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A synopsis of the offshore RMB CD market
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Z T (Steve Wang) BREBEFARNT BRI . / As a type of short-dated in-

+ (852) 3988-6925 vestment and liquidity management instrument, certificate of

deposits (CDs) issued by banks in the offshore RMB market

have been growing fast in recent years, thanks to both the

rising yield of the product and active marketing by the capital
market.
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giong.wu@bocigroup.com RMB CDs were from Chinese and HK local banks, and the Big-4
Chinese banks make up 4 of the top 5 issuers.

XK (LueyLiv) w BRAPAR T ARIELIZHREF FREE L ITEH LT
+(86) 21-20328025 Fe AT, Rk 1 FEAEFIERAF I, / Offshore RMB
CDs are largely sold on a tailor-made basis in terms of sizes
and tenors, but 1-year CDs are the most popular one.
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X%, / Buyers of offshore RMB CDs are of variety, but they
largely hold the instruments to maturity, resulting in very li-
mited secondary liquidity of these CDs, except for a few
mega-sized ones.
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RMB CD rates have largely moved along with the rates of
other wholesale fixed income products in the offshore RMB
market, such as offshore RMB bonds. In our view, the tai-
lor-made flexibility of CDs continues to attract buyers who
look for decent yields for their short-term liquidity manage-
ment.
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As a type of short-dated investment and li-
quidity management instrument, certificate of
deposits (CDs) issued by banks in the offshore
RMB market have been growing fast in recent
years. The growth of this offshore RMB market
segment was boosted by both the rising yield of
this type of financial products and active mar-
keting of these products by the capital market
as a supplement to short-dated offshore RMB
bonds.

The issuance

The total RMB CD issuance in HK has reached
approximately RMB 154bn in 2012. This
represents a 97% increase from the estimated
RMB 78bn total of 2011. The pace of growth
has been even faster this year, as the YTD is-
suance of CDs reached approximately RMB
120bn, about 78% of the annual total of 2012.
Although this high YTD volume could partly be
attributed to the large amount of CDs maturing
in the period (about RMB 56.5bn), we continue
to see a very active market of new issuance so
far. In contrast, the offshore RMB bond market
has been relatively quiet, as the YTD issuance
amounted to only about RMB 43bn (see Fig. 1).
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Majority of the offshore RMB CDs were from
China/HK banks. As a matter of fact, about 94%
were issued by Chinese or local HK banks. Fig. 2
lists the top 10 issuers. The Big-4 Chinese
banks are among the top 5 largest offshore
RMB CD issuers. However, a growing number of
other Asian and European banks have entered
this market for offshore RMB funding, such as
DBS Bank, National Australia Bank and BNP Pa-
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ZATEAE
He KA Estimated
Rank Issuer Amount
(+427T/RMB bn)
1 % E4%4T/BANK OF CHINA 50.0
5 % [ 3 47 /CHINA CONSTRUCTION 478
BANK :
3 % [E T47/INDUSTRIAL & 10.4
COMMERCIAL BANK OF CHINA :
4 & 474RA4T/STANDARD CHARTERED .
BANK :
g T ERAT/AGRICULTURAL BANK 65
CHINA :
6 K[E4R4T/WING LUNG BANK LTD 4.7
; ¥ £ B F47/CHINA 43
DEVELOPMENT BANK
8 7 T4R4T/BANK OF EAST ASIA 4.2
5 % [E 38 4% 4T /BANK OF 3.9
COMMUNICATIONS
10 PAE4RATE FR/CITIC BANK INTL 3.6

HERF: . P4 ER/Sources: Bloomberg, BOCI




@ B‘!;: lé‘g{z‘m\@lo%

ribas Bank, etc. China/HK financial institutions
with investment grade ratings (ranging from
Baa3 to Aa3) are the regular issuers. Their CD
offerings are quoted on a daily basis.

Offshore RMB CDs can have various issuance
sizes, ranging from RMB 100mm to RMB 3bn.
Tenor-wise, CDs can be as short as 1 month to
as long as 10 years, but 1-year CDs are the most
popular one (see Fig. 3). 1-year CDs accounted
for 55% of the total issuance since 2010, fol-
lowed by 6-month (15%) and then 3-month
(12%). For longer-dated CDs, 2-year and 3-year
CDs are also frequent, each accounting for 7%
of the total issuance.

Buyers of offshore RMB CDs are of a wide range
of backgrounds. They are mainly banks, asset
management firms, money market funds, pri-
vate banking investors, as well as corporations.
Given that most of these CDs are short-dated
and targeted issuance, they are largely held to
maturity by buyers. Therefore their secondary
trading is very limited except for a few
mega-sized CDs.

The recent CD rate trend

Offshore RMB CD rates have largely moved
along with the rates of other wholesale fixed
income products in the offshore RMB market,
such as offshore RMB bonds. Using the average
l-year CD rate from Al rated banks as an ex-
ample, we can see that the CD rate rose quickly
from the 0.5% area in mid-2011 to the 2.5%
level at the beginning of 2012, due to tighter

B 4: 1 588 A1 IR REATRRIPAR T BRI 6 I35 &
B ¥ B [Fig. 4: 1-year offshore RMB CD rate by Al rated
issuer
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offshore RMB liquidity and waned expectation
on RMB appreciation. Since then, the rate has
been range bound between 2.5% to 3.1% (see
Fig. 4), and currently stood around 2.7%. By
comparison with the bond market, Ex-
port-lmport Bank of China bonds (rated AA-)
due in 11 months are yielding 2.76%. Fig. 5 lists
some indicative 1-year offshore RMB CD rates
by issuers’ ratings. In our view, the tailor-made
flexibility of CDs continues to attract buyers
who look for decent yields for their short-term
liqguidity management.
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