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= 1: KiR: https://www.bis.org/statistics/eer.ntm?m=6%7C187

Nominal effective exchange rates

Period averages; 2010 = 100" Table I1
2011 2012 203 2014 2015 | Q415 Ql16 Q216 Q316 Q416
Algeria 98.3 97.3 94,0 94.0 26.3 82.3 822 79.2 79.7 219
Argentina 90.8 8.3 75.9 53.3 55.7 54.6 3.6 374 34.3 34.4
Australia 107.1 1083 103.2 97.9 8a.7 86.7 87.2 88.5 90.1 916
Austria 100.0 0g8.4 99,9 1009 98,1 938.5 99.3 99.4 99.2 99.0
Belgium 100.6 083 1005  10L5 97.7 93,1 292 99.4 99.4 99.0
Brazil 1023 90.7 83.9 8L1 64.0 56.1 58.1 63.6 69.5 703
Bulgaria 1012 999 10L& 1039  10L8 | 1027 1040 1040 1040 1042
Canada 102.0 102.1 99.3 93.4 245 8L7 79.9 246 83.9 232
Chile 1016 1035 1028 9L7 23.0 24.6 86.0 874 89.6 aLs
China 100.2 1059 1119 1147 1256 1263 1239 1206 1173 1178
Chinese Taipei 1022 1027 1047 1048 1085 1076 1064 1083 1083 1115
% 2: KiR: https://www.bis.org/statistics/eer.ntm?m=6%7C187
Real effective exchange rates
CPl-based: period averages; 2010 = 100! Table 12
2011 2012 2013 2014 2015 | Q415 Q116 Q216 Q316 Q416
Algeria 99.2 1039 1015 1028 97.8 04,5 95,8 94.3 95.8 985
Argentina 95.2 98.2 90.1 74.0 86.3 88.3 68.2 721 70.6 724
Australia 1069 1085 1029 08.2 89.6 87.8 88.0 29.1 91.2 927
Austria 1003 988 1007 1021 996 | 1002 1008  10L1 1005 1007
Belgium 1010 99.0 1005 1004 96.3 97.0 98.6 99,1 08.9 984
Brazil 1046 94.4 20.0 8a.9 74.0 6.2 69.6 76.3 83.5 84.0
Bulgaria 1017 100.2 1008 99,8 96.6 96.8 97.7 96.3 96.8 96.2
Canada 1016 100.9 97.2 91.4 83.2 804 786 835 826 814
Chile 1008 1028 1016 92.0 90.2 87.6 233 90.3 923 942
China 1025 1087 1156 1183 1297 @ 1301 1297 1248 1212 1218
Chinese Taipei 1002 1003 1010 1002 1022 @ 1007 99.9 999 1020 1055

N H: NEER f1 REER & [E bRt & 55 4+ T 38R . g etk ey, HEm

NEER FHE X &5, REER 2wk, & T EEI LR H ] §E .

—. 2016 F=FHINSCETE RN HZBE

] prifs HARAT 2 € T R S A I ME— LA, B 1998 4 DLk EE =T
—. 255 https://www.bis.org/publ/rpfx16.ntm?m=6%7C35 W T Hi . LH. Xt

87 75 N1 55 55— LE 2]

Ho

52 MEREX I RAT NI EERITS 5 T 2016 ERE A, W 71T 1300 KR
ITAHAD A B R e . A 1 SR 7E 2016 4F 4 H IEH A2 5 H L RANLE
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https://www.bis.org/statistics/triennialrep/2016survey_guidelinesturnover.pdf.
RyEIX—IHE, B 2010 SELk, NRMIAZ5EH 7P, RUARTE
I BR2 5 A RN, AR 4% (&N 200%) (IR .

% 3: SRiE: https://www.bis.org/publ/rpfx16.htm?m=6%7C35

Turnover of OTC foreign exchange instruments, by currency

“Net-net” basis, April 1998-2016 daily averages, in billions of US dollars and percentage share Table D11.3

1998 2001 2004 2007 2010 2013 2016

Amount| % Amount % | Amount| % | Amount| %  Amount| % | Amount %  Amount %
usp 1325 87 | 1114 90 | 1702 88 | 2845 86 | 3371 85 | 4662 87 4438 58
EUR 470 38 724 37 1231 37| 1551 39 1790 33 1591 3
Y 332 22 292 24 403 21 573 17 754 19 | 1235 23 | 109 22
GBP 168 11 162 13 319 16 494 15 512 13 633 12 649 13
AUD 45 3 54 4 116 6 220 7 301 8 463 9 348 7
CAD 54 4 56 4 31 4 143 4 210 5 244 5 260 5
CHF 108 7 74 & 117 6 227 7 250 6 276 5 243 5
CNY 0 ] a 0 2 0 15 0 M 1 120 2 202 4

HMHBRERZE, EMZH2H NRMIEH (1340 123870 B4
o VISR S R E R (680 1435TT)

%= 4: RiE: https://www.bis.org/publ/rpfx16.htm?m=6%7C35

Turnover of OTC foreign exchange instruments, April 2016

Daily averages, in billions of U5 dollars Table D11.1
Total Spot Cutright Foreign Currency FX options
transactbons forwards exchange swWaps

Instrument, currency, counterparty Swaps

and country 2016 2016 2016 2016 2016 2016

Total, “net-net” basis 5.067 1,652 700 2,378 82 254

By currency
uso 4438 1385 600 2,160 74 218
EUR 1591 519 178 807 22 a4
Py 1,09 395 151 458 18 74
GEP 649 1 92 305 10 30
AUD 348 143 41 138 7 20
CAD 260 105 34 103 4 14
CHF 243 57 30 150 2 5
CNY 202 68 28 86 3 18
SEK 112 34 13 59 1 5
Other currendies 1195 388 232 490 23 6l

R X FEAE E BRANC T3 B ) A I dEds . XA TR T35038 5
(OTC) iz, o EEAEINIAZ T AT o iZFE AR IR W N B T 22 R
Temh, HEZHHT 5 E AT 0L R 5 e mhag b L.

= AHSRITWEIRS T

1Poenisch Herbert (2017) : AR : HERAKETR. KE: ErERLZgR, —AHUR, £—H.
www.imi.org.cn
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AHARAT W G vt Hdm (0 17 S mT LLE I 2] 1970 4, BRNSE umispttIl)E, Ak
TEEEX AN ST T 50 1 RARAT BUFEDE o Al ATIHE X — R ekt [ A B
BORA RSBk PRI, AT 23 [ P SEARAT 1 AR i R ARAT FBU D e it A
2T ] BT S < RO 08

A 2015 4, 7E 46 NMEZR (GRS T 44 NN RS AT ED A A

P IV 55 1) %% EEARATREAN TR AR E A Ah 1 rb SARAT 1 1 B 55 AN 4 e

X R E X g Bl A e = R PR AR T, DI E R, R T 2015
FIIN TIX I RGE. Hi 7 b AU 3 P 4% 1 i o #E U
https://www.bis.org/statistics/bankstatsguide_repregloc.pdf.

AHEAT L et 2dE (LBS) ik 1 PAIEHE LM H . Tem. THE. WM
Ji LR .

= 5: KiE: BIS IRITU S EIEREN

Locational banking statistics

By residence (LBS/R) By nationality (LBS/N)
Reporting countries 44 43
Business reported Financial assets and liabilities (incl denvatives)
Breakdowns reported
All reporting banks, domestic
Bank type banks, foreign subsidiaries, foreign not available
branches, consortium banks
Bank nationality not available =243
Type of position Cross-border, local
Currency Local, USD, EUR, JPY, GBP, CHF, others (optional)
Maturity For liabilities: debt securities (of which: =1 year)

Loans and deposits,
Instrument debt securities, For liabilities: debt securities
other instruments

Counterparty country =200 (incl reporting country) =76 (incl reporting country)

Banks® (of which: related offices, central banks),
non-banks®, non-bank financial institutions,
non-financial sector (general govemment,
non-financial corporations, households)

TR R A N T R 1 A TG SE e S B 58 MO ot i) B A DR AN H

https://www.bis.org/statistics/bankstats.htm

Counterparty secior
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Cross-border positions, by location of reporting bank and sector of counterparty

Amounts outstanding, in billions of US dollars

Sector of counterparty Bank sector
All sectors ich:
Total Of which:
Intragroup
Claims Liabilities Claims Liabilities Claims Liabilities
Lecation of reporting bank Q316 Q316 Q316 Q316 Q316 Q316
Banks in all LES reporting countries 28,238.5 25,684.2 14,830.2 14,1619 9,269.6 B.347.7
Australia 445.2 7324 2724 603.1 157.7 1594
Austria 2564 163.8 106.1 3.5 7.5 8.2
Bahamas 1240 1165 95.3 63.6
Bahrain 137.9 1381 52.7 824
Belgium 6139 5154 3531 283.5 218.2 139.2
Bermuda 126 3.0 49 0.5 2.8 0.5
Brazil 849 1418 81.0 136.0 66.2 56.2
Canada 562.5 4774 276.0 238.2 219.2 203.8
Cayman Llands 10735 10828 7610 649.2 BEE.S 524.7
Chile 173 25.8 129 215
China 8276 979.6 Y i Y !
Chinese Taipei 3770 210.2 2019 1083 96.8 610
=} = 1 —
MHIE S CeanR ED 15 gl H B R TR
R7: KiR: 2016 F=FEEPNEERITAMIRIT A Gt HiRE
Banks located in China
Positions reported by banking offices located in the specified country regardless of the nationality of
the controlling parent, in millions of US dollars Table AS
Claims Liabilities
Adjusted changes Outstanding Adjusted changes Outstanding
Q216 Q316 Q316 Q216 Q316 Q316
Total 32,375 50,163 827,606 26,268 63,222 979,649
Cross-border positions 32,375 50,163 827,606 26,268 63,222 979.649
Of which: local currency 6,337 12164 84,926 -11.952 —-4.780 351783
Local positions
Of which: local currency
Unallocated
Of which: local currency
Cross-border positions 32,375 50,163 827,606 26,268 63,222 979,649
By sector of counterparty
Banks \ ! \ \ \ it
Of which: intragroup Y, \ \ \ Y 4
Non-banks i \ Y \ \ \
Of which: non-bank financial A Ay Y \ Y A
Of which: non-financial Y \ \ \ Y i
Unallocated
By currency
Local currency 6,337 12164 84,926 -11,952 -4,780 351783
Foreign currencies 26,038 37.999 742680 38.220 68.003 627.866

Of which: US dollar 10476 33751 582264 26,361 24,450 298,513

W — AR R REIEE . pdf BRI AR, BIS St Eidm 8
(BIS Statistics Explorer) #1 BIS Ziit-##5-&:fif (BIS Statistics Warehouse) ft¥F
FH P H € ). https://www.bis.org/statistics/bankstats.htm
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LR R T AR R A ZE R AR DU SR B AT 1A, X
WRIEE TR B RS . P Em S, BE6i% (9796 143670) miTFEEid
;7 (8276 143K TT) o XM Hh EDA U [ KA 1§ A L.

AmARMER, ANRM (35181030 fifitimiz KT ANRM (849 123 70)
52 7= o 2 35 76 77 TH ARV o o B RO ERAT 20938 70 %5 7= (5823 12,36 70) EL 11 £ift (2985
%70 K%, g ERATEEC LT 2%, ART7Ek s,

=. BISiEA4iH ¥R

] Fodis SARAT 5% 051 S5 UE T IO AR (1 H R A2 3R A [ 5 [ A A ) B 55
FHESL AL, 35 E A fi% IS (DDS) « EFRfESIES (IDS) LLA K45
WEZF (TDS) . https://www.bis.org/statistics/about_securities_stats.ntm?m=6%7C33

DDS 2 & A NAE 2 B KA T AT IS5 IR TR, ANBIETF 2 DA 5t
iy T EAA RS = R E N IESR T, 2016 4E5E =FFEAAT 1 91830
e MIETF

IDS SE7E A& H N FIE L K 3t 3 UM T AT I 155177, Gl 2
gt ERCONBRIG SR AN B A5 (1 K AT . 2016 4R35 = 2R, P FRAATH IDS
xR, HA 1250 125870, XEIEFEE T EER (01 CDB) AT AR M

(41 CNH) F4k i
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3 Poenisch Herbert (2016) : H[E4ARITX AR TEPBRMLIG DI KE: EPrEALEE, TAFE=R, £=&
VU%s o http://www.imi.org.cn
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China
Debt securities issues and amounts outstanding, in billions of US dollars Table C3
Amount Met Amount Gross Met Amount
autstanding flows autstanding issuance flows outstanding
Total Of which:
Up to and
including
one year
Q216 Q316 Q316 Q416 Q416 416 4 16
Resident issuers
Total debt securities B,853.7 9,400.5
Financial corporations 3.377.0 3,520.2
Mon-financial corporations 24862 2597.7
General government 29905 3,282.7
Domestic debt securities 8,639.0 578.5 9,183.7
Financial corporations 3,2489 1624 33936
Short-term
Long-term
Mon-financial corporations 24671 1222 25796
Short-term
Long-term
General government 29231 293.9 32054
Short-term
Long-term
International debt securities 112.3 12.7 124.9 14.8 8.4 131.8 12.4
Banks 499 z4 523 49 44 56.2 5.0
By currency
Local currency 89 0.0 88 -0.2 283 2.2
S dallar 365 12 38.7 27 2.6 41.3 14
Euro 32 3.2 21 21 51 0.0
Other foreign currencies 1.0 0.5 L6 01 0.1 14 14
By original maturity
Short-term 17 k3 26 0.4 0.2 7 27
Long-term 452 L6 49.7 45 4.2 534 23
By interest rate type
Fixed 49.0 18 50.8 49 44 54.6 5.0
Other 0.9 0.6 15 0.0 0.0 15 0.0
Other financial corporations 33.6 50 33.7 20 14 39.3 15
By currency
Local currency 16 03 19 18 0.7
US dallar 292 48 340 2.0 14 354 0.8
Euro 28 28 26
Cther foreign currencies 0.1 01 0.0 0.0 0.0 0.0 0.0
By original maturity
Shart-term
Long-term 336 5.0 387 2.0 14 39.8 15
By interest rate type
Fixed 27.6 44 321 20 14 33.2 15
Other 6.0 0.6 6.6 0.0 0.0 6.6 0.0
MNon-financial corporations 16.0 47 20.7 43 09 213 22
By currency
Local currency 4.0 0.2 42 1.0 06 35 1.2
S dellar 9.7 44 14.2 24 0.6 147 0.3
Euro 04 04 0.4
Cther foreign currencies 1.3 0.0 1.8 1.0 0.9 2.6 0.6
By original maturity
Shart-term
Long-term 16.0 4.7 20.7 43 0.9 213 22
By interest rate type
Fixed 88 26 114 38 1.5 12.6 0.9
Cther 72 21 9.3 0.5 0.6 8.7 12

IMI | 40


https://www.bis.org/statistics/secstats.htm?m=6%7C33%7C615

A
H

mohzE ()

e

R
f

5 .
o i

2017 5% 23 ¥. % 215 #

The BIS Statistical Ingredients in the RMB

Internationalisation Index (RI1)

Herbert Poenisch?

The Bank for International Settlements has been a rather unknown institution,
compared with the IMF, the IBRD and other international financial organisations.

However, it is the oldest financial institution, established in 1930 and it has been
crucial for central bank cooperation. One of the main areas of this activity is the
collection of statistics to better monitor and understand global financial developments
which might undermine national monetary and financial stability.

The statistics published by the BIS are a unique source of information about the
structure of and activities in the global financial system. They are compiled in
cooperation with central banks and other national authorities and are designed to
inform analysis of financial stability, international monetary spillovers and global
liquidity?.

A key objective of this function is to promote the wider use of BIS statistics ,
especially for policy analysis. It builds on an international initiative to improve the
availability of key information for policymakers to assess risks across countries®.

Although the statistics were originally compiled with a specific purpose in mind,
they nevertheless have a wide range of possible uses. These uses include extending
monetary and credit aggregates, monitoring external debt , analysing banks’ country

risk exposures and documenting changes in financial intermediation. The BIS

1 Herbert Poenisch, Member of Academic Committee, IMI and former senior economist, Bank for International
Settlements

2 Bank for International Settlements-BIS (2015): Introduction to BIS Statistics. In: BIS Quarterly Review,
September, p 35 www.bis.org/publications

3 Ibid, p 35.
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statistics are referenced by a wide range of users for a widerange of purposes®.

Although the BIS statistics were not designed to monitor the Internationalisation of
RMB, one can trace this process through the breakdown in various statistics. This is
the purpose of the present contribution.

As the internationalization of RMB advances rapidly?, particularly since the
inclusion of RMB in the SDR basket in 2016, the BIS statistics have singled out RMB
among the other EME currencies. Thus, they offer vital insights into the use of RMB
in the international financial markets. In order for RMB to serve as an international
currency, RMB has to fulfill the three functions of money, denomination, transaction
and store of value.

Of all BIS statistical series available the following ones have been selected as
they offer the most relevant information on whether RMB can fulfill these functions
of money.

These are the effective exchange rate indices (for denomination in RMB), the
foreign exchange and derivatives survey 2016 (for transactions in RMB), the
locational banking statistics and the securities statistics (for store of value in RMB). In
order to demonstrate their usefulness, each of these statistics will be illustrated with
recent data and website references so that the reader can easily access data at a later
stage®.

1. The effective exchange rate indices

A nominal effective exchange rate (NEER) is an index based on a trade-weighted
average of bilateral exchange rates. A real effective exchange rate (REER) is the
NEER adjusted by some measure of relative prices or costs. Changes in the REER
thus take into account both nominal exchange rate developments and the country’s

inflation differential vis-a-vis trading partners®.

1 Wooldridge, Philip D (2002): Uses of BIS Statistics: An introduction. In: BIS Quarterly Review, March
www.bis.org/publications

2 International Monetary Institute-IMI (2016): Report on the Internationalisation of the RMB. www.imi.org.cn

3 Regular updates are published in the BIS Quarterly Review, which is published at the beginning of March, June,
September and December of every year.

4 BIS, ibid, p 48
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This indicator is based on published information, the daily exchange rates, the

inflation rates and the trade shares as reported in the IMF Directions of Trade
handbook. The RMB data go back to 1994.

The BIS EER indices currently cover 61 economies (including individual euro
area countries and, separately, the euro area as an entity). Nominal EERs are
calculated as geometric weighted averages of bilateral exchange rates. The weighting
scheme adopted is based on Turner and Van ‘t dack (1993). The weights are derived
from manufacturing trade flows and capture both direct bilateral trade and
third-market competition by double-weighting. Real EERs are the same weighted
averages of bilateral exchange rates adjusted by relative consumer prices in the two
countries?,

The data ( https://www.bis.org/statistics/eer.ntm?m=6%7C187 ) are published in
excel files, and can be manipulated through direct query. pdf tables are compiled
(see below).

Table 1: Source: https://www.bis.org/statistics/eer.htm?m=6%7C187

Nominal effective exchange rates
Period averages; 2010 = 100! TableI1

2011 2012 2013 2014 2015 Q415 Q116 Q216 Q316 Q416

Algeria 98.3 97.3 94.0 4.0 86.3 823 82.2 79.2 797 819
Argentina 90.8 88.3 75.9 53.3 535.7 54.6 38.6 374 348 344
Australia 107.1 109.3 103.2 97.9 88.7 86.7 87.2 88.5 90.1 916
Austria 100.0 934 99.9 100.9 98.1 98.5 99.3 994 99.2 99.0
Belgium 100.6 98.3 100.5 1015 97.7 93.1 99.2 994 99.4 99.0
Brazil 1023 90.7 83.9 8L1 64.0 56.1 581 63.6 69.5 70.3
Bulgaria 101.2 99.9 101.8 103.9 101.8 102.7 104.0 104.0 1040 104.2
Canada 102.0 102.1 99.3 934 84.5 817 79.8 24.6 839 83.2
Chile 101.6 103.5 102.8 91.7 88.0 846 86.0 274 89.6 915
China 100.2 105.9 1119 1147 125.6 126.3 123.9 120.6 117.3 117.8
Chinese Taipei 102.2 102.7 104.7 104.8 108.5 107.6 106.4 106.3 108.3 1115

Table 2: Source: https://www.bis.org/statistics/eer.htm?m=6%7C187

1 BIS, ibid, p 48
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Real effective exchange rates

CPl-based: period averages; 2010 = 100! Table 12

2011 2012 2013 2014 2015 Q415 Q116 Q216 Q316 Q416

Algeria 99.2 103.9 101.5 102.8 97.8 94.5 a5.2 943 95.8 98.5
Argentina 95.2 93.2 90.1 74.0 86.3 88.3 68.2 721 70.6 724
Australia 106.9 108.5 1029 98.2 89.6 87.8 88.0 89.1 91.2 92.7
Austria 100.3 93.8 100.7 1021 99.6 100.2 100.8 1011 100.5 100.7
Belgium 1010 99.0 100.5 1004 96.3 97.0 98.6 99.1 98.9 984
Brazil 1046 944 90.0 88.9 74.0 66.2 69.6 76.3 83.5 84.0
Bulgaria 1017 100.2 100.8 99.8 96.6 96.8 7.7 96.3 96.8 96.3
Canada 1016 100.9 97.2 91.4 83.2 804 786 835 82.6 814
Chile 100.8 102.8 101.6 92.0 50.2 87.6 883 90.3 92.8 94.2
China 102.5 108.7 115.6 1183 129.7 1301 129.7 1248 121.2 121.8
Chinese Taipei 100.2 100.3 101.0 100.2 102.2 1017 99.9 99.9 1020 105.5

USE: the NEER and REER are indicators of international price competitiveness.
The published data clearly show that China has the highest rate of appreciation of the
NEER as well as the REER which repudiates any suggestion of currency
manipulation.
2. The 2016 Triennial survey of foreign exchange and derivatives activities
The BIS is the only institution which conducts such a survey on a regular basis,
every three years since 1998. The result

https://www.bis.org/publ/rpfx16.htm?m=6%7C35 shows a breakdown into currencies,

instruments, counterparts and locations.

Central banks and other authorities in 52 jurisdictions participated in the 2016
survey, collecting data from close to 1,300 banks and other dealers. It asks reporting
institutions to compile data on spot forex trades and derivatives, such as swaps,
futures, forwards and options on a normal trading day in April 2016. The reporters
have to adhere to very strict reporting guidelines

https://www.bis.org/statistics/triennialrep/2016survey quidelinesturnover.pdf

According to this survey the CNY has doubled its share in the turnover ever
since 2010 reflecting the increased use of RMB in international transactions, reaching
4 percent (out of 200%) included in currency pairs (see below).

Table 3: Source: https://www.bis.org/publ/rpfx16.htm?m=6%7C35
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Turnover of OTC foreign exchange instruments, by currency

“Net-net” basis, April 1998-2016 daily averages, in billions of US dollars and percentage share Table D11.3
1998 2001 2004 2007 2010 2013 2016
Amount| % Amount % Amount| % Amount %  Amount] % Amount, % | Amount *
usp 1325 87 | 1114 90 | 1702 88 | 2845 86 | 337 85 | 4662 87 | 4438 88
EUR 470 38 724 37 0 1231 37 1551 39 | 1790 33 | 1591 31
Y 332 22 292 24 403 21 573 17 754 19 | 1235 23 | 109 22
GBP 168 11 162 13 318 16 434 15 512 13 633 12 248 13
AUD 45 3 54 4 116 ] 220 7 301 8 403 9 348 7
CAD 34 4 56 4 a1 4 143 4 210 5 244 5 260 5
CHF 108 7 74 & 117 ] 227 7 250 ] 276 5 243 5
CNY ¥] o a ] 2 o 15 ] 34 1 120 2 202 4

Another interesting result is that the use of RMB for financial transactions (USD
134bn) has overtaken the use for trade (USD 68bn) expressed in spot transactions.

USE: this is an indicator for the use of a currency in the international foreign
exchange market. This market is an OTC market, mainly between foreign exchange
dealers. It is a clear illustration that RMB is a maturing currency, used more for
financial transactions that just bilateral trade with China®.

Table 4: Source: https://www.bis.org/publ/rpfx16.htm?m=6%7C35

Turnover of QTC foreign exchange instruments, April 2016

Daily averages, in billions of US dollars Table D11.1
Total Spot Outright Foreign Currency Fx options
transactions forwards exchange SWaps

Instrument, currency, counterparty FHApS

and country 2015 2016 2016 2016 2015 2015

Total, “net-net” basis 3067 1,652 700 2,378 82 254

By currency
usD 4438 1,385 600 2160 74 218
EUR 1,591 519 178 2807 22 &4
ey 1,096 395 151 458 18 74
GEP 649 211 92 305 10 30
AUD 343 143 41 138 7 20
CAD 260 105 34 103 4 14
CHF 243 57 30 150 2 5
CNY 202 68 28 86 3 13
SEK 112 34 13 59 1 5
QOther currencies 1195 388 232 430 23 ol

3. Locational banking statistics
The history of the locational banking statistics dates back to the 1970, when the
emergence of the euro-dollar market, a market for a currency outside its own
jurisdictions was a concern for central bankers. They worried that this development

posed a challenge for domestic monetary policy. As a result they commissioned the

1Poenisch Herbert (2017): RMB-a maturing currency. In: International Monetary Review, January Vol 4, nol

WWW.imi.org.cnh
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BIS to collect cross-border banking claims and liabilities, comparable to balance of

payments financial account data.

As of 2015 major banks (domestic as well as foreign) with significant cross
border business in 46 countries (44 in table 5 plus Russia and China) and jurisdictions
report their cross-border assets and liabilities to their central banks on a quarterly
basis. These pass on the national statistics to the BIS which removes doubled counting.
China joined this reporting system in 2015. The reporters have to adhere to strict

reporting guidelines: https://www.bis.org/statistics/bankstatsguide_repreqloc.pdf

The locational banking statistics (LBS) are reported with the following important
breakdown: currencies, instruments, counterparty sector (see below)

Table 5: Source: BIS Introduction to the banking statistics

Locational banking statistics

By residence (LES/R) By nationality (LBS/N)
Reporing countries 44 43
Business reporied Financial assets and liabilities (incl derivatives)

Breakdowns reported
All reporting banks, domestic

Bank type hanks, foreign subsidiaries, foreign not available
hranches, consortium banks

Bank nationality not available =43

Type of position Cross-border, local

Currency Local, USD, EUR, JPY, GBP, CHF, others (optional)

Maturity For liabilities: debt securities {(of which: =1 year)

Loans and deposits,
Instrument debt securities, Faor liabilities: deht securities
other instruments

Counterparty country =200 (incl reporting country) =76 (incl reporting country)

Banks® (of which: related offices, central banks),
non-banks®, non-hank financial institutions,
non-financial sector {general govemment,

non-financial corporations, households)

Counterparty sector
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The summary sheet gives the total cross-border assets and liabilities in billions of

There are again various formats of presenting the data. The pdf is used above, the

BIS Statistics Explorer and BIS Statistics Warehouse allows the user customized

queries. https://www.bis.org/statistics/bankstats.htm

USE: the data give a summary view of stocks and changes in the past 2 quarters

adjusted for changes in the USD exchange rate. In the case of China the cross-border

liabilities (USD 979.6bn) were bigger than the cross-border claims (USD 827.6bn).

This means that China has a net liability to the rest of the world®.

Table 6: Source: BIS LBS 3Q2016

Cross-border positions, by location of reporting bank and sector of counterparty

Amounts outstanding, in billions of US dollars

Sector of counterparty Bank sector
All sectors Total Of which:
Intragroup
Claims Liabilities Claims Liabilities Claims Liabilities
Location of reporting bank Q316 Q316 Q316 Q316 Q316 Q3 16
Banks in all LBS reporting countries 28,2385 | 25,6842 14,830.2 14,1619 9,260.6 8,347.7
Australia 4452 7324 2724 603.1 157.7 159.4
Austria 2564 163.8 106.1 54.5 7.8 8.2
Bahamas 124.0 116.5 95.3 6E.6
Bahrain 137.9 1331 527 224
Belgium 6139 5154 3531 2835 219.2 139.2
Bermuda 12.6 3.0 49 0.5 23 0.5
Brazil 849 1412 81.0 136.0 66,2 56.2
Canada 562.5 4774 276.0 238.2 219.2 203.8
Cayman Elands 10735 10828 7610 649.2 688.5 5247
Chile 17.3 258 129 215
China B27.6 979.6 ! ! ! !
Chinese Taipei 377.0 210.2 2019 108.3 96.8 610

For individual countries (such as China) the currency breakdown is also

available.

Table 7: Source: BIS LBS 3Q2016

1 According to BOP capital outflows are net increases in assets (triggered by residents)and capital inflows are net

increases in liabilities (triggered by non-residents).
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Banks located in China

Positions reported by banking offices located in the specified country regardless of the nationality of

the controlling parent, in millions of US dollars Table AS
Claims Liabilities
Adjusted changes Outstanding Adjusted changes Outstanding
Q216 Q316 Q3ile Q216 Q3le Qile
Total 32,375 50,163 827,606 26,268 63,222 979,649
Cross-border positions 32,375 50,163 827,606 26,268 63,222 979,649
Of which: local currency 6,337 12164 84,926 -11,952 —4,780 351783
Local positions
Of which: local currency
Unallocated
Of which: local currency
Cross-border positions 32,375 50,163 827,606 26,268 63,222 979,649
By sector of counterparty
Banks \ \ \ \ \ \
Of which: intragroup \ A \ Y \ Y
Non-banks \ A \ Ay \ \
Of which: non-bank financial \ Y \ Y \ N
Of which: non-financial \ A \ Ay \ N
Unallocated
By currency
Local currency 6,337 12164 84,926 -11,952 —4,780 351783
Foreign currencies 26,038 37,999 742,680 38.220 68,003 627.866

Of which: US dollar 10476 33,751 582,264 26,361 24,490 298,513

The local currency component shows that liabilities in RMB (USD 351.8 bn) are
much larger than the assets in RMB (USD 84.9 bn). The picture is the opposite for
assets. The assets of China banks! in USD are much larger (USD 582.3 bn) than the
liabilities (USD 298.5 bn). The conclusion is that China banks have a long position in
USD and a short position in RMB?2,

4. BIS Securities Statistics

The purpose of the BIS data on debt securities is to capture the securitized share
of the domestic and international debt of a country. They include domestic debt
securities (DDS), international debt securities (IDS) and the total debt securities
(TDS).https://www.bis.org/statistics/about_securities_stats.htm?m=6%7C33

The DDS are debt securities issued in the local market of the country where the
borrower resides, regardless of the currency in which the security is denominated.
China has the 3" biggest domestic securities market in the world, with outstanding
issues of USD 9183 bn in the 3Q2016.

The IDS are debt securities issued in a market other than the local market of the

country where the borrower resides. They capture issues conventionally known as

1 The term China banks is used here for all banks resident in China, these are Chinese owned banks as well as
affiliates of foreign banks resident in China.

2 Poenisch Herbert (2016): Contribution by Chinese banks to RMB Internationalisation. In: IMI International
Review, Vol 3, No 3&4, October www.imi.org.cn
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eurobonds and foreign bonds. The IDS issued by Chinese residents are relatively

s
.4

small amounting only to USD 125 bn in 3Q2016. They include issues by Chinese
residents (such as CDB) in RMB (such as in CNH) as well as in foreign currencies.

The TDS are debt securities issued by residents in all markets (the sum of
international and domestic debt securities). The BIS does not calculate TDS. This is
due to potential overlaps between IDS and DDS statistics.

The data are retrieved by the BIS from published sources according to the
Handbook on Securities Statistics
(HSS).http://lwww.imf.org/external/np/sta/wgsd/hbook.htm
The most recent data in pdf format give the following picture for IDS issues in RMB
by Chinese residents (banks, other financial and non-financial
corporations).https://www.bis.org/statistics/secstats.htm?m=6%7C33%7C615

The above table 8 shows that outstanding international RMB issues (in CNH) by
Chinese residents amounted to USD 15 bn in 3Q2016 out of a total of outstanding
international issues of USD 125 bn (or 12% of the total). What is not shown in the
statistics is the issue of RMB denominated securities by non-Chinese entities, such as
the British Government?.

The debt securities statistics are the obvious example where the BIS purpose, i.e
to show debt securities in local and foreign currencies does not fully meet our
requirement of monitoring issues in RMB. Apart from Chinese residents,
non-residents such as the British Government and international organisations have
issued debt securities in RMB which are not shown explicitly in the statistics.

USE: in order to serve as an international currency, debt instruments
denominated in RMB have to be issued. This allows foreign investors to hold RMB
assets, thus fulfilling the third function of money, storage of value. Foreign

investors with the status of Qualified Foreign Institutional Investor and foreign central

1 British government securities in RMB are included in other currencies.
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banks can invest in domestic RMB securities (CNY). Any foreign investor can invest

in international RMB securities (CNH).

5. Conclusion

The BIS financial statistics have included RMB in their data during the last few
years. They cover most of the functions of an international currency. The
denomination function is covered by the exchange rate indicators, such as the NEER
and the REER. The transaction function is covered by the foreign exchange and
derivatives survey, the latest one in 2016. The store of value function is covered by
the locational banking statistics, such as cross-border deposits with China banks in
RMB. The outstanding amount and net new issuance of RMB denominated securities
which are available for investment by foreign entities in both, in CNY for domestic
securities as well as CNH in international securities are shown in the BIS securities
statistics.

Other significant RMB business is conducted by Chinese banks in Hong Kong,
London and other locations. Their business would be included in the statistics of these
reporting countries and regions. However, there is no break down into RMB, as only
USD and EUR are explicitly reported in addition to their respective local currencies,

such as HKD, GBP.
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Table 8: Source: BIS Securities Statistics https://www.bis.org/statistics/secstats.htm?m=6%7C33%7C615

China
Debt securities issues and amounts outstanding, in billions of US dollars Table €3
Amount Met Amount Gross Met Amount
outstanding flows outstanding issuance flowes outstanding
Total Of which:
Up to and
including
one year
Q216 Q316 Q316 416 Q416 416 416
Resident issuers
Total debt securities 8,853.7 9,400.5
Financial corporations 33770 3,520.2
Non-finandal corporations 24862 2597.7
General government 2990.5 32827
Domestic debt securities 8,639.0 578.5 9,183.7
Financial corporations 32489 1624 339856
Short-term
Long-term
Non-finandal corporations 24671 122.2 257956
Short-term
Long-term
General government 29231 2939 32054
Short-term
Long-term
International debt securities 112.3 12.7 124.9 14.8 B84 131.8 12.4
Banks 499 24 523 49 44 56.2 5.0
By currency
Local currency 89 0.0 3.3 0.2 33 22
US dollar 368 19 38.7 27 2.6 413 14
Eurc 32 3.2 21 21 51 0.0
Cther foreign currencies 1.0 05 16 01 01 14 14
By original maturity
Short-term 17 0.8 26 0.4 0.2 27 27
Long-term 452 L& 49.7 45 4.2 534 23
By interest rate type
Fixed 49.0 13 50.8 49 4.4 546 5.0
Other 0.9 0.6 15 0.0 0.0 15 0.0
Other financial corporations 336 5.0 33.7 20 14 39.8 15
By currency
Local currency 1.6 03 1.9 18 0.7
US dollar 292 48 340 20 14 354 0.8
Eurc 28 28 26
Cther foreign currencies 0.1 01 0.0 0.0 0.0 0.0 0.0
By original maturity
Short-term
Long-term 336 5.0 387 20 14 39.8 15
By interest rate type
Fixed 276 44 321 20 14 332 15
Other 6.0 0.& 6.6 0.0 0.0 6.6 0.0
Non-finandal corporations 16.0 4.7 20.7 43 09 213 22
By currency
Local currency 40 0.2 42 1.0 0.6 35 12
US dollar 9.7 44 14.2 24 0.6 14.7 0.3
Eurc 04 04 04
Cther foreign currencies 1.3 0.0 1.8 1.0 049 26 0.6
By original maturity
Short-term
Long-term 16.0 47 20.7 43 0.9 213 22
By interest rate type
Fixed 88 26 114 3.8 15 12.6 0.9
Other 72 21 9.3 0.5 0.5 3.7 1.2
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Composition of Public Spending on Water and Transportation
Infrastructure as a Share of GDP
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Source: Congressional Budget Office (2015); CEA calculations.
Wpared by Prof. Steve H. Hanke, The Johns Hopkins University
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Privatization: The Real Way to Make American

Infrastructure Great Again
Steve H. Hanke!

When it comes to infrastructure, BlackRock’s CEO, Larry Fink, has it right. The
head of the world’s largest asset management company, and a member of President
Trump’s Strategy and Policy Forum, is beating the privatization drums. As Fink
recently put it: "These [infrastructure] projects must deliver competitive returns and
that will often require efficiencies that can only be achieved through private
ownership.” Hopefully Fink delivered that message at yesterday’s Strategy and Policy
Forum at the White House.

It’s as if Fink lifted a page from Adam Smith’s The Wealth of Nations (1776). In
that classic, Smith wrote, “No two characters seem more inconsistent than those of
trader and sovereign.” Smith argued that public ownership and administration were
negligent and wasteful because public employees do not have a direct interest in the
commercial outcome of their actions. Indeed, they have no skin in the game. To prove
his point, Smith stressed that publicly-owned lands in Europe were only 25% as
productive as comparable private lands.

Comparative cost analyses of private versus public provision of goods and
services support Smith’s conclusion. Considerable evidence shows that the cost
incurred in publicly providing a given quantity and quality of output is about twice as
great as in private provision. This result occurs with such frequency that it has given
rise to a rule-of-thumb: “The Bureaucratic Rule of Two.”

But, just how does one introduce and maintain competition in the infrastructure
field? After all, for many infrastructure projects, a monopoly will often naturally
emerge because a single firm can produce goods and services more cheaply than
multiple firms. For example, multiple ports, airports, bridges, etc. at the same location

are not economically viable.

1 Steve H. Hanke, Member of IMI International Committee, Professor of Johns Hopkins University.
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To ensure that competition prevails, a system of competitive bidding for

4.
x

privately-owned infrastructure franchises, as first articulated by Edwin Chadwick in
1859 and as widely practiced in France today, is the way to go. Though competition
within a market may be impossible, the benefits of competition for that market may
be attainable.

So long as there is vigorous bidding for an infrastructure franchise, the best of
both worlds - avoidance of redundant facilities together with competitive prices - can
be had. Indeed, the key to the franchise-bidding approach for private infrastructure is
the terms of the bidding. Instead of bidding in terms of a sum to be paid for the
franchise, bidding should be in terms of the prices that the franchisee would charge
and the services the franchise would provide the public. The franchise should be
awarded to whichever bidder promises the best combination of price and quality to
consumers.

To implement this system, the government need only create a buyers’ agency
with a mandate both to conduct the auction and to devise the contracts for the
construction, maintenance, or operation of the facilities.

Once the franchise is granted, enforcement of the contract can itself be privatized.
An accounting firm, for example, could be retained to audit the franchisee and
confirm that the terms of the contract have been observed.

To create additional incentives for franchisees to maintain and improve quality,
contracts could require the franchisee to post a bond for the duration of the franchise.
This bond would be forfeited to the contract enforcers if the franchisee is found to be
in violation of the contract. It would serve essentially the same function as a “security
deposit” on an apartment.

Once in place, the franchisee will have every incentive to aggressively control
costs, adopt new technologies, etc., since every dollar of cost saved is an extra dollar
of profit earned.

If the firm’s managers are not attentive to cost control, the firms’ profits would
fall, share prices would decline, and the firm would become a ripe target for takeover.

As the chart below shows, public infrastructure as a portion of GDP has drifted

downward over the past half-century. President Trump wants to change that trend, or
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at least stabilize it. Larry Fink has the right idea: privatize infrastructure. The trick
will be to develop a “smart” infrastructure program.

Composition of Public Spending on Water and Transportation
Infrastructure as a Share of GDP

3.0%

2.5%

2.0%

1.0%

0.5%

0.0%
1956 1966 1976 1986 1996 2006
Source: Congressional Budget Office (2015); CEA calculations.
pared by Prof. Steve H. Hanke, The Johns Hopkins University

‘Composition of Public Spending on Water and Transportation Infrastructure as a Share of GDP
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