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Reserve currencies don’t last forever!



Inclusion RMB to SDR (Nov 30th, 2015)

®m The first emerging market currency to
be added to the IMF’s global currency

basket. ‘
. Ty = y .
m Asymbollc recognition of China’s o .
Importance to the world economy. el ) ;
® A pat on the back from IMF 2 4
encouraging China to continue o v

opening up of capital accounts and
financial reforms.




China’s contribution to global economy



China’s

RMB internationalization strategy roadmap
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and the world at large




Implementation of RMB Internationalization
(trade settlement)



Implementation of RMB Internationalization
(investment & finance)

Gradual, incremental and
progressive changes



RMB'’s global expansion



China’'s 12t & 13t 5 Year Plan (FYP)

12th FYP

(2011-2015)

Target

Annual GDP growth

Increased
urbanization

Increased service
sector contribution
to GDP

Increased spending
on R&D

Holding inflation
(CIP) at or below 4%

o2000(

*5 year average

Forecasted
Results

“new normal
growth”

Five
principles
55.2%

60%

(s
13th FYP

urbanisation
will continue

58.4%

and R&D will continue

1.98%

continue

(=)
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Source: PBoC, BOC, BBVA, media reports, and CRS research

13th FYP

(2016-2020)

Innovation

Openess

Green

Coordination

Inclusive

Investment in technology, education

Market reforms and liberalisation will

as economic driver and a new
source of growth

actively apply market approach
and expand privatisation

pursuing environmentally
friendly economic growth

balanced growth urban/rural,
among industries

address social issues and
poverty reduction

Social services will be expanded

Transition to service based economy
will continue




Key Events in the RMB internationalization process
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» | Individuals in 6 cities (FTZ) are QDII2 is expected
H : allowed to invest in foreign to be expanded to
s USD-CNY trading securities markets (Dec 2015). the rest of China
3 band to be Increased volume
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Despite the recent slowdown,

° Commodities being China is still a leading global
3 invoiced in RMB commodity |mpor1er. China plans t9 Increased volume
T - Base metals will be more have 50% of its e
g Most of the transactions are jixq)y 10 be invoiced in RMB trade settled in o :
e done in USD, so a partial than oil as many oil producing RMB by 2020 trade made in RMB
= tr_ad?,'n RMB, would economies’ currencies
significantly increase the pegged to dollar
RMB trade flows.
Central banks’ Rebalancing can take place more
reallocations of FX smoothly during the time of economic
28 reserves boom and inflation as real value of dollar Continued
2 qE) - 1 aradual denominated liabilities will be decreased reallocation process
S a9 e process will graaually e.g. sterling in 1960s
3 2 happen to minimise market €9 9 ) of FX reserves by
8K price impacts. Central Banks

Source: PBoC, BOC, BBVA, media reports, and CRS research
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Events in China can have global implications

11



Stress-test Scenario Summary

Phase 1
Increasing pressure to RMB

China’s growth continues:
= |Increased international trade
= FDI inflows increased
= Investor confidence in RMB trade
build up

Phase 2
Trigger for dumping the dollar

China’s domestic economy continue to
accelerate:
= Meanwhile, rating agencies
started rumbling about the poor
economic performance of US

-+

-+

Massive development in technology
sector and infrastructure in north and
south:
= Funded by increasingly vibrant
domestic bond market
= business continue to be booming

Some private rating agencies
downgraded dollar due to weak
fundamentals:
=  Moody’s downgraded US from
AAA to AA

China becomes increasingly attractive
to foreign investors

Then China begins selling off US bonds
at a unprecedented level.
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Input Variables to Scenario
Global Economic Model

#0ther currencies: The Eurozone, UK, Japan, Australia, Indonesia, South Africa, Argentina, Brazil, Malaysia,
Thailand, Philippines, Singapore, S Korea, Taiwan, Hong Kong, Canada, Chile, Russia, and India
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Macroeconomic Impacts by Country (Dollar Deposed)

Average inflation
rates (%) comparison
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Macroeconomic Impacts by Country (Dollar Deposed)

Average short-term

interest rate increase
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Macroeconomic Impacts by Country (Dollar Deposed)

Maximum government
debt increase
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Macroeconomic Impacts by Country (Dollar Deposed)
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Global Macroeconomic Impacts (Dollar Deposed)

Global and Country-Specific
Recession Severity
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Global Macroeconomic Impacts: GDP@RIisk
(Dollar Deposed)
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Portfolio Performance Comparison

Dollar Deposed Scenario Max Downturn by
Portfolio Structures (Nominal %)
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