F:rst of two parts

a INCE over 90 percent of Phlhppme trade is denominated

Ry in the.US dollar; the- Philippines incurs forelgn-exchange
./ losses of about: $2.7 billion a year: ThIS point was raised by

1ﬁance Secretary Cesar V. Purisima when he addressed the Bank
f Ch1nat~sponsored forum on “RMB [or renminbi] opportunities
1the Ph1hppme market” at the Makati Shangri-La, Manila Hotel

n June 24asa resource speaker.

A (The"fofum, attendedbysome3 00

1sinessand financialiconsfromthe

sianregion, was the first of itskind
1the country. It was only last year -
hen the Manila branch of Bank of
hina, headed by Deng Jun, formal-
ed an agreement with the Philip- -
ne Dealing System Group for the
ttablishment of a domestic RMB -
ahsfer service to allow the tradmg
‘the Chinese monetary unit in the
ymestic foreign-exchange market,
aetransferservice,nowfullyopera-
onal, has also enabled the trading
* RMB- denommated secuntxes in:
welocalbondmarket. Theonlyother
lipino resource speaker in the fo- d
{mwas BanglcoSenttal ngPilipinag
eputyGovernorD1wa Guinigundo, )
Inhis speech, Purisima acknowl-
lged the rapld mtematlonahzaw
" of the RMB, whlch isnow used
rtradesettlementm122countnes 1
nly five yeats ago, he said, trade

ttlement in renmlnbl was only ti :
3 than 4b1111on yuan. Last year, -

_ itreached several trillion and is still

growing at a very fast pace.

“In fact, it is [now) the second-
< largest'setflement currency in.the
wotld, aiready surpassmg the euro "
headded. = . .

Purisima also said: So I think -

it is a smart move, and I thank the
‘Bank of China for this initiative of
 sharing knowledge. about denomi-
" nating trade in RMB and making it
easier for our businessmen to do 50,
because we've seen across the world
the increasingamount of trade be-
+ing dehominated in- renm;nbi i

‘Our own trade with China is about
So if you want a per- -
en maybe 12; percent t

- 12 percent...

nal Fapltafmarkets N

‘ ?unslma lamented that under

Vthe Jpresent, s{etup, ‘we have the
' bulk of the world’s feserves.); s [and]
we §till send the bulk of those re-

* admitityet....
,Chine, there’sthisgreatshiftofpow- .

.. The IilcreaSIng 1mportance
[ f he RMB} augurs well for the

‘serves outs1de the regxon. And then-

the money managers of the money-
center countries determine whether
wedeserveourmoneyback [or not].I
thinkit is important that we recycle
those reserves within the region, so
that... we can have a better influ-

_ ence and better chance of directing

theinvestments of those reserves to

areas where we need it.” .
Purisima said theworld economy

was in the midst of a gradual tran-

sition, Part of that transition is the”
- shifting of much of the wealth and

power from West to East. He cited
Ching’s® phenomenal growth"from
24yearsago, whenitsgross domest1c
productwasworgllonlyPS_SObﬁhon,
and now it is already $9 trillion.
“Infact, thereisareportthatsays.

. that, froma PPP standpoint, China’s

economy is already the world’s larg-
est. Of course, Chinadoes’t want to
Sowhenyoutalkabout

er,of wealth, of sizetothe East. When

“you talk of any measure in terms of
the country that produces the most

cars, it’s no longer the West. It is, of
course,the]ﬂest, ainly China.Sowe
arelivingin thatage,” Purisimasaid.

“Now, part of the increasing im-

portance of Chinais the fact that the

reriminbi, asacurrency, willcontinue

; . to.increase in importance. In fact,
" from'the Department of Finance, we
'havebeenwatchmgcarefullythedlm
-sufn market; We haven't touched it
- yet. But we arewatching, We are try-

jng to learn moré about it, because

‘one of.the things we are trying:to
o accomphsh is making sure that our-
llablhty mix reflects our trade mix. .
- AndasourRMB-denominatedtrade °
; vmf.)reases then obvmusly it'’simpor-
’ tant [that] we make the correspond~

ing ad]ustment ” he added.

Purisima;however,admitted that

the Philippines is still essentially a

““US-centric countryfrom thefinan-
cial standpomt from a debt stand-
point, from a trade .denomination
standpoint.” Apparently* he was
implying that lessening our heavy
dependénce on the American cur-
rency would notbe a quick and easy
process.

, Purisimareminded Chinathat, as
rich and aspowerful as it may have
grown, itcannotsustainitsphenora-
ena] growth in isolation in the very
"same way that the US cannot exisk
on its own, He said:

“So...we have to look at relation-
ships among countries as multidi-
_mensional.,.. The Ambassador [tothe
Phlhppmes, Zhao Jianhua] catlier

_mentioned the fact that our [bilat-

eral} trade, our tourism, our invest-
ment is growing. And I think thal’s
what's-important, that we look at
the sum of the relationship and no;
the challenges that we have. Even
the best of friends, best of friends
in terms [of] countries, liké Canada
and Japan and the US, have bor-
deri issues.’Many countries that are
nelghbors tend to have issues. But
that catmot be the be-all and end-all
of relatlonslnps. And I think, in the

case of China and the Philippines,

despite the dlfflcult issues that we
face, we've seen1 the other dimen-
sions of Gur relationship grow. And
" we thank, infac many of ourentre-
prenemswho areof Chinese descent

_in makmg sure that tlus continies

tobea healthyone...”

- Tp be épitch;ifgd on Wednesduy
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Purlslma, Gumlgundo speak out on China’s renmlnbl

Butch del Gastille

Conclusion

: Gumlgundostake

Philippines with China and that the internationalization

RECOGNIZING the growing economic linkages -of the

of the RMB, or renminbi, is “inevitable in the near future,”

‘the Bangko Sentral ng Pilipinas (BSP) has included the Chinese
currency among the other foreign-excharige notes being weighted
to determine the effective exchange rate of the Philippine peso.
(As of Monday, the Chinese yuan was ‘essentially stable at the
exchange rate of P7.04 at the Ph111pp1ne Dealmg System [PDS]

transfer service,)

The Bank for International Set-

tlements confirmed in 2013 thatd
the RMB was the ninth most trad-"
ed currency in the world and “the

‘most traded in Asia.” It was only:in

tecent years that the use of the Chi-
nese currency for the settlement of

. cross-border trade and inyestment

amounted to 4.6 trillion renmmbl '

The RMB has also been vised for
official purposes. That is in,swap
arrangements between the People s

* Bank of China (PBOC) and other
‘entral banks in the Asian region

. and beyond, Other than the Chang
Mai Initiative Multilateralization,
Chinahas committedacontribution
of $192 billion as financial support
to the 10 Association of Southeast
AsianNationsmembers, plus Japan,
South Korea and, of course, Hong
Kong. As of end-2013, the PBOC
has RMB-dénominated swap agree-
ments with 23 central banks.

All of the above developrhents
were revealed by BSP Deputy Gov-

‘Bank of Chinain Manila haé‘signed
“RMP’ busmess cogperative agree-
ments with 14 large commercial

- hanks “to estabhs}g partnershipsin
" RMB cashforeign-exchangetrading

and cross-border trade settlements,
among others.”
"Lastyearlwntnessed thesigning

- of [an] agreementbetween theBank
 of China and the PDS Group for the
* establishment of a renminbi-trans-

ferservice thatallows trading of the
currency in the domestic foreign-

exchangemarketand RMB-denomi- -

nated fixed-income securitiesin the

ernor Diwa GuinigundoattheBank 1,

ofChma,sponsaredforumon ‘RMB .-

opportunitiesinthePhilippinemar-
ket” held at the Makati Shangri-La,
Manila Hotel on June 24
Guinigundo said the renminbi,
“in fact, is now one of the 18 for-
eign currencies that are convertible
with the BSP." Headded that theaim
was to encourage domestic banks to
exchange the renminbi of clients
divectly to Philippine pesos to fa-
cilitate their financial transactions.

Healsorevealedthat "anumberof

banks” have begun accepting RMB-
denominated deposits, but did not
name which banks.

Guinigundo revealed that the

Bangko Sentral ng Pilipinas
(BSP) Deputy Governor Diwa

Guinigundo said the renminbi
"is now one of the 18 foreign

currencies that are convertible
with the BSP" He added that
the aim was to encourage
domestic banks to exchange
the renminbi of clients directly
to Philippine pesos to facilitate
their financial transactions.

Philippine bond market,” he said.

_ Guinigundo explained that, “in
light of the increasing magnitude of
transactionswith China, itisimpera-
tivethatthere [are] safeandefficient
payments and transfer services in
place for the renminbi.

- He also said: “However, before

it can become an international
 clarrency, Chma may need to fur-

ther llberahze its capital account.
This strategy may lead to an open,
deep and liquid financial market.

Moreover, theinternationalization .

of the renminbi has to reflect.the
natural outcome of the sustained
improvement of economic and fi-
nancial market fundamentals....
We realize that there is stilla long
way to go, particularly in the con-
tinuous reform of the Chinese fi-
nancial sectar.”

On financial-sector reforms,
Guinigundo cited the BSP’s “very
instructive” experience by “con-
stantly encouraging our banks to
strengthen their balance sheets...
through big assets cleanup, capital
buildup and industry consolida-
tion," and other measures to ensure
good corporate governance.

Ineffect, Guinigundowassaying
that Chinamaybeawide-awakegi-
antthathasemergedasthesecond-
largest, if not actually the largest,
economy in theworld. But it would
still be vulnerable fo “the uncer-
tainties in the global economy and
theheightenedinterconnectedness -
of markets.”

“The movements of capital flows
to our economies are subject to the
volatilities in global financial mar-
kets and changing risk appetites of
ourglobalinvestors.... Agradualand
cautious approach is appropriately
reflected in the famous phrase of
Deng Xiaoping's cmssmg the river
by feeling for stones.”

Guinigundo concluded his ad-
dressbysayingtheinternationaliza-
tion of the renminbi would benefit
global financial markets, enhance
trade and financial transactions,
and, ultimately, promotegreater eco-
nomicgrowth in the Asian region, of
which it is the biggest member.

E-mail: Omerta_bdceyaloo.
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renminbi
?etails Catvegory: Opinion 39 Jun 2014 Written by Butch del Castillo =

First of two parts

SINCE over 90 percent of Philippine trade is denominated in the US dollar, the
Philippines incurs foreign-exchange losses of about $2.7 billion a year. This
point was raised by Finance Secretary Cesar V. Purisima when he addressed
the Bank of China-sponsored forum on “RMB [or renminbi] opportunities in the
Philippine market’ at the Makati Shangri-La, Manita Hotel on June 24 as a
resource speaker.

OMERTA

(The forum, aftended by some 300 business and financial icons from the
Asian region, was the first of its kind in the country. It was only last year when
the Manila branch of Bank of China, headed by Deng Jun, formalized an agreement with the Philippine Dealing System

‘Group for the establishment of a domestic RMB transfer senvice to allow the trading of the Chinese monetary unitin the

domestic foreign-exchange market. The transfer senvice, now fully operational, has also enabled the trading of RMB-
denominated securities in the local bond market. The only other Filipino resource speakerin the forum was Bangko
Sentrail ng Pilipinas Deputy Governor Diwa Guinigundo.)

In his speech, Purisima acknowledged the rapid “internationalization” of the RMB, which is now used for trade
seftlement in 122 countries. Only five years ago, he said, frade setlementin renminbi was onlyless than 4 billion yuan.
l.ast year, it reached several trillion and is still growing at a very fast pace.

“In fact, itis jnow] the second-largest settlement currency in the world, already surpassing the euro,” he added.

Purisima also said: “So { think itis a smart move, and | thank the Bank of China for this initiative of sharing knowledge
about denominating trade in RMB and making it easier for our businessmen to do so, because we've seen across the
world the increasing amount of trade being denominated in renminbi.... Our own frade with China is about 12
percent.... So if you want a perfect match, then maybe 12 percent should be denominated in renminbi.... The increasing
importance [of the RMB] augurs well for the regionai capital markets.”

Purisima lamented that, under the present setup, “we have the bulk of the world’s reserves ... [and] we stili send the
bulk of those reserves outside the region. And then the money managers of the money-center countries determine
whether we deserve our money back [or nof]. | think it is important that we recycle those reserves within the region, so
that... we can have a better influence and better chance of directing the investments of those reserves to areas where

we need it”

Purisima said the world economy was in the midst of a gradual transition. Part of that transition is the shifting of much
of the wealth and power from West to East. He cited China’s phenomenal growth from 24 years égo when its gross
domestic product was worth only P360 billion, and now itis already $9 trillion.

"In fact, there is a report that says that, from a PPP standpoint, China’s economy is already the world’s largest. Of
course, China doesn’t want to admit it yet.... So when you talk about China, there’s this great shift of power, of wealth, of
size to the East. When you talk of any measure in terms of the country that produces the most cars, it's no longer the
West. ltis, of course, the East, mainly China. So we are fiving in that age,” Purisima said.

“Now, part of the increasing importance of China is the fact that the renminbi, as a currency, will continue fo increase in
importance. In fact, from the Department of Finance, we have been watching carefully the dim sum market. We haven’t
touched it yet. But we are watching. We are trying to learn more about it, because one of the things we are trying io
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atcomplish is making sure that our liability mix reflects our trade mix. And as our RMB-denominated trade increases,
then obviously it's important [that] we make the-corresponding adjustment,” he added.

Purisima, however, admitted that the Philippines is still essentially a “US-centric country from the financial standpoint,
from a debt standpoint, from a trade denomination standpoint.” Apparently, he was Implying that lessening our heavy
dependence on the American currency would not be a quick and easyprocess.

Purisima reminded China that, as rich and as powerful as it may have grown, it cannot sustain its phenomenal growth
in isolation in the very same way that the US cannot exist on its own. He said:

“So...we have to look at relationships among countries as muitidimensional.... The Ambassador [to the Philippines,
Zhao Jianhua] earlier mentioned the fact that our [bilateral] frade, our tourism, our investment is growing. And | think
that's what's impartant, that we lock at the sum of the relationship and not the challenges that we have. Even the best of
fiiends, best of friends in terms [of] countries, like Canada and Japan and the US, have border issues. Many countries
that are neighbors tend to have issues. But that cannot be the be-all and end-all of relationships. And | think, in the case
of China and the Philippines, despite the difficult issues that we face, we've seen the other dimensions of our
relationship grow. And we thank, in fact, many of our entrepreneurs who are of Chinese descent in making sure that this

continues to be a healthyone....”

To be concluded on Wednesday

E-mail: Omerta_bdc@yahoo.com.
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Purisima, Guinigundo speak out on China’s
renminbi

Detalls Category: Opinion 01 Jul 2014 Written by Butch del Castiflo @

Conclusion
Guinigundo’s take

RECOGNIZING the growing economic linkages of the Philippines with China
and that the internationalization of the RMB, or renminbi, is “inevitable in the
near future,” the Bangko Sentral ng Pilipinas (BSP) has included the Chinese
currency among the other foreign-exchange notes being weighted to determine
the effective exchange rate of the Philippine peso. (As of Monday, the Chinese
yuan was essentially stable at the exchange rate of P7 04 at the Philippine
Dealing System [PDS] transfer senice.)

The Bank for International Seltiements confirmed in 2013 that the RMB was the ninth mostiraded ¢ gurrency in the world
and "the most traded in Asia.” It was onlyin recent years that the use of the Chinese currency for the setttement of cross-
border trade and investment amounted to 4.6 trillion renminbi.

The RMB has also been used for official purposes. Thatis in swap arrangements between the People's Bank of China
(PBOC) and other central banks.in the Asian region and beyond. Other than the Chang Mai Initiative Multilateralization,
China has committed a contribution of $192 billion as financial support to the 10 Association of Southeast Asian
Nations members, plus Japan, South Korea and, of course, Hong Kong. As of end-2013, the PBOC has RMB-
denominated swap agreements with 23 central banks.

Al of the above developments were revealed by BSP Deputy iig e ‘{f ;

Governor Diwa Guinigundo at the Bank of China-sponsored ¥ } )
forum on “RMB opportunities in the Philippine market” held at : EEEy
the Makali Shangri-La, Manila Hotel on June 24.

Guinigundo said the renminbi, “in fact, is now one of the 18 :
foreign currencies that are convertible with the BSP.” He added -
that the aim was {6 encourage domestic banks to exchange the ..
renminbi of clients direcily fo Philippine pesos to facilitate their
financial transactions.

He also revealed that “a number of banks” have begun accepting
RMB-denominated deposits, but did not name which banks.

Guinigundo revealed that the Bank of China in Manila has signed RMB business cooperative agreements with 14 large
commercial banks "to establish partnerships in RMB cash foreigh-exchange trading and cross-border trade
setllements, among others.”

"Last year | witnessed the signing of [an] agreement between the Bank of China and the PDS Group for the
establishment of a renminbi-transfer service that allows frading of the currency in the domestic foreign-exchange
market and RMB-denominated fixed-income securities in the Philippine bond market,” he said.

Guinigundo explained that, “in light of the increasing magnitude of transactions with China, it is fmperatlve that there
[are] safe and efficient paymenis and transfer senvices in place for thé renminbi.
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© Me'also said: “However, before it can become an international currency, China may need to further liberalize ifs capital
account, This strategy may lead to an open, deep and liquid financial market. Moreover, the internationalization of the
renminbi has to reflect the natural outcome of the sustained improvement of economic and financial market

fundamentals.... We realize that there is still a long way to go, particularly in the continuous reform of the Chinese
financial sector.” .

On financial-sector reforms, Guinigundo cited the BSP's “very instructive” experience by “constantly encouraging our
banks to strengthen their balance sheets... through big assets cleanup, capital buildup and jndustry consolidation,”
and other measures to ensure good corporate governance.

In effect, Guinigundo was saying that China may be a wide-awake giant that has emerged as the second-largest, if not
actually the largest, economyin the world. But it would still be wuinerable to “the uncertainties in the global economyand
the heightened inferconnectedness of markets.”

“The movements of capital flows to our economies are subject to the volatilities in global financial markets and
changing risk appetites of our global investors.... A gradual and cautious approach is appropriately reflected in the
famous phrase of Deng Xiaoping’s ‘crossing the river byfeeling for stones.”

Guinigundo concluded his address by saying the internationalization of the renminbi would benefit global financial
markets, enhance trade and financial transactions, and, ultimately, promote greater economic growth in the Asian
region, of which ilis the biggest member.

E-mail: Omerta_bdc@yahoo.com.
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