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(1) Background - Diversification of the International Monetary System

. Historically, a period incurring an economic or monetary crisis
was usually a period experiencing a change in the monetary sj/st'“"‘
or the internationalization of emerging currencies as well.

. Changes in the world's econonpiattern and quick rise of

political and economic statuses of emerging economies after tI§1e L
crisis would constitute a strong guarantee for shaping a new gEob | | /
monetary system. . /
. The QE policies of the US Federal Reserve have profound e

implications and the current international monetary system is
exposed to systemic risks.
. The international communitgppeals to include RMB into the
SDR basket, in a move to build a new diversified international :
monetary system and further ensure the stability of the currenéy
exchange rates and the world economy. :




(I) Background - EconomicGlobalization & China's Economic
Development

@ Chi ranfrehensivepening up to the remaining parts of the world at different levels and in wide scopes, with tt
growing economic strengths.

W China is the world's second |l argest economy. | MF 1
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(I) Background - EconomicGlobalization & China's Economic

Development
@ As the world's largest exporter and second largest importer, China increases its trade with other economies o

ears. . . , : o -
y Trade volumes of China with world's major economies in 20092014 (USD100 million)
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Data Source: Websites of the State General Administration of Customs of China .
(USD2100 million)

_ South . ' ' Total import
EU America ASEAN Japan Hong Kong Africa Australia Russia India Canada & \(/aglﬂzrt
2009 3640 2983 2130 2288 1749 1562 161 601 388 386 297 22075
2010 4797 3853 2928 2978 2306 2072 256 881 554 556 371 29728
2011 5672 4466 3629 3429 2835 2456 454 1166 792 739 474 36421
2012 4925 4847 4001 3295 3415 2563 599 1278 882 665 700 38668
2013 5591 5210 4436 3126 4010 2742 652 1364 892 655 544 41603

2014 6151 5551 4804 3124 3761 2905 603 1369 953 706 552 43030



(I) Background - Growing Demands of Enterprises for RMB

Enterprises’ practical demands

(( Trade facilitation

Help global enterprises
develop the Chinese market
and promote trade
relatiorship; mitigate the
exchange rate risk and
reduce the currency
exchange cost; have
discretionary power in
different markets.

«

Enterpriss 6
RMB businesses are
gradually extending from
the settlement under the
current accounts to the
investment & financing
under the capital accounts.

Investment
facilitation

Diversified asset) 10%

allocations

Enterprise 6 demands ar e B
shifting from crossborder

arbitrage and financial cost

reducing to risk mitigation,

medium & longterm cross

border asset allocations and

other valueadded demands.

demands

crossborder
financial services

Enterprise 6 demands ar
shifting from single

conventional trade

settlement and financing

products to crosborder

integration of cash flows

and whole package of

integrated management

services.
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(1'l) RMBOs Gl obal 1 nfluences exp

20%

Market share of crossborder s
for trade in goods (PBOC)

@ Rank as a global payment curr‘ 5th (2.17% of total)
C 28 countries/regions
3 Bilateral currency swaps agree

(PBOC) RMBS3 trillion
Number of countries/regions hav Over 200
border payments/receipts in RM countries /regions

w/ Mainland China (PBOC)



(1'l) RMBOs Gl obal 1 nfluences exp

\ . Total of current account
. Crosshorder RMB (20092014):
settlement under current RMBL6.7 trillion
accountsemains the main Current
accounts

carrier for RMB
internationalization.

The share otrossborder
RMB settlement under
capital accountsvill increase
significantly.

Capital
accounts

] . Internationalization
Total of direct investme

(20092014): RMAR..9
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(1'l) RMBOs GI| obal I nfl uences exp

Offshore RMB centers grow fast.

- Germany, France, LuxemburBMB 1 . Canadanffshore

. clearing center, RMB bond | ' RMB center
R e | Japan, South Korea: ﬂ,f’f‘??f‘{'?t,',‘,’,r,‘ ,,,,,,,,,,,,,
' London RMB clearing center, RMBM'dd'e Asia o ' bilateral currency swap,
. denominated bond and commerual Silk Road . | direct quotation of RMB‘

bill, RMB related FX trading, LME | SO2Y2YA O ¢ 0 a%ém&tﬁJPY & KRW
' RMB settlement

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

Hong Kong Most | e
important offshore RMB Talwan currency clearlng
center, over RMBL1 trillion | - mechanism, RMB bond

RMB funds rich product L

portfolio D 3209000 G :
' South America |

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

 Africa:add RMB as its foreign | | ASEAN  Maritime - '/ KAYl Qa « 3

| : U {AE] w2FRE ' projects |
- exchange reserve orinvestin | (1% ° L L RE | Australia, New Zealand:

| KAY Il Qa OF LA G I f Y I NJ SiG A y Vet quotation of RMB
| § § against AUD & NZD,
””””””””””””””””””””””””””””” i Oceania bond in RMB



(1I1) RMB Is expected to become the third largest international currency

International monetary

@ Step development based on three functions system
@ By 2025 RMB is expected to become the
third largest international currency after the USD EUR RMB
US dollar and the Euro.
__Pricing &
30% settlement
Investment
20% & trading
10% —=jnternational
/ reserve
2009.6 2015 I 2020 m 2025
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(1) Policy Framework of RMB internationalization

Cross-border RMB utilization involves two cycles:

W Crossborder cycle: A. Trade; B. Investment; C. Iab@mk cooperation; Onter-
governmental cooperation.

Y Overseagycle Mainly involves offshoreRMB markets.

——

- -—
- -
-

Cross-border

. . H K
utilization of RMB Sfichore

center

A. Trade

D. Inter- Crossborder Overseas Macau
governmental B. Investment

cooperation CyCle cycle Taiwan

C. Inter-bank Singapore
cooperation

London



(1) Policy Framework of RMB internationalization

Milestones:
Expand domestic Expand pilot Expand the list  Facilitate business oo order RMB policy
The pilot ~ Pilotareas to 20 areas to all of pilot export process under under Shanghai Free Trade
initiated provinces and cities over the country enterprises current account Zone

2010 2011

Encourage RMB

to be used in new
Areas, such as panda
bond, qualified domestic
institutional investor
(QDII), and cross-border
cash management

Accelerate RMB back flow; Capital account unlocked , Domestic enterprises  FDI of foreign

improve clearing channel including overseas direct could issue the RMB financial

of RMB investment (ODI), foreign bond in HK institution
direct investment (FDI), unlocked
project loan, and qualified
foreign institutional investor

(QFIN
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(1) Policy Framework of RMB internationalization

Trade and other current accounts

Under the current accowgpolicies on cros®order RMB settlemertitave covered theommodity
trade, service trade, income transfer and other current account items

Policy Market
Item Fully open Partially open Unopened Current Future

Goods

Import a

N Special Dynamic

Export a supervised list adjustments
Services 3
Income 5
Current transfer a




(1) Policy Framework of RMB internationalization

Capital accounts

Enterprises canonductRMB ODI, FDI and cros$order RMB loans, etc.

Policy Market
Item Fully open Partially Unopened Current Future
open
Capital nflow
FDI 3 Regulatlons Scale up
introduced gradually
Domestic nterbank bonds market a Total scale control Scale up
gradually
Scale up
RQFII 3 Total scale control gradually
Others a
Capitaloutflow
~ Regulations Scale up
ODI a introduced gradually
Overseas tndsmarket a Case by case Scale up
approval gradually
Overseas securities market a Case by case Scale up
approval gradually

Others

Qan




(11) Outlook for Policies & Market

@ The policy framework for crosisorder circulation oRMB,
t h a trade isinvéstment + offshore markehas basically
taken shapeCrossborder trade settlement remains a basic
RMB business for some period in future, and servdébeas .
major source obverseas RMB capital. RMB services scaley"'
up in crossborder trade and investment, and will gradually::
extend to the financial markets. ‘;‘

@ Significant progress will be achieved in convertibility of
RMB under the capital accounts, interest rate liberalization,
and thereform of the exchange rate formation mechanism
etc, which will further promote a benign crebsrder
circulation of RMB and facilitate enterpriséeconomic and
trade activities irRMB.

@ Inthe long run, RIB is expected to become an important
part of the international monetary system.

17
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(1) History of BOC

Brilliant History of 100 years

1979
became the 1994
1953 specialized bank reformed to be the
theonly licensed for foreign stateowned
bankto handle exchange and trade = commercial bank
1912 1928 foreignexchange
Pana; businesses

Former Da Qing Bank restructured as  began to  conduct
Bank of China and established as foreign  exchange

central bank of the Republic of China ~ and  international
tradebusinesses

/

/

2006

successfully listed in domestic and
overseas markets

2004

Bank of China Limited
was formally
Incorporated in Beijing
as a joint stock
commercial bank

v

19



(1'l') BOCOs RMB internationali zat

Diversifiedfinancial platform

BOQhas a diversified and integrated financial service platform and delivers commercial banking,
investment banking, insurance, asset management, aircraft leasing and other financial services.

5

Bank of China

Commercial Investment Equity Aircraft
) : Insurance . Fund .
banking banking investment leasing
Head Office,
branches, BOC
subsidiaries, BOC BOC BOCG BOC Aviation
. . Investment
representative International Insurance Investment Pte. Ltd.
) Management
offices &
BOCHK
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(1'l) BOCOSs

Rich financiaproducts

V Crossborder RMB
settlement

VRMB import/export
financing

V Crossborder RMB
guarantee

V Crossborder RMB
refinancing

VRMB supply chain financin/
V Crossborder RMB factorin:
V Crossborder RMB forfaitir,
V Crossborder Hui Li Da

X X

dirade finance

V Quick account opening
V Crossborder RMB cash
management

V Overseas institutional
account services

VRMB wealth managemer
VRMB notes

X X

RMB i

nternat

Corporate

banking

All-dimensional cros
border
RMB services

Market
trading

onal i zat

VRMB deposits

V Crossborder RMB direct
loans

VRMB export buyer's credit
V Crossborder RMB project
loans

V Crossborder RMB
advisory service

X X

VRMB spot trading

V RMB forward trading
VRMB swaps

V Overseas RMB bond
issuance

VRMB fund

VRMB agent

Ay@gSaildyYSyad X X
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(1'l') BOCOs RMB internationali zat

Leading business scale

Crossborder RMB settlementvolumeof. h/ Q&4 R2YSAUGAO AyalAddziAzy

Volume
RMB100 million)

w34 11985 17663 @ 25545

2009 2010 2011 2012 2013
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(1'l') BOCOs RMB internationali zat

Professional market research

Bankof Chinacrossborder RMBindex(CRI) White paper on RMB internationalization
business of Bank of China
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(1'l') BOCOs RMB internationali zat

Broad customer base

citi JPMorgan @?;Eﬁﬂ%ank BBVA CEZVUE Standard Chartered N
HBCE Dexanss  PI  gocscon @
SMEG ERawerama7 Py X wrda 22 % ....-_,ﬁ zn ﬁl

State Bank of India 9 ... 5.0k =
BB KA AIR LIQUIDE @ ' AN /g
ca’yfﬁ{{ SINOCHEM GROUP ’Fﬂ

Das Auto. SERFE NTLE

F W
(AN r L]

CNPC
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(1'l) BOCOGs RMB i nternational

Sound international brand

Global systemically important financial institution ] v-—,
The first bank engaged in trade finance in Chinese malnland 1 FORTU
The world's largest bank in terms of international : ’
settlement volume
The most internationalized and diversified bank in China
U Overseasnstitutions in37 countriesand Hong Kong,
Macau, Taiwan regions
U More than 1,600 correspondent ban&sross the world
u Offer three RIB clearing patterns¢ agent bank, clearing
bank and designated overseas clearing house, and takiné
leading position in the quantity of crosé®rder RMB inter

TheBanker
2o

bank clearing accounts; : FruncoAss
_ _ _ : COUNTRY
U The sole designated RMBaring bank in Hong Kong, : AWARDS
2009
Macau and Taiwaregionsand France, Germany, Australla ot Private o
and Malaysia; ) [ - P
u Offer RMB account clearing servisd¢o global customers : PO fonbipit BankofChina

across time zones

| zat
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