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There are no “twin surplus” any more

Balance of Payments (as % of GDP)
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The reversal of capital account has been driven by both
shrinking net inflows of direct investment and large net
outflows of banking-related investment.

Net private capital flows (as % of GDP)
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Decomposition of private capital flows

Direct Investment (as % of GDP) Portfolio Investment (as % of GDP)
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Towards structural deficits of direct investment

Direct Investment (USS bn)
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Banking-related inflows has

Quarterly Inflows (USSbn)
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been most volatile...

Quarterly Outflows (USSbn)
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...closely correlating with the changes of RMB
expectations in the past years.

Banking-related inflows and CNH premium
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Carry-trade driven corporate leveraging and
deleveraging

Reversing expectations about RMB in 2014 induced
corporates to unwind carry exposures
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Tightening FX controls may have spurred RMB-based

capital outflows,...

pips

Banks' Net Corss-Border RMB Transactions and CNH
Spread
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...which put downward pressures on CNH and led to
PBoC’s intervention in the offshore market.

CNH Forward Points 12-month (pips)
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PBoC’s New Trilemma
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Temporary Setback in RMB Internationalization?

RMB bn % Total Trade
2 000 -
100 | EEEERRVB Cross border trade settlement
1600 | — Share of Total Goods Trade (RHS) 30
1.400 2
1.200 N
1,000
800 5
oo 10
400
200 5
’ 0

Mar Sep Mar Sep Mar Sep Mar Sep Mar Sep Mar Sep
"M 11 12 12 13 13 14 14 15 15 16 16

RMB Deposits in Hong Kong (bn yuan)

1200
1000
800

600

400
- ‘“
. alll
o

:h
(=1
| g

Jul

=1 =1 =1 =1
< < < <

Oct
Jan
July
Oct
Jan
July
Oct
Jan
Apr

Jul
Oct
Jan
Oct
Jan
Apr

Jul
Oct

ot >

(8] —
(1]

o0& g3

July

2010 2011 2012 2013 2014 2015 2016

11



Capital flights under the current account

Balances of Services Trade (USSbn)
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Thanks for your attention!



