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The RMB starts direct trading with Euro: another step
towards RMB internationalization

Le Xia and Jinyue Dong

The PBoC announced yesterday that the RMB will start direct trading with the Euro, marking another
significant milestone of the RMB internationalization. (Figure 1) Previously, trading the RMB with other
currencies in China’s onshore foreign exchange markets required the usage of the US dollar as an
intermediary. Under the direct trading mechanism, the RMB market makers can directly settle their RMB/
Euro transactions. The direct trading will therefore lower transaction costs of market makers and facilitate
the settlements relating to bilateral trade and investment. Prior to the direct trading with the Euro, China
has already established similar mechanisms with the Russian Ruble, the US dollar, Australia and New
Zealand dollars, the British pound and Japanese yen. Moreover, HSBC and Agricultural Bank of China are
designated as the first batch of money makers for RMB/Euro trading in China’s onshore market.

The establishment of the RMB-Euro direct trading is mainly due to the close trade and financial ties
between China and the Euro Zone. (Figure 2) Furthermore, European countries’ interest in the RMB is on
the rise. In particular, French and German companies lead the use of the RMB outside Asia, according to
a HSBC report based on a survey of 1,304 companies in 11 major economies. The report also revealed
that 26% of surveyed French corporates and 23% of German companies used the RMB to settle their
trade transactions, the highest proportions apart from Hong Kong and Taiwan.

In summary, direct trading of the RMB and the Euro would benefit both sides and constitute another
important step of the RMB internationalization. However, it still has a long way to cover before the RMB
becomes a global reserve currency comparable to the USD, Euro and JPY given that China’s capital
account largely remains closed.
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DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or
based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers
no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and
should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no
guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.
BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any
interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract,
commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be
aware that under no circumstances should they base their investment decisions in the information contained in this
document. Those persons or entities offering investment products to these potential investors are legally required to
provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation,
distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process, except in cases where it is legally permitted or expressly authorized by BBVA.



