RMB Tracker
July 2017

SPECIAL EDITION

Will the Belt and
Road revitalise RMB
internationalisation?

Contents

RMB Tracker
July 2017

Foreword

3

Executive summary

4

RMB: the path to internationalisation is not smooth sailing

6

China’s economy rebalancing

8

Five enablers of long term RMB internationalisation

10

Belt and Road initiative: an accelerator of RMB internationalisation?

11

CIPS: RMB bridge between China and the world

17

Hong Kong: Super-intermediator for RMB internationalisation

18

Capital markets relaxation to drive further long term RMB investment

19

FinTechs enable last mile RMB connectivity

20

About SWIFT and RMB internationalisation

Foreword

22

Support your RMB strategy with fact-based insights

22

Measure your performance with SWIFT FX Performance Insights

22

Alain Raes
Chief Executive, APAC & EMEA, SWIFT

RMB Tracker
July 2017

With the SWIFT Business
Forum China taking place on
28 July 2017, I am delighted
to present a special edition of
the SWIFT RMB Tracker. The
tracker presents a monthly
ranking and weighting of the
Renminbi (RMB) compared to
other currencies worldwide.
Special editions such as this
report focus on providing the
community with more in-depth
understanding of the use of
currencies, payment and trade
finance corridors and specific
progress on RMB adoption.
In this paper, we examine five key enablers
shaping RMB internationalisation: the Belt
and Road initiative, China’s Cross-border
Interbank Payment System (CIPS), Hong
Kong’s role as a super RMB intermediator,
the relaxation of capital market controls and
FinTech’s contribution to the last mile of RMB
connectivity.
This report uses 2017 half-year statistics and
analysis from SWIFT. It also includes insights
from financial industry experts on the recent
evolution of the RMB and information on the
current payments landscape in China.
Together with the five enablers, connectivity,
support from financial institutions and
standardisation remain decisive for a global
adoption of the RMB, similar to the US dollar
or the Euro.
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Connectivity to the global economy
Broader connectivity to RMB markets is
essential and has become a recurring theme.
China is making great progress with the
inclusion of China’s equity markets in the
MSCI benchmark index and the recent launch
of its “Connects” that opens up the country’s
bond market to offshore investors. Making it
easier for banks to serve their customers in
RMB will only improve the internationalisation

of the currency. Through continuous
improvement of RMB clearing centres, along
with improved and streamlined access to
China’s Cross-border Interbank Payment
System (CIPS) and to Bond and Equity
markets (“Connects”), will we continue to see
the currency progress.
Supporting products and services
Financial institutions will need to continue
optimising products and services for their
customers to support further growth. Tools
such as business intelligence, clearing code
reference data, messaging conversion and
networks form part of the foundation for
growing the global footprint of the RMB.
Ongoing focus on standards and
compliance
A global currency requires ongoing industry
focus on efficiency, automation and global
message standardisation. As part of the
journey, compliance with local and global
regulations is ever more important. As part of
the journey, compliance will be an important
differentiator supporting the investment and
payment flows across through Belt and Road.
Automation and efficiency become possible
when standardisation is available. It is
particularly true for China’s capital markets,
where they are quickly standardising to
eliminate any obstacle to their future growth.
To realise its full potential, China’s market
participants and infrastructures will need to
converge internal practices – both for trading
and for post-trade activities – to achieve joint
success.
I hope you find this Business Forum China
special edition of the SWIFT RMB Tracker
insightful. In terms of highlighting emerging
economic opportunities, despite the recent
slowdown, I truly believe that the dynamism of
the China payments landscape, its liberalised
capital markets and initiatives such as the Belt
and Road, will positively impact the usage of
RMB globally.
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Executive summary

Key highlights

This edition of the SWIFT RMB Tracker focuses on
RMB internationalisation and five key drivers and
enablers in China that will support long term RMB
internationalisation.

1,900

Five enablers of
long term RMB
internationalisation
1
Belt and Road
initiative: an
accelerator of RMB
internationalisation?
The Belt and Road
initiative, which was
launched in 2013, targets
expansion of trade links
between Asia, Africa
and Europe, supported
by billions of dollars in
infrastructure investment.
The initiative is reflecting
uneven impact on
RMB usage with a
concentration in major
RMB centres and some
markets emerging as
new pockets of growth
(e.g.Central Asia).

This special edition expands
on key highlights from SWIFT
Watch June 2017.
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CIPS: RMB bridge
between China and
the world
By using international
ISO 20022 standards,
CIPS will help banks
reduce manual
processing and make
efficient cross-border
RMB payments. In
Phase II, the extended
operating hours and the
introduction of a netting
mechanism, will be a
major milestone for the
continuous development
of RMB global clearing
landscape.

3
Hong Kong: Superintermediator for RMB
internationalisation
Hong Kong remains the
dominant RMB clearing
centre globally, with an
activity share of 76%,
increasing compared
to last year. Hong Kong
is followed by the United
Kingdom but the gap
between the first and
second offshore RMB
clearing centres remains
substantial.

Ranked #6 as a World
Payments Currency in
value
1.98% of global
payments by value as of
June 2017 – down from
#5 and 2.09% in June
2016.

financial institutions made worldwide
payments in RMB in June 2017.

4
Capital markets
relaxation to drive
further long term
investment
Since the opening of
China’s capital markets
started as early as 2007,
the capital markets
landscape has evolved
dramatically, with a
series of regulatory
changes progressively
opening up the market to
more foreign investments.
Capital markets are
now expanding with the
recent Hong Kong-China
Bond Connect providing
access to China’s debt
markets.

5
FinTechs enable last
mile RMB connectivity
New financial
technologies are
being rapidly introduced
across two domains in
cross-border RMB
payments. Firstly,
rapidly globalising online
payment companies
such as Alipay and
Tencent through WeChat
Pay are increasing
their presence and
reach across the globe.
Secondly, the Chinese
banks, which are now
amongst the largest in
the world, are providing
far reaching cross-border
payment services
through SWIFT global
payment innovation
(SWIFT gpi).

31

49.4%
of RMB payments (in volume) are transiting via
Hong Kong, leading RMB centre with 76% activity
share by payments value

23 official RMB
clearing banks
appointed by the
People’s Bank of
China
Latest one in Russia,
with the Industrial and
Commercial Bank of
China (ICBC) operating
as the official clearing
bank.

CIPS direct participants and
nearly 600 indirect participants

Key insights from the Belt and Road analysis
INSIGHT #1
Road route has nascent
growth in Central Asia with
the “Stans”
Four of the five “Stans”:
Kazakhstan, Kyrgyzstan,
Tajikistan, and Turkmenistan are
showing positive signs in terms
of RMB usage for Credit Transfer
Payments. Although the absolute
value remains low compared
to countries such as France or
Germany, those countries (the
“ Stans”) are showing a growth
above 100% for payments sent
by China.

INSIGHT #2
Promising RMB growth for
South East Asia countries of
the Maritime Silk Road
RMB Credit Transfer Payments
sent by China to Indonesia,
Malaysia, Thailand and Vietnam
are growing substantially, whilst
Singapore has some decline at
-5%.

INSIGHT #3
Other Maritime Silk Road
markets have minimal RMB
adoption
Key countries along the Maritime
Silk Road, such as Egypt, Kenya,
Greece and India receive low
volumes of RMB payments.

INSIGHT #4
Diverse situations for Western
Europe
Strong increase in RMB Credit
Transfer Payments in value from
China to Germany, Poland and
Czechia (formerly Czech
Republic) and substantial
decreases from China to the
Netherlands, France and Italy.
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RMB: path to
internationalisation is not
smooth sailing
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CCB
London
June 2014

RMB share as an international
payment currency
Despite the opening of more
RMB clearing centres in markets
around the world and inclusion in
the IMF’s Special Drawing Rights
(SDR) currency basket in October
2016, the utilisation of Chinese
renminbi globally as a payment
currency has lost momentum
over the last two years. Policies
to contain capital outflows and
ongoing concerns over currency
depreciation are likely to hold
back internationalisation in the
short-term, according to Fitch
Ratings1.

June 2017

SWIFT data indicates a
slowdown in internationalisation,
with the proportion of
international currency payments
(Credit Transfer Payments
and Institutional Transfers)
denominated in RMB falling from
2.09% in June 2015 to 1.98%
in June 2017. In June 2017, the
RMB was ranked #6 as a world
payment currency, following the
CAD representing 2.04%.

June 2015

http://www.reuters.com/article/fitchchinese-renminbi-internationalisatidUSFit997750
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ICBC
Doha
November 2014

BOCOM

0.45%

BOC
Macau
September 2004

ICBC
Moscow
March 2017

0.93%
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Luxembourg
September 2014
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Macau
September 2004
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Frankfurt
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January 2015
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November 2014
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Source: SWIFT Watch
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Official RMB Clearing Banks appointed by PBoC
Geographical location and timeline

RMB offshore centres
As of now, China has designated cities in 23 markets as RMB clearing centres, which are locations
where the RMB is used to settle trade and financial transactions directly in the Chinese currency. In
each of these cities, China’s central bank has designated an official renminbi clearing and settlement
bank that facilitates offshore RMB trading as well as cross-border payments in RMB. The last one
has been opened in March when the Industrial and Commercial Bank of China (ICBC) started
operating the latest RMB clearing bank in Russia. Financial regulators in China and Russia signed
a series of agreements setting up the centre, with the new service allowing further expansion of the
settlement business as well as promotion of financial cooperation between the two countries and
greater use of the RMB in international trade.

BOC
New York
September 2016

ABC
Dubai
December 2016

ICBC
Moscow
March 2017
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China’s economy
rebalancing
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Top 5 Ordering Markets for Incoming Cross-Border Payments (YTD June 2017) in China
International, MT 103s transactions sent, all currencies
E.g.: 8% of RMB orders originate in Hong Kong and 98% of these payments are denominated in USD
Source: SWIFT Watch

Worldwide Total amount sent and received
(conv. USD)
China Total amount sent and received
(conv. USD)
`

Trade activity has weakened
Along with lower usage of the RMB
for international trade, China has also
experienced a weakening of its economic
activity. Retail sales growth was also lower
than forecast.

Payments activity is more stable
Considering payments activity via MT 103,
which are SWIFT messages for Credit Transfer
Payments, the situation is more stable. While
trade financed by Letters of Credit (LCs) has
been decreasing or flat, the total volume
of payments to and from China has been
stable, slightly increasing, reflecting continued
strength in cross-border transactions and the
growing commercial exchange to and from
China.

8

-43%

8%

Hong Kong

1% 1%

7%

United States

5%

Republic of Korea

5%

United Kingdom

1%

2%

2% 5%

8%

4% Taiwan

Payments sent from China

61%

1% 4%

15%

Others

+0.5%

2%

7%

1%

1% 1%

0%

Total payments with China as End
Beneficiary Country: 22.6 million
transactions

+22%

China and Worldwide Overall Payments Evolution, by value from January 2014 till June 2017
International, MT 103s sent and received by value conv. USD, all currencies
Source: SWIFT Watch

USD

CNY

EUR

GBP

JPY

CAD

Others

INSIGHT #1
The US dollar remains the major currency
for payments to China. For example, 98%
of payments sent from the United States to
China by volume are in US dollar.

170.00
150.00
130.00
110.00

IMF combined price index of fuel and non-fuel commodities
Source: IMF - Based on IMF_data_All commodity price index_fuel and non-fuel

Source : Reuters - China April
exports, imports decline more than
expected – May 8, 2016
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Mar-16
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Sep-15

Jun-15
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Dec-14

Sep-14

Jun-14

Mar-14

Dec-13

Sep-13

Jun-13

Mar-13

Dec-12

Sep-12

90.00
70.00

100%

The importance of the RMB is growing;
however looking at the mix of currencies and
sending payments countries, SWIFT data
shows the following insights:

190.00

2

Commodities price decline can be separately
observed in IMF data.

17%

Payments received in China

Recent signs of recovery
From SWIFT’s perspective, MT 700
messages, which are SWIFT messages used
by issuing banks when opening a Letter of
Credit, can be used as proxy to assess the
evolution of cross-border trade activity, as well
as the perceived counterparty’s risk of that
cross-border trade.
There is a global trend of decreasing usage
of Letters of Credit globally (-33%) but overall
for imports and exports, China’s decrease of
43% is higher than the worldwide trend. The
substantial decrease since 2014 is largely
correlated to the decrease of higher value
Letters of Credit, which are mostly being
used for the commodities trade business.
Commodities price indices have dropped
significantly since 2014 and have affected
trade value and data as such. The more
positive trend in the last 18 months could
be correlated to commodities price indices
as well, or could be driven by increased
risk awareness when doing business with
counterparties in China.

-33%

China and Worldwide Overall Trade Finance Evolution, by value from January 2014 till June 2017
International, MT 700 sent and received by value conv. USD, all currencies
Source: SWIFT Watch - Lines are not to scale and represent change over time only and do not represent relative values
between China and The World

Jun-12

Imports and exports continued to fall as
well, according to data from Reuters. With
drops in April 2017 higher than expected,
the weak demand from both at home and
abroad combined with cooling hopes of
recovery have contributed to the decline
in import/export activity. Exports fell 1.8%
in April from a year earlier, according to
the General Administration of Customs,
reversing the previous month’s brief recovery
and supporting the government’s concerns
that the foreign trade environment will be
challenging in 2017. Imports fell for the 18th
consecutive month, dropping 10.9% from
a year earlier and suggesting that domestic
demand remains weak despite a pickup in
infrastructure spending and record credit
growth in the first quarter. China’s exports to
the United States fell 9% in April from a year
earlier, while shipments to the European Union
rose 3%2.

RMB Tracker
July 2017

Currencies usage

INSIGHT #2
RMB share remains low for all countries,
between 1 and 2%. Taiwan remains an
exception with 15% made in RMB.
INSIGHT #3
The United Kingdom demonstrates the
broadest diversity in its mix of currencies for
payments to China and is the least dependant
on US dollar (79%).
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1
Belt and Road initiative:
an accelerator of RMB
internationalisation?

Five enablers of
long term RMB
internationalisation

The Belt and Road initiative, which
was launched in 2013, targets
expansion of trade links between
Asia, Africa and Europe, supported
by billions of dollars in infrastructure
investment. The Belt and Road
initiative is a massive push by China
to promote economic development
along the paths of the economic belt.
Speaking at the two-day Belt and
Road Forum in China in May, Chinese
President Xi Jinping pledged more
than US$100 billion for the plan: “We
should build an open platform of
cooperation and uphold and grow an
open world economy,” Xi said at the
opening of the Beijing gathering.
Some uncertainties remain, such
as governance for the initiative, the
return on investment for participating
countries, and the potential for China
to having an overly large role in
domestic projects in other countries.

While recent trends and data clearly show lower
international usage of the RMB and a slowdown
in the economy, China is investing in long-term
international and domestic frameworks and
initiatives that support the internationalisation
of the RMB, and China’s long-term ambitions
remain for the RMB to become both a trusted and
highly-utilised reserve and settlement currency
for international trade, commercial payments and
capital market investment into and out of China.
Several developments are likely to support a
return to growth over the coming years.
10

With global reach and multi-national
stakeholders, the Belt and Road
initiative will be expected to observe
global compliance and financial
risk management rules and norms.
Working with global neutral partners
such as SWIFT can ensure financial
institutions and their regulators and
supervisors apply the highest levels
of compliance to prudently manage
financial risks across Belt and Road
markets.

“It is so obvious Global Financial Markets have been
entering a new era when the Chinese government was
so determined to get RMB into the international ballroom
since 2009. RMB internationalisation is not only a concept
on paper.
The footprints, QDIIs, establishing CNH offshore clearing
centres in Hong Kong, Singapore, London, New York, all
together 23 countries; being the reserve currency for some
emerging market economies; Shanghai-Hong Kong Stock
Connect; Shenzhen-Hong Kong Stock Connect and Bond
Connect; are for the objectives of gaining receptiveness.
Lately, the Belt and Road initiative and the new SDR
basket including RMB launched by the IMF have
an important underlying signal. That is, today, RMB
internationalisation is not only driven by the Chinese
government, but a collaboration among global market
participants.”
Dr. Jim Wai Kee, Jimmy
General Manager, Global Markets Department
ICBC (Asia)
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Today, RMB utilisation
across Belt and Road is
concentrated in major RMB
centres

China – Belt and Road Countries Payments Evolution, by value
International, MT 103s sent in CNY, by value (conv. USD), YTD June 2017 vs YTD
June 2014
Source: SWIFT Watch

Please note that the list of countries used for the analysis below is not exhaustive.

Some markets emerging
as new pockets of growth

Russia
+56%

Germany

Lithuania

+436%

Netherlands

Note to the reader
List of countries used for the analysis below: Austria, Belgium, Bangladesh,
Bulgaria, Czechia (formerly Czech Republic), Egypt, France, Germany, Greece,
India, Indonesia, Iran, Italy, Israel, Kazakhstan, Kenya, Kyrgyzstan, Lithuania,
Malaysia, Nepal, the Netherlands, Pakistan, Poland, Romania, Russia, Saudi Arabia,
Singapore, Tajikistan, Thailand, Turkmenistan, Turkey, Ukraine, UAE, Vietnam.

-5%
Poland
Belgium

Kazakhstan

Ukraine

France
-35%

Austria

Romania

Italy

Beijing
Kyrgyzstan

Uzbekistan

-81%

S i
l k

Bulgaria
Turkey
Tajikistan

Greece

R o
a d

Iran
-43%
Pakistan

Israel

Nepal

Egypt
-200%

200%

400%

India

600%
Saudi Arabia

Bangladesh

United Arab
Emirates

Malaysia 551%
Germany 436%

Thailand
+50%

Russia 56%
Thailand 50%

Vietnam

Indonesia 5%
Malaysia

Singapore -5%

+551%

The Netherlands -5%
France -35%

Iran -43%

Italy -81%
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Kenya

Disclaimer
The percentages of growth presented
are only for the countries with significant
RMB Credit Transfer Payments
value. The rationale is to avoid a
misrepresentation of countries with very
low volume.

Indonesia

M a r
i t i m e

R

o

a

d

Singapore
-5%

S i l k
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Belt and Road initiative:
an accelerator of RMB
internationalisation?
(continued)

Assessing RMB usage across Belt and Road
In terms of RMB usage (RMB Credit Transfer Payments sent by China by
value between January 2014 and June 2017), SWIFT data shows uneven
RMB adoption for the countries under the Belt and Road initiative.
However, the below key insights have been identified:

INSIGHT #1
Road route has nascent
growth in Central Asia with
the “Stans”
Four of the five Stans:
Kazakhstan, Kyrgyzstan,
Tajikistan and Turkmenistan are
showing positive signs in terms
of RMB usage for Credit Transfer
Payments. Although the absolute
value remains low compared
to countries such as France or
Germany, those countries (the
“Stans”) are showing a growth
above 100% for payments sent
by China.
INSIGHT #2
Promising RMB growth for
South East Asia countries of
the Maritime Silk Road
RMB Credit Transfer Payments
sent by China to Indonesia,
Malaysia, Thailand and Vietnam
are growing substantially, whilst
Singapore has some decline at
-5%.

INSIGHT #3
Other Maritime Silk Road
markets have minimal RMB
adoption
Key countries along the Maritime
Silk Road, such as Egypt, Kenya,
Greece and India receive low
volume of payments.
INSIGHT #4
Diverse situations for
Western Europe
Strong increase in RMB Credit
Transfer Payments in value
from China to Germany, Poland
and Czechia (formerly Czech
Republic) and substantial
decreases from China to the
Netherlands, France and Italy.

RMB Tracker
July 2017

RMB Tracker
July 2017

Market infrastructures and supporting
financial institutions across Belt and
Road
To support cross-border financial flows
between China and the countries along the
Belt and Road initiative, 48 critical market
infrastructures out of the 65 countries are
using SWIFT financial messaging platform,
with:
–– 14 critical financial infrastructures in Asia
of which CHATS in Hong-Kong, and
MEPS+ in Singapore are most notable. It
is important to note that CHATS in Hong
Kong, RENTAS in Malaysia and the
RTGS in Taiwan support RMB;
–– 27 critical financial infrastructures in
Europe including EURO1 and TARGET2
covering the Eurozone and;

RMB adoption across financial
institutions continues to grow
In June 2017, SWIFT data shows that
more than 1,900 financial institutions made
worldwide payments in RMB:
–– 1,295 of those made RMB international
payments involving China or Hong Kong,
representing 16% increase compared to
June 2015. These 1,295 institutions are
profiled in the chart below;
–– Over 600 banks use the Chinese
currency for payments without a leg with
China or Hong Kong.
The wider usage of RMB for payments will
benefit China, who will naturally prefer to use
RMB for the cross-border payments with
countries along the Belt and Road initiative.

–– 7 in the Middle East.

+16%
1,295
1,113
June 2015

+25%

June 2017

541

+5%

678

+19%
+5%

395
375

134
113

84

Share of RMB users

30%

88

33%

38%

47%

36%

45%

34%

39%

36% 43%

Number of financial institutions using RMB for payments with Hong Kong and China
Credit Transfer Payments and Institutional Transfers sent and received
Source: SWIFT Watch
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Belt and Road initiative:
an accelerator of RMB
internationalisation?
(continued)

“The increase in trade and investment through China’s Belt and
Road initiative will accelerate the use of RMB as a global trade,
financing and investment currency. China expects its annual trade
with countries along the Belt and Road to surpass USD2.5 trillion
in the next decade. China’s Belt and Road will greatly benefit
ASEAN growth and will plug a huge infrastructure gap. More
than 300 Chinese-funded enterprises have been set up in 26
economic cooperation zones in eight ASEAN countries, investing
a total of US$1.77 billion.
RMB internationalisation and Belt and Road go hand in hand.
Through this initiative, Chinese companies will make increasing
amounts of overseas investment, some of which will be
denominated in RMB. Some of the fundraising required for the
Belt and Road initiative will be denominated in RMB. Widening
range of RMB related products will entice companies to use
RMB for cross-border trade, cash management, financing and
investment purposes. Chinese companies will definitely play
a bigger role in increasing the international usage of RMB - a
fundamental purpose of the Belt and Road.”

RMB Tracker
July 2017

RMB Tracker
July 2017

2
CIPS: RMB bridge between
China and the world

China’s Cross-border Interbank
Payment System (CIPS), an interbank
payment system supported by the
People’s Bank of China (PBoC), is
designed to facilitate the use of the
RMB for international payments.
CIPS has enriched the existing
forms of RMB cross-border clearing
between domestic and overseas
financial institutions and corporates.
Furthermore, CIPS will contribute
to the opening up of China’s capital
markets, bringing more opportunities
for product innovation to the global
RMB market.
The key characteristics of CIPS are:

–– ISO 20022 messaging standard: CIPS
adopted the ISO 20022 messaging
standards, taking into account the
requirements of conversion to the
SWIFT MT message. It provides better
compatibility, helps reduce manual
processing, and reduces operational
costs. According to CIPS’ statistics,
the straight through processing rate of
cross-border RMB payments via CIPS
now stands at about 90%.
–– Unique global identifier: Following
global market practices, CIPS uses the
BIC code as the unique global identifier.
Overseas banks are now able to identify
the proper payment route quickly when
processing an RMB payment, which
greatly improves the accuracy of crossborder RMB payments and system
processing efficiency.
–– SWIFT gpi enabled: On the 24 January
2017, CIPS issued guidelines3 for market
operations on transferring SWIFT gpi4
payments through CIPS. Concretely,
thanks to these guidelines, SWIFT gpi
banks will be able to ensure the end-toend processing of RMB cross-border
payments to Chinese beneficiaries,
which will be faster (same day),
transparent in terms of fees and provide
real-time tracking capabilities.

Vina C. Cheung
Global Head of RMB Internationalisation | Global Liquidity and Cash Management, Asia-Pacific
The Hongkong and Shanghai Banking Corporation Limited (HSBC)

–– Operability & connectedness: Many
financial institutions around the world
participate in CIPS using the SWIFT
network. We might expect that domestic
clearing entities (such as the China
Central Depository & Clearing (CCDC)
and the Shanghai clearing house
(SHCH)) over time access CIPS RMB
clearing and settlement services through
their relationships with CMU and BOC
(HK) in Hong Kong. [note: reference
link to CMU Bond Connect Program
operational rules]

3

Since the CIPS system became operational,
the number of CIPS participants has
increased gradually and the business
volume is mounting steadily. Up to the
beginning of July 2017, the number of CIPS
direct participants has increased from 19 to
31, and indirect participants reached nearly
600, of which more than 60% were offshore
indirect participants.
While committed to providing reliable services,
CIPS is preparing for the introduction of the
second phase of the system5.
CIPS phase II covers the following
aspects:
–– Increase reach: By increasing the
number of participants, enable access
for key financial market infrastructures
and offshore financial institutions;
–– Operating hour extension: Extend the
system’s service time; it is expected that
the system will provide external services
nearly 24-hours-a-day;
–– Netting: Introduce a netting mechanism,
next to the existing gross settlement
mechanism, to optimise participant’s
liquidity usage, while enhancing product
functions to further meet market
demands.
CIPS is a crucial financial infrastructure
for China. Its successful go-live (Phase I)
is a major milestone for the continuous
development of RMB global clearing
landscape.

the CIPS (Phase I) Message Standards V1.1.4 and CIPS User Manual V1.1

SWIFT gpi: Global Payment Innovation - Initiative launched by SWIFT in December 2015 to improve cross-border payments experience. With SWIFT gpi, cross-border
payments are faster, transparent in terms of fees, and fully traceable. SWIFT gpi is live since January 2017.

4

5
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See the example of Zhou Xiaochuan’s speech president of People’s Bank of China, at the 2017 Lujiazui Forum.
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Hong Kong: Superintermediator for RMB
internationalisation
Hong Kong traditionally acts as a very
large intermediary for RMB between
China and the world. A number of
indicators support our understanding
of Hong Kong as a superintermediator for RMB payments.
These include RMB activity share and
its role as a payment intermediary.

Capital markets relaxation to
drive further long term RMB
investment
76.26%

Hong Kong

73.96%
United Kingdom

5.00%
6.23%

Singapore

4.48%
4.71%

Korea, Republic of

3.33%
2.42%

United States

2.51%
2.95%
2.41%

Taiwan

2.85%
France

1.42%
1.18%

RMB activity share
According to SWIFT data, Hong Kong is
far ahead with an activity share of 76%,
increasing compared to last year; other
centres such as the United Kingdom and
Singapore, demonstrate a decline. Hong Kong
is followed by the United Kingdom but the gap
between the first and second offshore RMB
clearing centres remains substantial.
Intermediary for RMB payments
Hong Kong is acting as a RMB gateway to
China by being the intermediary of payments
connecting different countries of the world
with China. Concretely it means that payments
are transited via Hong Kong. In fact 49.4%6 of
RMB payments (in volume) are transiting via
Hong Kong.
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Australia

Japan*

Germany

0.92%
0.79%
0.76%
0.74%
0.67%
0.69%

Luxembourg

0.36%
0.49%

Belgium*

0.28%
0.53%

Canada

0.27%
0.53%

Netherlands*

0.26%
0.45%

Macau

0.17%
0.54%

2017
2016
Top 15 offshore RMB economies by
weight – June 2017 vs June 2016
Credit Transfer Payments and
Institutional Transfers sent and
received, by value, excluding China.
Source: SWIFT Watch
*Non clearing centres

A decade of capital market relaxation
leads to debt market access through
“Connects” and other channels
The opening of China’s capital markets
started as early as 2007, with the first RMBdenominated dim sum bond issuance in
Hong Kong. Since then, the capital markets
landscape has evolved dramatically, with a
series of regulatory changes progressively
opening up the market to more foreign
investments.
Initially governed under specific schemes
authorising foreign investors’ limited access
to the Chinese Capital Market (QFII, QDII),
the internationalisation truly accelerated with
the launch of Hong Kong-China “Connects”,
which started with Shanghai and later
Shenzhen–Hong Kong Stock Connects.
Despite early operational challenges, quotas
and market fluctuations, these “Connects”
are now stable and have become business
as usual in the day-to-day access to China’s
equity market.
The 2015 mutual fund recognition scheme
between Hong Kong and China still needs to
deliver its promise of eased access to Chinese
funds products. At the moment, as for equities
flows, it is currently serving more the needs of
Chinese investors to invest offshore.
With the Hong Kong-China Bond Connect
though, a different story is unfolding. The
China domestic bond market is the 3rd largest
globally, though only 2% is held by foreign
investors. The current China Interbank Bond
Market (CIBM) access model is quite complex
and, as for all the other existing investment
schemes, not in line with international
practices.

Standards: continued global
standardisation efforts will ease
complexity
Indeed, challenges such as the lack of
harmonisation, the lack of Chinese market
practices documentation and the complex
structure of capital markets characterised
by multiple exchanges, clearing houses
and central securities depositories can be
considered as an impediment of the future
development and opening of China’s capital
markets. The standardisation of connecting
infrastructures and messaging will help to
address such challenges.
It is a fact that Chinese market practices
around securities transaction flows and
asset servicing, whether for bonds, equities
or funds, are not always well documented
and are far from being harmonised with
international practices.
The involvement of Chinese market
infrastructures in domestic forums such as
the National Market Practice Group and the
Securities Market Practice Group - both
facilitated by SWIFT would support operational
practice harmonisation which would enable
automation and easier access to the market
as well as reduction of operational risk and
cost for foreign investors.
In parallel, SWIFT has observed encouraging
trends around the adoption of international
data and messaging standards such as ISO
20022 or the Business Identify Code ISO
9162 especially in the area of payments. But
the Chinese securities industry is only starting
to look at these. As for payments, an effective
and efficient capital market internationalisation
will require the adoption of the international
standards used by the securities industry
around the world such as the International
Securities Identification Number (ISIN) or
ISO 15022/20022 not only for cross-border
activities but also for domestic transaction
flows to ease more foreign securities firms
and custodians establishing presence in the
Chinese market.

Connectivity: Fragmented infrastructures
need global messaging norms and
connections
The second key challenge is the structure of
the capital markets in China. It is fragmented,
with multiple exchanges, clearing houses and
central securities depositories each imposing
to participants’ proprietary standards and
connectivity mechanism.
Connecting these infrastructures to
SWIFT following international standards,
would definitively help. A standardised
communication platform should be leveraged
by all Chinese market infrastructures to allow
their participants, whether abroad or in China,
to connect in one globally recognised format.
SWIFT supports this vision by engaging with
the various post-trade infrastructures involved
around connectivity and standardisation of
the flows to ensure automation and straightthrough processing.
The journey is far from being complete,
but it is promising. To ensure full success,
more efforts will be required in terms of
convergences towards international practices
both for trading and post-trade activities but
the Chinese authorities have proven in the
past that they can adapt quickly and very
pragmatically to ensure their overall objectives
of opening China’s capital markets can be
achieved.

MT 103s (Credit Transfer Payments) and MT 202s
(Institutional Transfers) in CNY, transactions received YTD June 2017 for clearing outside of China
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FinTechs enable last mile
RMB connectivity

New financial technologies are
being rapidly introduced across
two domains in cross-border RMB
payments. Firstly, rapidly globalising
online payment companies such as
Alipay and Tencent through WeChat
Pay are increasing their presence and
reach across the globe. Secondly,
the Chinese banks, which are now
amongst the largest in the world, are
providing far reaching cross-border
payment services through SWIFT
gpi. FinTech is changing the last mile
payment experience for both retail
and corporate customers and we can
expect financial technology to play
a large role in further adoption and
utilisation of the RMB.

7

Online-driven FinTechs allowing Chinese
tourists to pay in RMB around the world
Up to July 2017, the China regulator has
issued 30 licenses to qualified digital
companies for their cross-border payment
business. The third party mobile payment
business in China has seen double digit
increase in the past three years. The wide
use of Alipay and Tencent, who together
capture more than 90% share of China’s third
party mobile payment market, is becoming
a catalyst for greater usage of the RMB in
countries around the world7.
Alipay has about 450 million users worldwide
and WeChat Pay (Tencent) has 800 million.
Although today the vast majority of these
customers and their payments are within
China, payment services are increasingly
popular in markets frequented by Chinese
tourists. It is a huge market opportunity for
those online companies as Chinese tourists
are forecast to spend more than USD 255
billion abroad by 20258. To support this growth
the major online payment companies are
investing heavily abroad to expand their reach.
Alipay is accepted in more than 120,000
offline stores in 26 markets across Europe,
North America, East Asia, and Southeast Asia
and WeChat Pay is available in 15 countries
and regions for payment in 12 currencies.
Increasingly, RMB payments through these
platforms are extending to e-commerce
outside of China and other service sector
export industries such as education.

Bank-driven FinTech over SWIFT gpi rails
grows global RMB utilisation
In the same way that dynamic FinTech
companies in China will further develop the
internationalisation of the RMB currency,
13 of the largest banks in China have
joined the SWIFT gpi service, the most in
a specific country globally. Together more
than 110 banks in more than 200 countries
and territories are committed to SWIFT gpi
and the service is now live with nearly 20
global transaction banks including Bank Of
China and ICBC in China. Further, CIPS is
also enabling gpi payments through its RMB
clearing infrastructure, creating something akin
to an expressway for RMB payments into and
out of China.
SWIFT gpi means that an RMB payment, of
any size, initiated in any part of the world can
be delivered to the end corporate on a same
day basis with high levels of transparency,
traceability, security, and compliance. SWIFT
gpi improves the customer experience of
corporate treasurers by enabling banks to
offer faster, more transparent and traceable
cross-border payments. Corporates and
consumers are making RMB cross-border
payments with China more easily via these
SWIFT gpi Chinese banks.

“The journey of RMB internationalisation has entered into the
first cycle of US interest rates hike since its inception in 2009.
The extreme volatility of the RMB rates from time to time
and unpredictable regulatory landscape may have increased
cautiousness in the adoption. In our view, new impetus
from the B&R initiative, which is joined at the hip with RMB
internationalisation, the opening up of more China Access
channels, such as the most recent China-Hong Kong Bond
Connect, and the continual efforts in market infrastructure
enhancement, such as launch of CIPS phase 2, will drive RMB
internationalisation back on track in becoming a G3 currency by
2020.”
Carmen Ling
Managing Director
Head, Global RMB
Standard Chartered Bank

Source : www.analysys.cn

Source: Mapping the Future of Global Travel and
Tourism report, from Oxford Economics and Visa
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About SWIFT and RMB
internationalisation

Since 2010, SWIFT has actively supported
its customers and the financial industry
regarding RMB internationalisation through
various publications and reports. Through its
Business Intelligence Solutions team, SWIFT
publishes key adoption statistics in the RMB
Tracker, insights on the implications of RMB
internationalisation, perspectives on RMB
clearing and offshore clearing guidelines,
as well as engaging with offshore clearing
centres and the Chinese financial community
to support the further internationalisation of
the RMB.
The SWIFT network fully supports global RMB
transactions, and its messaging services
enable Chinese character transportation via
Chinese Commercial Code (CCC) in FIN or
via Chinese characters in MX (ISO 20022
messages). In addition, SWIFT collaborates
with the community to publish the Offshore
and Cross-Border RMB Best Practice
Guidelines, which facilitate standardised RMB
back office operations.
Please visit www.swift.com for more
information about RMB internationalisation or
join our new ‘Business Intelligence Transaction
Banking’ LinkedIn group.

Support your RMB strategy
with fact-based insights
The growing importance of the RMB
currency and its role in financial markets
is evident. Because of this, financial
institutions and corporates have already
started to build their RMB strategy or
are planning to do so in the near future
but need more fact-based information
to identify where their organisation
stands.
To address these issues, SWIFT
Business Intelligence provides a free
Monthly RMB Tracker. Furthermore,
in order to obtain more granular
market information and a competitive
framework, SWIFT has developed a
compelling offering:
–– At the core of SWIFT Business
Intelligence sits the Watch
platform, a portfolio of online
reporting and analytical tools that
give you direct and easy access to
business intelligence about your
financial institution and the global
financial industry. For example,
Watch Analytics provide you with
direct access to business data of
RMB transactions allowing you to
perform a more dynamic search
and analysis.
–– In order to obtain more granular
market information and a
competitive framework, this can
be acquired through its extended
RMB Market Insights analysis
report. SWIFT’s RMB Market
Insights report responds to the
needs of SWIFT customers (both
Watch product users and nonusers). With this, you can benefit
from fact-based quarterly market
analysis using unique data only
available from SWIFT Business
Intelligence.
–– Similarly, the customised RMB
analysis leverages SWIFT’s
unique data and provides crucial
competitive and strategic insights
to optimise your business and
support your decision-making.
For further information about SWIFT’s
Business Intelligence RMB Consulting
Services and the full Business
Intelligence portfolio, please visit
www.swift.com
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Measure your performance
with SWIFT FX Performance
Insights
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The FX market is one of the largest
in the world but as a decentralised
market it is very difficult to compile
accurate amalgamated metrics. There
isn’t one “exchange” where every trade
is recorded. At Sibos 2016, SWIFT
announced a new FX service that
allows its customers to continuously
measure their FX business performance
and make more informed strategic
decisions, based on metrics derived
from actual transactions rather than
survey-based information
–– SWIFT FX Performance Insights
enables you to continuously
measure your FX business
performance against those of
your peers, and so make more
informed strategic decisions,
based on metrics derived from
actual transactions rather than
survey-based information.
–– The service provides a view on
the institution’s performance
against their peers across multiple
permutations of segments,
currencies and flows. SWIFT
has a unique data set and the
aggregated data and insights
provide valuable additional insight
to help our clients constantly
improve their client proposition.
The values provided are the total
number of transactions, and the
total value in USD equivalent for
that month. The rankings are
provided for each month/ quarter,
the previous month/ quarter, and
for the same month/quarter of the
preceding year.
–– The service deliverables are a
set of monthly reports provided
in a PDF-based layout. Individual
details on each of the peers,
anonymised except for that of the
subscriber, are shown in order of
ranking for that month.
For further information about SWIFT FX
Performance Insights, please visit
www.swift.com or e-mail
Watch@swift.com
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Disclaimer

SWIFT is a global member-owned
cooperative and the world’s leading
provider of secure financial messaging
services.

This report is provided for information
only. If the customer or any third party
decides to take any course of action
or omission based on this report and/
or any conclusion contained therein,
they shall do so at their own risk and
SWIFT shall not be liable for any loss
or damage, arising from their acts or
omissions based on this report and/
or any recommendations contained
therein.

We provide our community with a
platform for messaging and standards
for communicating, and we offer
products and services to facilitate
access and integration, identification,
analysis and financial crime compliance.
Our messaging platform, products and
services connect more than 11,000
banking and securities organisations,
market infrastructures and corporate
customers in more than 200 countries
and territories, enabling them to
communicate securely and exchange
standardised financial messages in a
reliable way.
As their trusted provider, we facilitate
global and local financial flows, support
trade and commerce all around
the world; we relentlessly pursue
operational excellence and continually
seek ways to lower costs, reduce risks
and eliminate operational inefficiencies.
Headquartered in Belgium, SWIFT’s
international governance and oversight
reinforces the neutral, global character
of its cooperative structure. SWIFT’s
global office network ensures an active
presence in all the major financial
centres.
For more information,
visit www.swift.com.
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