mitigating currency exchange risk. Like other digital wallets, e-CNY
enables foreign visitors to complete onboarding and open a digital wallet simply using a foreign
mobile phone number. Foreigners can fund their e-CNY wallets with international credit or debit cards.
Compatibility with major payment platforms like WeChat Pay and Alipay enhances the user experience,
making e-CNY ubiquitous across China's mobile payment ecosystem.

One of the standout advantages of using e-CNY over other payment methods is the reduction in
transaction costs. Foreign visitors often face hefty fees when using credit or debit cards abroad,
including foreign transaction fees that can range from 1% to 3% per transaction. Additionally,
currency conversion fees can apply, resulting in a less favourable exchange rate. In contrast, e-CNY
transactions typically incur lower fees, as the system is designed to facilitate direct transactions without
intermediaries, making it a more economical option for tourists.

Foreign exchange risk can be a significant concern for travellers, particularly when relying on traditional
payment methods that involve currency conversion. Fluctuating exchange rates can lead to unexpected
costs, especially for larger purchases or extended stays. e-CNY, being a digital currency backed by the
Chinese government, could help foreign visitors manage foreign exchange risk. Foreign tourists could
lock in the exchange rate in advance through the prepaid feature (top-up with a foreign bank card) of
the digital RMB wallet, and subsequent transactions are conducted in RMB, the local currency, allowing
tourists to know precisely how much they are spending without worrying about conversion rates or
additional charges.

In May 2024, the e-CNY pilot programme was expanded to Hong Kong, a key step in its push for the
internationalisation of e-CNY. The pilot allows Hong Kong residents and visitors to use e-CNY through
the region's Fast Payment System (FPS), offering interoperability between Mainland China and Hong
Kong's payment infrastructures. This development holds significant implications for cross-border
commerce and tourism, as e-CNY enables seamless transactions between the two regions.

For foreign visitors, this integration simplifies their experience in both Hong Kong and Mainland China.
This pilot further strengthens China's broader strategy to promote RMB internationalisation, offering a
glimpse of how e-CNY might facilitate easier transactions for international travellers in the future.

In the long term, as more countries explore digital currency, e-CNY could act as a stepping stone
in expanding the RMB's influence in global trade and finance, facilitating smoother international
transactions for tourists and businesses alike. This could benefit both foreign visitors and local
businesses through reduced costs and enhanced payment experiences.
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2.2 Use and status of RMB in cross-border trade

The continuous development of cross-border trade in RMB contributed to its high level of usage in 2023. The
latest survey data shows that 92% of overseas companies, 79% of Chinese companies, and 82% of Fls reported
an increase or steady use of RMB in cross-border trade settlement, up by 1, 4 and 5 percentage points,
respectively, from last year's results. The proportion of institutions reporting a decrease in RMB usage has
declined as compared to last year.

The use of RMB in cross-border trade by surveyed institutions and corporations
remained high in 2023

Figure 2.2 Change in use of RMB-based cross-border trade settlement
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All respondents' expectations for 2024 remain positive. 53% of Chinese companies and 57% of Fls indicated
plans to further increase their use of RMB in cross-border trade, while one-third of overseas companies (31%)
expect their usage to remain unchanged.

53% of Chinese companies and 57% of Fls indicated plans to further increase
their use of RMB in cross-border trade

Figure 2.3 Expected change in use of RMB-based cross-border trade settlement
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The survey results reveal increased levels of adoption of RMB in cross-border trade settlement increased across
different categories of institutions. For 2023, the majority of overseas companies (32% and 21%) indicated that
RMB accounted for 21% to 40% and 41% to 60% of their total cross-border trade settlements, as compared to
18% and 15% in last year's survey. Meanwhile, the proportion reporting that RMB accounted for less than 10%
of their cross-border trade settlements decreased from 28% last year to 12% this year.

Similarly, Chinese companies reported a further increase in the proportion of RMB in their trade settlements as
compared to last year. Specifically, 27%, 35%, and 21% of companies indicated that RMB accounted for 11% to
20%, 21% to 40%, and 41% to 60% of their total cross-border trade settlements, respectively, two, five and two
percentage points higher than last year's results. The proportion reporting that RMB accounted for less than 10% of
their settlements decreased by six percentage points as compared to last year's results.

For Fls, the highest proportions were reported in the 11% to 20% and 21% to 40% ranges, at 32% and 35%,
respectively, 6 and 14 percentage points higher than last year's results. The proportion of institutions reporting
that RMB accounted for less than 10% of their settlements dropped significantly to 12%, down 14 percentage
points from last year's results.

The adoption of RMB in cross-border trade settlements increased across various
categories of institutions in 2023

Figure 2.4 Proportion of RMB-denominated cross-border trade settlements
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The expectations of all respondents suggest that the use of RMB in trade settlements will likely expand further.
Overseas companies anticipate a slight shift towards higher adoption, with 33% expecting RMB to account
for 21% to 40% of their trade settlements, and 27% expecting it to constitute between 41% to 60%. Chinese
companies and Fls are similarly optimistic, with 30% and 33% of each group, respectively, projecting that
RMB will account for between 21% to 40% of their cross-border trade settlements in 2024. Notably, the higher
adoption rates of RMB, between 41% and 60%, as well as 61% and 80% of total cross-border trade settlement,
are expected to rise, particularly among Chinese companies and Fls, indicating a further usage of the RMB in
international trade.

The use of RMB in trade settlements is likely to expand further in 2024

Figure 2.5 Expected proportion of RMB-denominated cross-border trade settlements

40%
30%

20%
1096 .
o | -

0% 1-10%  11-20%  21-40% 41-60% 61-80%  81-100%

Financial institutions m Chinese companies m Overseas companies
Source: TABInsights



| 16 | Renminbi Internationalisation Report 2024

A critical aspect of RMB adoption in cross-border trade is the use of the RMB in contracts. In 2023, more Chinese
companies used RMB denominated contracts than overseas companies, which is represented in higher adoption
brackets of between 41% and 60% of total, 21% of Chinese companies chose so, as compared to 14% for overseas
companies. 35% of Chinese companies reported RMB-denominated contracts of between 21% and 40%, seven
percentage points higher than last year's results. For overseas companies, the adoption rate has also increased.
36% of overseas companies reported RMB-denominated contracts of between 21% and 40% of their total contracts,
significantly higher than 20% in last year's results.

Chinese companies still use more RMB-denominated contracts than overseas
companies

Figure 2.6 Proportion of RMB denominated contract in cross-border transactions
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For 2024, expectations point towards a continuation of this trend, with 33% of overseas companies and 30% of
Chinese companies anticipating that RMB will make up between 21% and 40% of their contracts. And another
33% of overseas companies and 30% of Chinese companies expect it between 41% and 60%. These figures
reflect the increasing preference for using RMB in formal trade agreements, which could have positive impact
on the further adoption in cross-border trade settlement.

33% of overseas companies and 30% of Chinese companies anticipate that RMB will
account for 41% to 60% of their contracts in 2024

Figure 2.7 Expected proportion of RMB denominated contract in cross-border transactions
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When asked about the reasons for using RMB in cross-border trade settlements, 65% of overseas companies
attributed it to the potential of obtaining better rates from suppliers. The desire to reduce foreign exchange
risks is another significant driver, with 60% of overseas companies citing it. For Chinese companies, the main
reason is different from overseas companies, 72% of Chinese companies stated lower forex risk, followed
by reduction in cost and improvement in pricing capabilities and getting better rates from suppliers, both
accounting for 59%. Additionally, using RMB to gain more business is also an important factor, particularly
among overseas companies, with 61% of respondents identifying it as a motivation.

72% of Chinese companies reported reducing forex risk by using RMB in cross-
border trade settlements

Figure 2.8 Main reasons for using RMB in cross-border trade settlement transactions
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2.3 Use and status of RMB in cross-border direct investments

As of 2023, China's outbound foreign direct investment (FDI) continues to be substantial. By the end of 2023,
Chinese enterprises' total outbound FDI reached RMB 21.2 trillion® ($3 trillion). This represents a mild increase
from 2022 year end's RMB 20.4 trillion ($2.9 trillion) driven by China's ongoing expansion of two-way opening
up, particularly in sectors such as leasing and business services, wholesale and retail, manufacturing, and
finance. Data from the Ministry of Commerce shows that nearly 80% of China's outbound FDI in 2023 was
directed towards these four sectors.

This year's survey results shows that 44% of overseas companies reported an increase in their use of RMB in
cross-border direct investments, down from last year's 52%. Notably, 12% of overseas companies reported a
reduction, which is three percentage points higher than last year.

Similarly, Chinese companies were more cautious. In 2023, 30% of surveyed Chinese companies reported
an increase in RMB usage for cross-border direct investments, down from 37% in last year's survey, while
28% reported no change. 29% of Chinese companies reported a reduction in RMB-based cross-border direct
investments, higher than last year's 23%.

Fis presented a mixed but generally positive outlook. In 2023, 44% of Fls indicated an increase in RMB use for
cross-border direct investments, two percentage points higher than last year's results. However, 20% of Fls
reported a reduction, increased from 17% in previous year's survey.

(® Source: "2023 China Outbound Direct Investment Statistical Bulletin" by the Ministry of Commerce, the National Bureau of Statistics, and the
State Administration of Foreign Exchange
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Institutions report reduced use of RMB in outbound investments increased in 2023

Figure 2.9 Change in use of RMB-based cross-border direct investments
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In 2024, expectations remain cautious. Among overseas companies, 42% expect to increase their use of RMB
for cross-border direct investments, while 40% anticipate no change. The proportion expecting a reduction is
13%.

For Chinese companies and Fls, the outlook is positive, with 32% of Chinese companies anticipate an increase
in RMB usage, 27% expect no change, and 26% predict a reduction. Similarly, 44% of Fls forecast an increase in
RMB use, 29% expect stability, and 19% predict a decrease.

Expectations for using RMB in cross-border direct investment in 2024 remain
cautious

Figure 2.10 Expected change in use of RMB-based cross-border direct investments
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When asked about the destination markets for RMB-based cross-border direct investments, 35% of overseas
companies reported that China remains their primary market for RMB-based investments, unchanged from
last year's results. East Asia, including Hong Kong, Macau, and Taiwan region, is also a significant destination,
with 22% of overseas companies choosing it, up from 18% in last year's survey. Notably, the UK has emerged
as a popular destination for overseas companies this year, rising significantly from 5% to 19%. South and
Southeast Asia follows at 13%, showing consistent interest.
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Chinese companies demonstrated a significant shift in their investment destinations as compared to last year, focusing on
the European Union (EU) and the UK. 16% and 22% of Chinese companies chose the EU and the UK as their investment
destinations this year, up from 12% and 5%, respectively, in last year's survey. The proportion of Chinese companies
investing in East Asia has increased slightly, while investments in South and Southeast Asia have seen a minor decline. East
Asia remains an important destination for Chinese companies, with 18% choosing it, an increase of four percentage points
from last year's results. South and Southeast Asia decreased slightly from last year's 13% to 10% this year.

For Fls, China is the leading choice at 32%, followed by the UK at 29%, which is up from 7% in last year's survey. East
Asia comes next at 23%, with South and Southeast Asia and Europe both at 12% and 17%, respectively.

The UK is emerging as a significant destination for direct investment, chosen by 29% of Fis

Figure 2.11 Key destinations for RMB-based cross-border direct investments
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2.4 RMB cross-border payment and settlement

This year's survey results demonstrate that both CIPS and SWIFT remain critical components of the RMB cross-
border payment infrastructure used by Fls, with a slight shift towards direct use of CIPS. In 2023, the majority of
Fls conducted between 11% and 40% in RMB settlements through these two channels, where CIPS and SWIFT
were used for 57% and 58%, 17 and 12 percentage points increase from last year's results respectively. 19% of
FIs used CIPS for more than 40% of their RMB settlements, while a sightly more 21% used Swift for the same,
both are slightly lower than last year's results.

There is a slight shift among Fls towards the direct use of CIPS for conducting RMB cross-
border payments

Figure 2.12 Percentage of RMB cross-border transaction done through CIPS, SWIFT by Fls
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Status, impact and changes in
RMB financial market

3.1 Changes in RMB financial market

In 2023, China made strides in financial market liberalisation, continuing to open its markets to global investors
and enhancing cross-border financial connectivity. Key initiatives included improvements to the Panda Bond
framework and further integration of the Stock Connect programme. By the end of 2023, foreign investors held
approximately RMB 3.7 trillion ($521 billion) in Chinese bonds and about RMB 2.8 trillion (5394 billion)in Chinese
stocks, strengthening China's status as the world's second-largest financial market for both bonds and stocks.

Survey results indicates that 33%, 24% and 13% of FIs reported holding between 11% and 20%, 21% and 40%
and 41% and 60% of their total portfolios in RMB bond, which is eleven, nine and three percentage points
higher than last year's results, while 30%, 24% and 15% reported similar holdings for RMB stock, five, ten and
five points higher than last year's results.

FIs demonstrated increased holdings in RMB-denominated bonds and stocks in 2023

Figure 3.1 Percentage of RMB denominated bond and stock to total holdings of bond and
stock portfolio by Fls
40%
35%
30%

25%

20%

15%

10% I

5%

0% = | | —

0%-1% 1-10% 11-20% 21-40% 41-60% 61-80% 81-100%
= Bond m Stock

Source: TABInsights

The increase in exposure to RMB assets is expected to continue into 2024

Figure 3.2 Expected percentage of RMB denominated bond and stock to total holdings of
bond and stock portfolio by Fls

45%
40%
35%
30%

25%

20%

15%

10% I I

y il

0% — e I

0%-1% 1-10% 11-20% 21-40% 41-60% 61-80% 81-100%

= Bond B Stock
Source: TABInsights



Status, impact and changes in RMB financial market | 21 |

The increase in exposure to RMB assets is anticipated to continue into 2024. A significant 73% of FIs expected their
holdings of RMB bonds account over 20% of their total bond portfolios, marking a 23 percentage point rise from
2023. Similarly, 67% of Fls expect their holdings of China A shares account over 20% of their stock portfolios in 2024,
representing a 15 percentage pointincrease.

3.2 Development in RMB financing

In 2023, the use of RMB cross-border financing products gained traction among Fls, with overseas Fls in particular
expanding their share of RMB financing. 45% overseas Fls reported that RMB financing accounted for between 10% and
30% of their total financing, while 35% had over 30% of their financing in RMB, reflecting an increased demand of RMB
financing in cross-border transactions. Chinese Fls in general has higher adoption of RMB cross-border financing, with
59% of them between 10% and 30% of their financing in RMB, 14% have over 30% of their financing in RMB.

Overseas Fls in particular expanded their share of RMB financing in 2023
Figure 3.3 Percentage of RMB-based financing for Fls

60%

50%

40%

30%

20%

10% I .
0% <10% 10%-~30% >30%

m Chinese Fls mQOverseas Fls

Source: TABInsights

Geographically, China remained the most significant market for RMB cross-border financing, with 27% of surveyed Fls
indicating China as the key market for RMB financing, up from 17% last year. Notably, the UK experienced rapid growth in
RMB cross-border financing in 2023, with 24% of Fls reporting that the UK is also a major market for RMB financing, over
three times the figure from last year's survey. Other traditional key markets for RMB financing included East Asia (17%),
South and Southeast Asia (11%), and the EU (17%), which remained relatively stable as compared to the previous year's
results of 16%, 13%, and 13%, respectively, demonstrating a broader usage of RMB financing across different regjons.

The UK experienced rapid growth in RMB cross-border financing in 2023
Figure 3.4 Key markets for RMB based cross-border financing for Fls
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In 2023, the increased use of RMB financing continued among both Chinese and overseas companies, with the
majority of RMB financing falling within the 10% to 30% range. Both groups reported increased adoption of
RMB in trade financing. 30% of Chinese and overseas companies reported having over 30% of their financing
in RMB for trade financing, up from 27% and 21%, respectively, in last year's survey.

More specifically, bond issuance remained the most common method for overseas companies to finance
in RMB, with 31% reporting that over 30% of their RMB financing were in bonds and certificates of deposits
(CDs), slightly lower than the 34% reported last year. The use of loans for RMB financing also increased among
overseas companies, with 54% and 18% reported that RMB loans made up 10% to 30% and above of their total
loans, two and one percentage point increased as compared to last year's results.

Among Chinese companies that reported between 10% and 30% of their financing in RMB, 60% were for loans,
46% were for trade financing, and 46% for bonds and CDs in 2023. This marked increases of five and one
percentage point for RMB loans and trade financing, respectively, while bond and CD saw a 1 percentage point
decrease from the previous year's results. For those with over 30% of their total financing in RMB, 15% were
RMB loans and 22% were bonds, the same as the previous year's survey.

Both Chinese and overseas companies reported increased adoption of RMB for
trade financing in 2023

Figure 3.5 Percentage of RMB-based Figure 3.6 Percentage of RMB-based
financing for overseas companies financing for Chinese companies
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The primary motivations for using RMB-based financing among these companies included lower interest rates as
compared to other markets, anticipated RMB inflows for loan repayment, and the depreciation of the RMB against the US
dollar. Specifically, 77% of overseas companies cited lower interest rates as the main reason for opting for RMB financing,
while 76% of Chinese companies highlighted future RMB inflows as a critical factor. The depreciation of the RMB against
the US dollar was also a notable reason, mentioned by 63% of overseas companies and 35% of Chinese companies.

T7% of overseas companies cited lower interest rates as the primary reason for
opting for RMB financing

Figure 3.7 Main reason to use RMB financing by companies
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Special Column 3: The current status and prospects of RMB cross-border cash
— pooling business for multinational corporations

As multinational corporations (MNCs) expand their investments in China and generate substantial cash
flow from their China operations, managing cross-border working capital has become increasingly
important. Cross-border RMB cash pooling allows MNCs to centralise their cash management,
improving transparency over the use of funds by their subsidiaries, optimising capital allocation,
reducing idle cash, and enhancing corporate liquidity. With real-time cash management tools, treasury
teams can monitor cash flows, manage foreign exchange (FX) and interest rate risks, and make informed
financial decisions.

As China gradually relaxes restrictions on cross-border capital flows, automated two-way cross-border
transfers and other advanced mechanisms have emerged to help MNCs meet various cash management
needs, enabling companies to manage cash flows more efficiently.

The People's Bank of China (PBOC) and the State Administration of Foreign Exchange (SAFE) launched
a pilot programme for cross-border cash pools in 2021, simplifying cross-border cash management for
MNCs in Beijing and Shenzhen. By integrating RMB and foreign currency funds, the programme allows
funds to be transferred between domestic and overseas subsidiaries. During the initial phase up to July
2022, the pilot programme had completed nearly $50 billion (RMB 351.6 billion) in cross-border fund
transfers.

In July 2022, the pilot was expanded to include more companies in additional provinces and cities,
such as Shanghai, Guangdong, Shaanxi, Zhejiang, Qingdao, and Ningbo. The scope of the pilot was
also enriched, allowing MNCs in China to centralise the management of domestic and foreign currency
transactions, including the receipts and payments of their overseas subsidiaries. This setup enables
Chinese parent companies to handle funds generated from trade with their overseas listed companies
and foreign trading partners.

In May 2023, the PBOC and SAFE further eased regulations on cross-border cash operations, granting
MNCs greater flexibility in cash management. MNCs are now allowed to optimise their capital structures
based on specific financial needs and market conditions. Under macro-prudential policies, MNCs
can independently decide the ratio of foreign debt to offshore loans. By leveraging this policy, MNCs
can adjust cash reserves across borders within the company to reduce unnecessary financing costs.
Currently, this policy applies only to MNCs operating in Beijing, Guangdong, and Shenzhen.

Since the pilot programme was launched, more MNCs with substantial business in China have engaged
in cross-border RMB cash pooling, leading to a significant increase in the number and settlement
amounts of these cash pools. According to data released by the PBOC, by the end of 2022, the number
of cross-border RMB cash pools had increased to 3,512, up from 2,611 in 2020. In the first nine months
of 2023, the settlement amount for cross-border RMB cash pools reached $650 billion (RMB 4.6 trillion),
the same amount as the whole of 2022.

In summary, by leveraging the flexibility of cross-border RMB cash pool policies and systems, MNCs
can more efficiently centralise and allocate their RMB funds, reducing external financing costs. In the
current global macroeconomic environment, where uncertainty is high, enhancing the controllability of
corporate liquidity management is especially crucial.

Looking ahead, as more companies adopt cross-border RMB cash pools, RMB liquidity in global markets
will be enhanced, which is critical to the further internationalisation of the RMB.



| 24 | Renminbi Internationalisation Report 2024

3.3 Developments in RMB currency exchange transactions

The RMB has solidified its position as a key currency in global foreign exchange (FX) markets. According to the
latest data from SWIFT, the RMB maintained its status as the fifth most actively traded currency in the global FX
spot market in August 2024, accounting for 7.5% of the global total, up from 5.8% at the end of 2023.

This year's survey results indicated that RMB currency exchange is gaining significant international traction. 88%
of overseas companies, 73% of Chinese companies, and 77% of Fls surveyed expressed that they have increased
or maintained their use of the RMB for FX transactions, representing increases of 1, 4 and 2 percentage points,
respectively, from the previous year's results.

The majority of surveyed institutions expressed that they have increased or
maintained their use of the RMB for FX transactions

Figure 3.8 Change in RMB-based currency transactions
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Expectations remain positive for 2024, with 54% of overseas companies, 48% of Chinese companies, and
49% of Fls anticipating an increase in RMB currency transactions. A smaller percentage expect a reduction
in usage, including 9% of overseas companies, 22% of Chinese companies, and 16% of Fls.

Half of the surveyed institutions anticipate an increase in RMB FX transactions in 2024

Figure 3.9 Expected change in RMB-based currency transactions
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3.4 Developments in RMB-denominated derivative market

In 2023, developments in the RMB-denominated derivative market underscored the increased emphasis
on managing currency exposure amid evolving global financial dynamics. Survey results reveal that 64% of
overseas companies and 58% of Fls have engaged in hedging their RMB exposure, reflecting a notable rise
from the previous year's figures of 62% and 55%, respectively. Similarly, 55% of Chinese companies reported
using various hedging instruments, up from 52% in the previous year's survey.

More than half of overseas companies and Fls have hedged their RMB exposure
Figure 3.10 Hedge RMB exposure
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The favoured methods for hedging RMB exposure have shown some shifts. 66% of overseas companies
preferred natural hedging of assets and liabilities/leading and lagging of payments, followed closely by
offshore RMB (CNH) non-deliverable forwards at 62%. Meanwhile, 59% and 50% favoured offshore RMB (CNH)
spot markets and offshore RMB (CNH) deliverable forwards/swaps, respectively.

For Chinese companies, 66% preferred natural hedging of assets and liabilities/leading and lagging of
payments, and 63% prefer offshore RMB (CNH) deliverable forwards/swaps, as compared to 63% and 70% in
last year's survey.

Fls showed a preference for the offshore CNH spot market this year, with 53% choosing it, followed by natural
hedging and offshore RMB (CNH) non-deliverable forwards/swaps, both at 49%.

Natural hedging of assets and liabilities/leading and lagging of payments has evolved to be the
most favoured method for hedging RMB exposure by both Chinese and overseas companies

Figure 3.11 Preferred way to hedge RMB exposure
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Development of offshore RMB market

4.1 Use of RMB in regions outside China

In 2023, the use of the RMB by Chinese and overseas companies and Fls outside China changed significantly
as compared to 2022. East Asia (including Hong Kong, Macau, and Taiwan region) remained the primary
areas for RMB cross-border transactions. The RMB usage by Chinese companies in these regions has further
recovered as compared to 2022, with a noticeable increase in RMB activities by Fls, while the usage by overseas
companies remained relatively stable.

The region that saw the most significant changes in 2023 was Europe, including the UK, where Chinese
companies substantially increased their RMB activities, and overseas companies and Fls also experienced
varying degrees of growth. In 2023, the RMB usage among the three types of surveyed institutions in South
and Southeast Asia remained stable as compared to 2022. In North America and Latin America, RMB activities
increased as compared to 2022, while the usage in Central Asia, the Middle East, and Africa showed divergence.
Chinese companies experienced a notable decline in RMB usage in these regions, while overseas companies
and Fls saw steady increases.

Specifically, Chinese companies continued the upward trend in RMB usage in Europe from the previous
year's survey, with significant increases in the use of RMB foreign exchange transactions, cross-border cash
management, and cross-border RMB bond investments. Notably, RMB transactions by Chinese companies
in the UK grew rapidly in 2023, with the number of Chinese companies using RMB for cross-border trade
settlement increasing nearly five-folds as compared to 2022. Additionally, the percentage of Chinese
companies choosing the UK for offshore RMB wealth management rose from 19% to 67%. In South and
Southeast Asia, Chinese companies increased their RMB cross-border trade settlement and offshore RMB
financing by 3 and 4 percentage points, respectively, while their usage in cross-border RMB bonds, stocks, and
direct investment decreased by five, six and eight percentage points.

In 2023, the use of RMB by Chinese companies in Central Asia, the Middle East, and Africa showed a significant
decline as compared to 2022. In Central Asia, the percentage of Chinese companies using offshore RMB
financing dropped from 41% to 18%. In the Middle East, the proportion of Chinese companies engaged in RMB
FX transactions fell from 17% to 10%, and RMB collection and payment transactions by Chinese companies
in Africa decreased from 12% to 6%. With the Belt and Road Initiative, the RMB remains an important tool for
facilitating regional trade and investment, despite slight fluctuations.

In 2023, overseas companies significantly increased their RMB bond investments, cross-border cash
management, and cross-border RMB direct investments in East Asia, with respective shares of 25%, 24%, and
22%, representing increases of seven, eighth and three percentage points as compared to 2022. In Europe,
particularly in the UK, overseas companies also saw a notable increase in RMB usage, with 13%, 14%, and
12% of overseas companies indicating their use of RMB for cross-border trade settlement, bond investments,
and stock investments, up from 3%, 7%, and 6% in last year's survey. Specifically, 20% of overseas companies
reported using RMB in the UK for cross-border trade settlement, cash management, and bond investments, as
compared to just 4%, 4%, and 5% respectively from last year's results.

The use of RMB by Fls in East Asia and Europe, including the UK, increased significantly, while remaining stable
or slightly increasing in other regions. In East Asia, the percentage of Fls engaged in RMB cross-border cash
management rose from 14% in last year's survey to 27% this year. In the UK, the percentage of Fls engaged in
RMB cross-border trade increased from 6% last year to 36% in this year's survey, while RMB foreign exchange
transactions rose from 9% to 25% in the same period. Overall, the survey results indicate that, the application
of RMB outside of China is continuously growing, despite regional variations.
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Chinese companies continued the upward trend in RMB usage in Europe from
the previous year

Figure 4.1 The geographic distribution of RMB-based cross-border product and
service - Chinese companies
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Overseas companies significantly increased their RMB bond investments,
cross-border cash management, and cross-border RMB direct investments in
East Asia

Figure 4.2 The geographic distribution of RMB-based cross-border product and
service - overseas companies
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The use of RMB by Fls in East Asia and Europe, including the UK, increased significantly
Figure 4.3 The geographic distribution of RMB-based cross-border product and service - Fls

RMB-based cross-border trade settlement

RMB-based cross-border cash management

RMB-based trade financing

RMB-based cross-border direct investment

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

RMB-based cross-border investments in stocks

RMB-based currency exchange transactions

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

RMB-based wealth management outside China

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

0% 20% 40% 60% 80% 100%

East Asia(including Hong Kong, Macau and Taiwan region) = Central Asia = South/Southeast Asia

m Australia and New Zealand = EU " UK = NorthAmerica = Latin America = Middle East and GCC Africa

Source: TABInsights

4.2 Use of RMB offshore deposits

Offshore RMB deposits use was relatively stable among different respondent groups over the past year. In 2023, 46% of
overseas companies reported an increase in their use of RMB offshore deposits, consistent with the previous year's 47%,
despite the volatile RMB exchange rate and a lower interest rate environment. However, the percentage of overseas
companies reducing their RMB deposit holdings rose slightly from 10% in the previous survey to 12% this year. The
proportion of those maintaining their deposit levels stayed steady at 37%, mirroring the 38% recorded in last year's survey.

Among Chinese companies, the proportion of companies increasing their offshore RMB deposits increased from
27% in last year's survey to 30% this year, while those reducing their deposits increased from 27% to 28%. The
percentage of Chinese companies maintaining their deposits remained unchanged at 26%.

For Fls, the proportion of those increasing their RMB offshore deposits saw a significant increase from 29% in
previous survey to 39% this year, while those reducing their deposits was stable at 18%. The percentage of Fls
maintaining their deposit levels also rose from 25% in previous survey to 33% this year.

Offshore RMB deposits remained relatively stable in adoption among different
respondent groups
Figure 4.4 Change in use of RMB-based deposits outside China
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Expectations for 2024 suggest a continuation of the current trends. Overseas companies' expectations
remained stable, with 45% anticipating an increase in RMB deposits, slightly down from 46% in 2023. The
proportion of expecting no change increased from 37% to 39%, while those expecting a decrease remained at
12%.

In contrast, Chinese companies and Fls show a more optimistic outlook. 34% Chinese companies expected to
increase their RMB deposits, up from 30% in 2023, with 25% expecting no change and 27% expecting a reduction.
41% of Fls expected to increase RMB deposits, up from 39% in 2023, with 31% expecting no change and 19%
anticipating a decrease. These projections highlight a prevailing confidence towards overseas RMB assets.

Chinese companies and Fls show a more optimistic outlook on offshore RMB
depositin 2024

Figure 4.5 Expected change in use of RMB-based deposits outside China
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4.3 Development of offshore RMB wealth management market

In 2023, 32% of Chinese companies increased their use of offshore RMB wealth management products, as
compared to 24% in 2022. Meanwhile, 23% reduced their usage, slightly below 25% from the previous year's survey,
and 28% made no changes. For overseas companies, 47% increased their use of offshore RMB wealth management
products in 2023, slightly down from 49% in 2022. The percentage of those reducing usage was 11%, up from
10% in previous year's survey, and 37% maintained their usage. 38% of Fls increased their use, as compared to
29% in previous year's survey. The percentage of FIs reducing their usage stood at 19%, up from 16%, while 30%
maintained their usage.

In 2023, about one third of Chinese companies increased their use of offshore
RMB wealth management products

Figure 4.6 Change in use of RMB-based offshore wealth management
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Looking ahead to 2024, 32% of Chinese companies expected to increase their use of offshore RMB wealth
management products, unchanged from 2023. 31% expected no change, while 22% anticipated a reduction. 48%
of overseas companies expected to increase their use of offshore RMB wealth management products, up from 47%
in 2023. The proportion expecting no change remained at 37%, with 11% expecting a reduction. Among Fls, 29%
expected to increase their usage, down from 38% in 2023, 23% expected to reduce their usage, up from 19% in 2023,
and 28% expected no change.

Around half of overseas companies expected to increase their use of offshore
RMB wealth management products in 2024

Figure 4.7 Expected change in RMB-based offshore wealth management
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4.4 Status of key offshore RMB centres

In 2023, Hong Kong remained the leading offshore RMB centre for cross-border transactions, serving as the primary choice
for 36% of overseas companies, 42% of Chinese companies, and 37% of Fls.

The UK has been the second most prominent offshore RMB centre. In 2023, 35% of Chinese companies, 24% of overseas
companies and 30% of Fls selected the UK as their primary centre. This marks a notable rise from 6% among Chinese
companies, 12% among overseas companies, and 9% among Fls in previous year's survey.

Singapore remained a key offshore RMB centre, chosen by 7% of overseas companies, 6% of Chinese companies, and 7% of
Fls. The US was selected by 9% of overseas companies, 4% of Chinese companies, and 5% of Fls. Japan and Korea account
ed for smaller proportions, with overseas companies, Chinese companies, and Fls accounting for 6%, 1%, 3% and 4%, 1%,
and 3%, respectively. Taiwan region was chosen by 5% of overseas companies, 3% of Chinese companies, and 4% of Fls.

The UK has been the second most prominent offshore RMB centre in 2023
Figure 4.8 Key RMB offshore centre used by respondents
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Special Column 4: RMB Internationalisation and the role of London’ s
_—— financial centre

The process of RMB internationalisation started in earnest in 2009, when China launched the pilot
programme for cross-border trade settlement in RMB, with Hong Kong as a major actor. Singapore was
the second offshore RMB centre, created in 2011, followed closely by London. For some time, Singapore
was the second most liquid centre, but it lost its position as London caught up. The establishment of an
offshore RMB clearing bank in 2014 also helped London to entrench its position, as well as the Bank of
England stepping up the swap line with the PBoC to the equivalent of USD 350 billion, underscoring its
important role in promoting monetary and financial cooperation.

As the largest offshore RMB centre outside Asia, London is well-positioned with massive demand for
RMB transactions from European and global investors that are not covered by Hong Kong or Singapore.
It also extends the trading hours when Asian markets are closed, catering to traders around the globe.
But more importantly, London leads other cities in terms of RMB trading infrastructure, and one of the
most important advantages is London's broad access to the Chinese capital markets, including the
Shanghai-London Stock Connect.

80 Graph 1. Cumulative Number of QFII 80
70 70
60 60
50 50
40 40
30 30
20 20
10 10

0 0

04 06 08 10 12 14 16 18 20 22 24

H Rest of Europe B UK
Source:Natixis,CSRC

As shown in Graph 1, the UK has nearly the same number of QFlls, a prominent way for foreign investors
to buy Chinese domestic assets, as the rest of Europe combined. This means it has the biggest capacity
to host investors with connections to Chinese assets directly, thus attracting more RMB transactions.

Graph 2. Offshore RMB FX Turnover
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Moreover, as the world's largest forex trading hub, London has a competitive advantage in its diverse
pool of actively traded currencies, especially the emerging ones. As the international usage of RMB
expanded, this has brought London more opportunities to address forex trading in emerging market
currencies. As a result, London's RMB turnover nearly tripled between 2019 and 2022, and its share
in offshore RMB forex transactions soared from 21% to 26%. This contrasts with Hong Kong, which
experienced a significant drop in RMB forex transactions from 41% to 34% (Graph 2).

The internationalisation of the RMB is bound to continue given the size of the Chinese economy
and its growing interlinkages with the rest of the world. Hong Kong will continue to be the largest
offshore centre, as it is well-placed geographically and strategically. However, London has an intrinsic
comparative advantage as an important global financial market, such as a well-established and
transparent regulatory environment, excellent market access to a wide range of international investors
and institutions, and a strong forex infrastructure, with the potential to further develop its offshore RMB
market. All in all, the more market demand for RMB globally, the larger the role of London will be.
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IE Development of RMB usage in the UK

This year marks the 10" anniversary of the PBOC authorising a RMB clearing bank in the UK. Since 2014,
London has solidified its position as a global hub for RMB transactions, facilitating increased cross-border use
of the RMB and supporting the development of the offshore RMB market.

In 2023, the UK continued to play a pivotal role in RMB financial markets, with significant growth in China-
UK trade. Cross-border trade settlement between the two countries increased to RMB 3 trillion ($423 billion),
a year-on-year increase of 22%. The volume of RMB payments and settlements in the UK reached a record
high, with over RMB 20 trillion ($2.8 trillion) processed through the UK's RMB clearing bank. This underscores
London's central role in the global RMB infrastructure and highlights the steady increase in RMB usage.

Investment activities in the UK have also strengthened. The London Stock Exchange (LSE) has become a
leading platform for RMB-denominated bond issuance, with RMB 31.2 billion ® ($4.4 billion) in new bonds
issued in 2023, representing a 56.5% year-on-year growth. By the end of 2023, the outstanding balance of RMB-
denominated bonds on the LSE amounted to RMB 102.6 billion (§14.5 billion).

Against this backdrop, this year's report specifically investigates the use of RMB by institutions with China-UK
business relationships in trade, investment, or other financial activities (collectively referred to as 'institutions/
respondents with China-UK connections' for the purposes of this report).

According to this year's survey, institutions with China-UK connections exhibited varied engagement with
RMB cross-border products. While their involvement in RMB-based cross-border trade settlement was slightly
below the overall survey results, they demonstrate significantly higher engagement in other areas, especially
in offshore RMB financing, RMB-based cross-border investments and RMB FX transaction.

5.1 Use of RMB cross-border products in the UK

Compared with the overall survey results, respondents with China-UK connections have relatively low engagement
in RMB cross-border trade settlement, 69% of Chinese companies, 50% overseas companies and 55% of Fls
reported they have used RMB settlement in their cross-border trade, 9, 5 and 11 percentage points lower than the
overall results. For most of the FIs with China-UK connections, engagement in various RMB products was not as
significant as its overall peers.

Notably, Chinese companies with China-UK connections demonstrated significant higher adoption in cross-border
investment, financing activities and currency exchange transactions than overall. 46% of Chinese companies with
China-UK connections reported involvement in cross-border fixed income and stock investments, as compared
to 37% overall, while 45% of Chinese companies used offshore RMB financing, as compared to 35% overall. In
addition, 54% of Chinese companies engaged in currency exchange transactions, while the overall results was 47%.

Overseas companies with China-UK connections also demonstrated high engagement in RMB cross-border
products but mostly in offshore RMB financing and wealth management. Approximately 55% and 41% of these
companies use these two products, higher than the overall survey results of 48% and 37%. Their adoption of other
RMB-based products was at same level compared with the overall results.

Source: City of London www.cityoflondon.gov.uk
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Fis and corporates with China-UK connections demonstrated higher engagement
with offshore RMB financing, RMB-based investments, and FX transactions

Figure 5.1 Use of RMB cross-border products and services by respondents with
China-UK connections
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Institutions with China-UK connections cited various motivations for using RMB in cross-border transactions. 75%
of Chinese companies, 72% of overseas companies, and 76% of Fls emphasised that the UK's status as the largest
offshore RMB clearing centre outside of Hong Kong as a primary reason.

For Chinese companies, the UK's position as the world's largest RMB foreign exchange transaction market was also
a significant factor, with 67% selecting this option. Overseas companies, on the other hand, cited the opportunity to
invest in Dim Sum bonds listed on the LSE and to invest in Shanghai-London Stock Connect as another key drivers,
with 63% and 59%, respectively.

Fls had similar preferences to Chinese companies. Besides the UK being the largest offshore RMB clearing centre
outside of Hong Kong, Fls were keen to participate actively in the UK's foreign exchange transaction market and
invest in Dim Sum bonds listed on the LSE, with 59% and 50% of institutions citing these reasons, respectively. The
cost of financing in RMB relative to GBP was the least considered factor among all three types of respondents.

The UK's status as the largest offshore RMB clearing centre outside of Hong
Kong is the primary reason for using RMB in China-UK transactions

Figure 5.2 Reasons to use RMB in China-UK transactions
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5.2 Use of RMB in cross-border trade and investment by China-UK related
institutions

In 2023, the use of RMB in cross-border trade and investment among institutions with China-UK connections
reflected a mixed but generally strong adoption rate as compared to the overall survey results. Among Chinese
companies, RMB was mostly used in cross-border trade followed by in cross-border financing. 64% of Chinese
companies utilised RMB for between 10% and 30% of its cross-border trade, with 20% of these companies using
RMB for over 30% of their trade, as compared to 62% and 22% from overall results. Chinese companies with China-
UK relations demonstrated higher usage of cross-border RMB financing, with 52% and 23% reported to have
between 10% and 30% and over 30% in RMB financing, respectively, or one and three percentage points higher
than the overall results.

Among Chinese companies, RMB is mostly used in cross-border trade

Figure 5.3 Proportion of RMB in China-UK cross-border transactions for
Chinese companies
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In comparison, overseas companies exhibited considerable adoption of RMB in cross-border security
investments and direct investments. For security investments, the majority 54% reported between 10% and
30% of investments, higher than the overall results of 51%, while 31% reported over 30% in investments, at
par with the overall results. For direct investments, 29% reported over 30% of investments, three percentage
points higher than the overall results.

Overseas companies exhibited considerable adoption of RMB in cross-border
security investments and direct investments

Figure 5.4 Proportion of RMB in China-UK cross-border transactions for
overseas companies
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FlIs still showed a strong and balanced engagement, with 54% Fls reported using RMB in cross-border direct
investments and trade of between 10% and 30% of total activities.

Fis showed a strong engagement in using RMB in cross-border direct investment
and trade

Figure 5.5 Proportion of RMB in China-UK cross-border transactions for Fls
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Special Column 5: The development potential of the connectivity
between the Chinese and British bond markets

One of the defining characteristics of China's RMB internationalisation drive should clearly manifest in
its offshore currency market within global financial centres. Aside from Hong Kong, London has already
established itself as a major financial hub for offshore RMB activities. By the end of December 2023,
RMB deposits in the UK reached RMB 89.6 billion, while the outstanding amount of RMB loans initiated
there stood at RMB 91.2 billion. The cumulative total RMB clearing volume processed in London
climbed to RMB 87.58 trillion last year. In fact, according to SWIFT, 37.30% of RMB foreign exchange spot
transactions occurred in the UK by the end of 2023.

In the bond market, RMB-denominated bonds have already formed a sizable market in London. By the
end of 2023, there were 170 dim sum bonds listed on the London Stock Exchange, with an outstanding
value of RMB 102.63 billion. It is with great potential that cooperation in financial markets between
China and the UK could extend into bond market connectivity, benefiting both countries. The UK would
reinforce London's role as a global financial centre, offering access to both the equity and bond markets
in China, while China would benefit from broader recognition of its RMB-denominated assets by global
investors.

A key focus area between China and the UK is to expand collateral cooperation between their central
banks. In February 2024, the People's Bank of China and the Hong Kong Monetary Authority (HKMA)
jointly announced that government bonds and policy financial bonds issued in mainland China will
be included in the list of eligible collateral for the HKMA's RMB liquidity facility. Similarly, collateral
cooperation between China and the UK would allow RMB-denominated bonds to be increasingly used
in global markets, especially in the Eurozone. This would facilitate smoother cross-border operations,
particularly in managing liquidity and reducing risks, making the RMB more appealing to global
investors and financial institutions.
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Green bonds also play a crucial role in the RMB internationalisation strategy, aligning China's financial
markets with global sustainability trends. The development of green bonds between China and the UK
has gained momentum, with both nations positioning themselves as leaders in green finance. The UK
has emerged as a global hub for green bond issuance and investment, while China has elevated green
finance on its policy agenda, becoming a leading advocate for green bond market development. In
2023, China issued a total of RMB 940 billion in green bonds, leading the world. Collaboration between
the two countries is essential to accelerating the growth of the global green bond market by granting
international investors access to the world's largest green bond market in terms of issuance, and
enabling Chinese enterprises and global institutions to fund green projects in RMB.

The feasibility study on the China-UK Bond Connect was already initiated during the 10" UK-China
Economic and Financial Dialogue in June 2019. The success of bond connectivity between Mainland
China and Hong Kong is clear, with bond trading volumes growing from an average daily trade value
of RMB 1.5 billion in the first month of its launch in 2017 to approximately RMB 46.6 billion in May of
this year—a more than 30-fold increase. Given London's similar position to Hong Kong as a leading
global financial centre, with a large and prosperous bond market, the development of bond market
connectivity between China and the UK will significantly drive the internationalisation of the RMB.
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Emerging opportunities, challenges and
future prospects of RMB internationalisation

6.1 Main factors affecting the use of RMB

Surveyed institutions and corporates identified key factors that they believe will influence the international use
of RMB. Among Chinese companies, 60% indicated that the implementation of FTAs with relevant countries, such
as the RCEP, would increase their use of RMB. In 2023, China signed bilateral free trade agreements or upgraded
protocols with four additional countries, including Singapore, Ecuador, Nicaragua and Serbia.

The increased adoption of local currency in cross-border transactions was another important factor, with 54%
of Chinese companies, 49% of overseas companies, and 52% of Fls expecting it to boost RMB usage. This trend
highlights a growing preference for local currencies, especially in transactions involving ASEAN and BRICS
countries.

60% of Chinese companies indicated that the implementation of FTAs would
increase their use of RMB

Figure 6.1 Key issues that impact the use of RMB by Chinese companies
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Overseas companies also emphasised the importance of FTAs, with 64% stating that such agreements would
encourage greater use of RMB. 53% of respondents believed that the divergence in central banks" monetary
policies would positively affect RMB use, alongside 51% who noted the increased usage of RMB in commodity
trading. Additionally, 49% considered the potential increase of RMB usage due to geopolitical tensions as
influential, and 48% of these companies recognised the importance of expanding RMB swap lines.
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64% of overseas companies stated that FTAs would encourage greater use of
RMB

Figure 6.2 Key issues thatimpact the use of RMB by overseas companies
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For Fls, 58% of respondents highlighted the implementation of FTAs as a major driver for increasing RMB
usage. The increased adoption of local currency in cross-border transactions was noted by 52% of Fls, while
49% mentioned the growing use of RMB in commodity trading as a factor, and 49% pointed to the potential
increase of RMB usage amid geopolitical tensions. The expansion of RMB swap lines was recognised by 47%
of respondents to have impact on the increased use of RMB. Finally, 38% of FIs considered the divergence in
central banks' monetary policies, particularly its impact on RMB's exchange rate, as a factor influencing their
use of RMB.

58% of Fls highlighted the implementation of FTAs as a major driver for
increasing RMB usage

Figure 6.3 Key issues thatimpact the use of RMB by Fls
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China has introduced several key initiatives toward capital market liberalisation to enhance the global
appeal of RMB products. One notable example is the enhancement of the existing framework for Panda Bond
issuance, which now allows proceeds raised to be taken offshore. This measure is expected to significantly
boost participation, with 75% of overseas companies, 56% of Chinese companies, and 65% of Fls indicating
that they will increase their use of RMB-based products and services as a result.

Over half of surveyed institutions plan to increase their use of RMB products and
services due to improvements in the Panda Bond issuance framework

Figure 6.4 Impact of the optimisation of existing framework for Panda Bond issuance
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In addition, the PBOC has issued RMB bank card clearing business licences to Mastercard and American
Express (AMEX) in 2023, further opening the RMB market to global participants. This initiative is also expected
to drive higher usage, with 59% of overseas companies, 49% of Chinese companies, and 52% of FIs planning to
increase their engagement with RMB-based services following this development.

Over half overseas companies and Fls plan to increase their use of RMB-based
services following the opening of the RMB bank card clearing business

Figure 6.5 Impact on RMB usage by PBOC's issuance of RMB bank card clearing
business licence to Mastercard and AMEX
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6.2 Implementation of e-CNY

The implementation of the digital yuan (e-CNY) has been met with considerable readiness across different sectors.
88% of overseas companies and 74% of Fls have expressed readiness to use e-CNY, 8 and 14-percentage point
higher than last year's results.

Conversely, 52% of Chinese companies expressed willingness to adopt e-CNY in 2024, down from 56% in last year's
survey, while 46% of Chinese companies are still deciding on e-CNY, 4-percentage point higher than last year's
results.

Only 11% of overseas companies are hesitant or undecided, a further decrease from last year's 17%. Similarly, Fls
who are still deciding on their use of e-CNY decreased from last year's 30% to 24% this year. For all three groups of
respondents, less than 2% were non-committal or unsure about e-CNY.

The majority of overseas companies and FIs have expressed readiness to use e-CNY
Figure 6.6 Readiness to use e-CNY to conduct financial transactions
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Special Column 6: Development in China’ s green sectors and their impacts
— on the adoption of RMB

Since China proposed its “30/60” target, the country's green and renewable energy sectors have
seen rapid growth. According to data from the National Development and Reform Commission,
as of the end of June 2024, China's installed capacity for renewable energy reached 1.65 billion
kilowatts, accounting for about 53.8% of the nation's total installed power capacity. In the first
half of 2024, renewable energy generation amounted to 1.6 trillion kilowatt-hours, representing
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about one-third of the total electricity generation. For the ninth consecutive year, China remains
the global leader in both the production and sales of new energy vehicles (NEVs), with NEV
ownership reaching 24.7 million by the end of June 2024, more than half of the global total.

As China's new energy industry chain continues to expand, an increasing number of Chinese
companies are contributing to global green transitions by offering high-quality and affordable
green energy products. By the end of 2023, China provided 70% of the world's photovoltaic
(PV) modules and 60% of the wind power equipment. Among the top 10 global wind turbine
manufacturers, six are Chinese, and six of the top 10 battery manufacturers are also from China.

For instance, in solar panel manufacturing, China has been the global leader for 16 consecutive
years, reducing world costs from $100 per watt to $0.20 per watt. Similarly, the cost of lithium
batteries, which was once prohibitively high, has dropped below $150 per kilowatt-hour. In many
markets, Chinese-made NEVs are now priced lower than comparable internal combustion engine
(ICE) vehicles.

China's contribution to the green transition goes beyond providing affordable, high-quality
products; it also offers more options for the market, where the RMB plays an important role as a
settlement currency. Many developing countries are key markets for China's new energy products,
and in these markets, the RMB can be used for trade settlements, reducing reliance on foreign
exchange reserves like the US dollar. This frees up purchasing power in those countries, as long as
they have goods to sell to China, alleviating concerns about the balance of payments.

Green finance is crucial for achieving green transition goals. To meet the 2030 "carbon peak”
target, China will need between RMB 3.1 trillion and RMB 3.6 trillion annually in financial support
over the next decade. In March 2024, the People's Bank of China and seven other departments
issued guidelines to further strengthen financial support for green and low-carbon development.
As of the second quarter of 2024, green loans in both RMB and foreign currencies reached a
balance of RMB 34.8 trillion, an increase of 28.5% year-on-year. Wind data shows that by August
2024, cumulative issuance of labelled green bonds in China's domestic market reached RMB 3.9
trillion, with a stock size of RMB 2.1 trillion, making China the world's largest green bond issuer for
two consecutive years.

The growth of green finance also plays a pivotal role in RMB internationalisation. As China's
green finance standards continue to align with international norms, more Chinese and overseas
companies and financial institutions are issuing RMB-denominated green bonds in offshore
markets. Meanwhile, innovative RMB-denominated green financial products are being launched
on overseas exchanges, attracting international investors to China's green market. In addition,
China has started issuing Belt and Road Initiative loans in RMB, allowing participating countries
to purchase China's green products with the loans and repay them in RMB, creating a win-win
situation.

This year's survey results show that the use of RMB-denominated green financial products among
global financial institutions has increased compared to three years ago. In 2023, 82% of surveyed
financial institutions reported that their participation in RMB-denominated green bonds or
certificates of deposit had increased or remained stable, an 11 percentage point increase from
three years ago. Similarly, the use of RMB-denominated green SME loans increased significantly,
with 72% of financial institutions reporting growth or stability, an increase of 9 percentage points
from three years ago. The use of other RMB-denominated green products has also seen varying
levels of increase.
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Use of RMB-denominated green financial products among global financial
institutions has increased as compared to three years ago

Figurel: Change in holding of RMB-denominated green finance products
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6.3 Main challenges of RMB internationalisation

This year's survey reveals a notable evolution in the key challenges affecting RMB internationalisation, reflecting
diverging focuses among different respondent groups.

Among Chinese companies, geopolitical tensions, fluctuations in the RMB exchange rate, and uncertainties
regarding China's economic outlook continue to be significant concerns, consistent with previous years. Specifically,
53% of Chinese companies cited geopolitical tensions as their primary focus, a notable decrease from last year's
T74%. Meanwhile, 49% of respondents considered fluctuations in the RMB exchange rate to be an important issue,
consistent with last year's 48%, and 42% expressed greater concern about China's economic outlook, slightly up
from last year's 37%.

Overseas companies and Fls indicated increase in confidence regarding the
Chinese economy

Figure 6.7 Key challenges faced in RMB internationalisation
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In contrast, the main challenges faced by overseas companies have shifted. 52% of overseas companies
identified uncertainties in regulations and policies in China as a key challenge this year. The percentage
of overseas companies viewing China's economic outlook as a risk related to RMB uncertainty dropped
significantly from 53% in last year's survey to 32% this year, indicating an increase in confidence among
overseas companies with the Chinese economy.

For Fls, the focus has shifted from geopolitical tensions of last year to uncertainty in regulatory policies and
fluctuations in the RMB exchange rate this year. Similar to overseas companies, the proportion of institutions
that identified China's economic outlook as a major challenge has significantly decreased, dropping by 20
percentage points from 54% in last year's survey.
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Conclusion

Since 2023, despite facing challenges such as ongoing global geopolitical tensions and wider fluctuations in
RMB exchange rate, the international use of the RMB has continued to grow steadily. This year's survey results
indicate that the RMB usage in cross-border trade settlement and trade financing remains high. Continuing last
year's trend, the use of RMB for cross-border cash management among Chinese and overseas companies, as
well as Fls, continues to experience rapid growth. Additionally, global FIs have significantly increased their use
of RMB for cross-border investments and financing as compared to last year's results, with the shares of cross-
border RMB bonds, stocks, and direct investments increasing by 11, 14, and 8 percentage points, respectively.

This year, the report specifically focused on the use of RMB by institutions with bilateral business relations
between China and the UK. The findings show that while these institutions' participation in RMB cross-border
trade settlement is slightly lower than the overall survey results, their engagement in offshore RMB financing,
cross-border RMB investments, and RMB foreign exchange transactions is notably higher.

RMB internationalisation still faces numerous challenges, but this year's survey results indicate the diminishing
impact of geopolitical factors as compared to the previous two years. The focus by Fls and corporates has
shifted towards changes in policies and exchange rate fluctuations. Overseas companies and global Flis have
shown a marked recovery in their confidence with China's economic outlook as compared to last year's results,
which is expected to positively impact the international use of RMB. As China's financial markets continue
to open up and RMB exchange rate stabilises at a reasonable and balanced level, the attractiveness of RMB-
denominated assets on a global scale will further increase.
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Appendix - Description of research samples

This year, the research covered a total of 1,134 Chinese companies and 943 overseas companies (including
those from North and South America, Europe, Asia Pacific, the Middle East, and Africa), along with 410 FIs from
China and overseas. All companies who participated in this survey have cross-border business dealings with
China. In this report, unless explicitly mentioned, "Mainland China"is simply referred to as "China." The terms
"offshore"and "overseas'refer to Hong Kong, Macau, Taiwan region, and the rest of the world, while "onshore"
refers to Mainland China.

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

The surveyed institutions are primarily located in China, the UK, the EU, East Asia (including Hong Kong,
Macau, and Taiwan region), and South and Southeast Asia, among others.

Figure 7.1 Main geographical regions covered for survey institutions
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In terms of industry, companies in the financial services sector accounted for the largest portion of the
sample this year, comprising 55% of overseas companies and 24% of Chinese companies. This is followed
by the industrial and manufacturing sectors, which made up 8% of overseas companies and 32% of Chinese

companies.
. . 1.
Figure 7.2 Companies’ industry coverage
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Regarding the main cross-border business of the surveyed companies, 49% of Chinese companies export to
overseas customers, while 32% are engaged in both imports and exports. Among overseas companies, 38%
both import from and export to China, reflecting an increase of 9 percentage points as compared to last year's
results. Additionally, 19% of overseas companies operate in China and conduct trade with overseas customers,
showing a slight decline from 21% in last year's survey.

Figure 7.3 Main cross-border operations of companies
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In terms of size, companies with an annual turnover above $1 billion accounted for 21% of overseas
companies and 11% of Chinese companies, both of which represented increases from 13% and 9% of last year,
respectively. Companies with an annual turnover of between $500 million and $1 billion constitute the largest
portion, at 48% among overseas companies, and 23% among Chinese companies. Companies with an annual
turnover of $250 million to $500 million made up 41% of Chinese companies and a smaller portion of 24%
among overseas companies. Lastly, those with an annual turnover of less than $250 million accounted for 6%
of overseas companies and 24% of Chinese companies.

Figure 7.4 Size of surveyed companies
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