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Both the Asia ex-Japan USD bond and the off-
shore RMB (dim sum) bond markets returned a
strong performance for the year of 2012 after a
sharp correction during the second half of 2011
(see Fig. 1). The 2012 performance came from a
strong recovery rally in the early part of the year
and a strong bull market during the second half,
despite a weak Q2 performance. Issuers were
able to ride on the sentiment boat for their
timely push in the new issuance front.

The Asia ex-Japan USD new issue market had
another banner year. The total issuance was at
$117bn, which has doubled the 2011 total, led
by Chinese issuers (China/HK: 42%) in terms of
geography and by corporate issuers (62%) in
terms of sector. IG issuance made up 69% of the
total (see Fig. 3, 4 & 5).

The issuance volume from China/HK names has
continued the trend of a rapid growth since 2009
(see Fig. 6). Corporate issuance dominated the
market, with 42% from industrials, 28% from
property developers and 19% from diversified
operations. Although 5-year was still the most
popular tenor (44%), 10-year issuance was not
far behind (40%), and 30-year issuance also be-
came meaningful (4%). Among other issuing
features, China SOEs made up 41% of the total
volume, followed by HK corporates (35%) and
Chinese non-SOEs (24%) (see Fig. 7, 8, 9 & 10).

The new issue market of dim sum bonds also saw
further development in 2012 following a surging
growth in 2011. The total issuance (excluding
RMB CDs) was at RMB 121.8bn, up 9%YoY (see
Fig. 11). The issuer profile also became further
diversified. Although 2- and 3-year remained the
most tenors (72%), 15- and 30-year bonds also
emerged during 2012 (see Fig. 12). Sector-wise,
financial bonds returned to dominate the new
issue market, accounting for 50% of the total
volume, while industrial bonds made up 20%,
down from the 50% of 2011 (see Fig. 13). Geo-
graphically, issuance from Chinese names ac-
counted for about 60% of the 2012 total, shrank
further from previous years, thanks to the par-
ticipations from more multinationals in this
market (see Fig. 14), and in particular, European
issuers accounted for 14% of the 2012 total, up
from 8% in 2011. We also saw dim sum bond
issuance from a number of South American enti-
ties. Among Chinese issuers, new government
policies have promoted many onshore banks and
non-financial corporates issuing dim sum bonds
directly in HK. In the ratings front, 72% of the
total volume had ratings, up from 49% in 2011
(see Fig. 15).
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Chinese securities companies.

April 2012: RQFIl quota was expanded by
RMB 50bn and can be used for HKEX listing
of RMB A-share ETFs based on A-share in-
dex constituent stocks.

Apr. 2012: PBoC widened the daily trading
band of RMB against USD to *1% from
+0.5%.

May 2012: RMB bond issuance in HK by
Mainland-based non-financial firms was
formally approved by the NDRC.

Aug. 2012: Non HK residents were allowed
to open RMB accounts and receive RMB
services from HK banks.

Aug. 2012: Taiwan’s central bank signed an
MOU with PBoC to establish RMB clearing
service in Taiwan. In Dec. 2012 PBoC au-
thorized Bank of China Taipei Branch to be
the RMB clearing bank in Taiwan.

Nov. 2012: RQFIl quota was expanded again
by RMB 200bn to a total of RMB 270bn.

Dec. 2012: PBoC issued rules allowing
companies registered and operating in
Qianhai district of the Shenzhen special
economic zone to borrow yuan from banks
in Hong Kong, clearing all the three RMB
repatriation channels in bonds, stocks and
loans.

2008 - 2012: PBoC signed a series of bila-
teral currency swap agreements with for-
eign countries. At present, a total of over
RMB 1.6 trillion worth of bilateral currency
swap agreements were signed with 18
countries, with the $30bn swap deal with
Brazil to be the latest.

Market developments:

RMB deposits in HK reached RMB 571bn at
end of Nov. 2012, accounting for about
8.7% of the total deposits and 17.5% of the
total foreign deposits.

Outstanding RMB bank loans in HK reached
RMB 60bn as of the end of Jul. 2012, 4
times that of the end of 2011.

From Jan. to Nov. 2012, the cross-board
RMB trade settlement reached RMB 2.368
trillion, up 41% YoY.

The outstanding amount of RMB bonds is-
sued in HK has grown to RMB 247bn, as of
the end of 2012. The 2012 issuance
reached RMB 121.8bn, as compared to the
$117bn of USD-denominated bonds (RMB
729bn equivalent) from Asia ex-Japan re-
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gion for the same period.

m HK’s RMB CD outstanding reached over
RMB 126bn as of the end of 2011. Most of
the CDs were issued by Chinese banks. The
2012 issuance reached RMB 154bn, up
97%YoY.

m  The first HK RMB IPO, Hui Xian REIT, was
listed in Hong Kong in Apr. 2011 for a total
of RMB 10.48bn. Hopewell Highway Infra-
structure launched the first RMB new
shares placement in Oct. 2012.

m Hang Seng RMB Gold ETF, the first RMB
Gold ETF, was launched in Feb. 2012.

m  The HKEx launched the world’s first deli-
verable RMB currency futures in HK in Sep.
2012.
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