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On the Controlled Internationalization of the Renminbi

OKUDA, Hiroshi

It is said that the internationalization of the Renminbi has been in progress since 2009.
The fundamental reason for it was that, in the face of the risk of capital loss in Dollar
reserves caused by Lehman Shock in 2008, China had to decrease foreign reserves in
dollars or had to explore ways to use the Renminbi in international trades.

In 2009 China took a measure to promote the settlement of Chinese goods trades in
Renminbi, instead of Dollar. But as Chinese authorities have not approved capital
movement between mainland China and foreign countries including Hong Kong, and nor
the establishment of the foreign banks account in Chinese banks, Chinese authorities were
obliged to take substitute policies of allowing the residents of Hong Kong to exchange HK$
to Renminbi, and to establish a clearing bank in Hong Kong.

In addition to them, two institutions were established: QF I and QDII, the former
allowing foreign financial institutions to invest in Chinese bonds and the latter allowing
the domestic financial institutions to invest in foreign bonds. However, in both cases, a
certain limit is put upon the amount of investments. Thus Mutual investments between
China and foreign countries including Hong Kong are controlled by Chinese authorities.

Therefore, to sum up, we cannot state that the Renminbi is advancing toward the

internationalization in the same way as the Dollar or Euro.
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