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Currency 

Chinaôs currency reserves are currently 

growing by more than USD 14,000 per 

second. 1 
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Why Is Chinaôs 
Upswing Likely 
to Continue? 
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Die 
Devisenreserven 
Chinas steigen 
täglich um mehr 
als XY 

...  Chinaôs currency reserves would be sufficient to buy Manhattanôs real-estate assets 10 times 

over? 

 Chinaôs currency reserves currently amount to more than USD 3,000 bn. 

 

...  Chinaôs currency reserves would be sufficient to buy the global gold reserves?  

 

...  Chinaôs currency reserves would be sufficient to buy 88 % of the global annual oil supply? 

 

...  only local and selected foreign investors may invest in the Chinese currency?  

  

  

 

Did You Know That é 

Sources: The Economist; Thomson Datastream; Allianz Global Investors Capital Market Analysis; figures as of September 2011 
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Use the Currency to Participate in Chinaôs Upswing 

ÁThe renminbi  

(abbreviated: RMB) is the 

currency of the Peopleôs 

Republic of China 

Á It was introduced in 1949 

ÁThe currency unit is the 

yuan (CNY) 

ÁThe renminbiôs peg to 

the US dollar was 

abolished on 19 June 

2010. 

ÁThe renminbi is regarded 

as one of the most 

undervalued currencies 

worldwide. 

ÁThe internationalisation 

of the renminbi has 

started, and this offers 

new opportunities. 

ÁNow, investors can use 

the currency to 

participate in Chinaôs 

upswing. 
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What Are the Arguments for a Further Renminbi 

Appreciation? 

a The abolishment of the renminbiôs peg to the US dollar points to a 

gradual appreciation. 

b Like Germany and Japan in the past, China is experiencing an 

export-based economic miracle. 

c China can currently boast a high export surplus and extremely 

high currency reserves, which provide a security net for the 

currency. 

d Domestic developments, such as the pick-up in inflation and weak 

domestic demand, suggest that China will permit a gradual 

renminbi appreciation. 

Figures as of September 2011 
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China will probably continue to drive global growth 

The Chinese Economy Is Booming 
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Additional growth to be boosted by exports and rising domestic demand 

GDP = gross domestic product. Source: Datastream, presentation: AllianzGI Capital Market Analysis; figures from the past are no guarantee of future performance; 1Source: International Monetary 

Fund (IMF), Eurostat; figures as of September 2011; figures 2011 and 2012 estimated 
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Since 2009 China Is the New World Export Champion ïin 

front of Germany and the USA 
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Source: Datastream, presentation: AllianzGI Capital Market Analysis; figures from the past are no guarantee of future performance; figures as of 31/12/2010 
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The Internationalisation of the Renminbi ï Some Milestones 

2003 2010 2005 

China adopts a 

programme to 

strengthen Hong Kong 

as a ñportalò to the 

Chinese market 

2007 

Chinese banks offer 

investors from Hong 

Kong the possibility to 

invest in RMB 

2009 

Financial crisis: 

reform steps towards 

the 

internationalisation 

of the RMB are 

temporarily halted 

Á Reforms are resumed 

Á RMB accounts for retail clients 

permitted under certain restrictions 

Á Unlimited RMB exchange permitted for 

institutional investors (incl. funds) 

Trading in 

renminbi (RMB) in 

Hong Kong 

permitted for local 

firms which do 

business in China 

(e.g. textile 

producers) 

2008 2011 

Source: Allianz Global Investors 
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Possible Appreciation of the Renminbi ï 

Historical Data 

Source: Datastream; figures as of 31/07/2011; Past performance is not a reliable indicator for future results. 

Fixed exchange rate abolished 

(21 July 2005) 

RMB pegged to a currency basket 

Fixed exchange rate introduced 

due to the financial crisis 

21 July 2008 

Fixed exchange rate 

abolished 

19 June 2010 

Ca 27% 1997-2005: RMB pegged to the USD 
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http://upload.wikimedia.org/wikipedia/zh/2/25/RMB100_2005.JPG
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Possible Appreciation of the Renminbi ï 

a Comparison with the Deutsche Mark (DEM) 

USD/DEM exchange rate 1953-1999 
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Source: Deutsche Bundesbank; Past performance is not a reliable indicator for future results. Figures as of 31/12/1999 
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Possible Appreciation of the Renminbi ï 

a Comparison with the Japanese Yen (JPY) 

USD/JPY exchange rate 1953-1999 

Abolishing a currencyôs fixed exchange rate may result in an appreciation 
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Source: Bank of Japan; Past performance is not a reliable indicator for future results. Figures as of 31/12/1999 
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http://upload.wikimedia.org/wikipedia/de/3/3f/1000_Yen_E_Serie_Vorderseite.jpg
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A Comparison between Offshore and Onshore Renminbi 

ÁDemand may temporarily drive upwards the 

exchange rate of the renminbi used for 

transactions abroad (the offshore renminbi = 

CNH) 

ÁDue to capital and exchange-rate controls 

demand has a smaller effect on the exchange 

rate of the onshore renminbi (CNY) 

Á Increasing exchange-rate spreads between the 

CNH and the CNY cause Chinese companies1 

to conduct their FX transactions (renminbi into 

other currencies) in Hong Kong. As a result, the 

supply of renminbi in Hong Kong increases 

ÁArbitrage opportunities for Chinese companies 

help to optimise the exchange rates of the 

offshore and the onshore renminbi (if the 

exchange rate is the same, there will be no 

arbitrage) 

 

 

 1 In this case, òChinese companiesñ means all investors who want to exchange renminbi for other currencies and who are domiciled in the Peopleós Republic of China. Source: Allianz Global 

Investors; figures as of 11/01/2012 

Offshore (CNH) and onshore renminbi (CNY) exchange 

rates versus the USD 
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High Currency Reserves Support the Renminbi 
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Source: Datastream, presentation: AllianzGI Capital Market Analysis; figures as of September 2011 
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China Takes a New Direction with the New 5-

Year Plan 

ÁIncome shift from the corporate to the 

private sector 

ÁIncrease in household consumption 

ÁExpansion of renewable energies 

ÁIndustrial improvements 

ÁConsumer demand for real estate 

ÁSupport for urbanisation 

ÁFinancial sector reforms 

Goals of the twelfth 5-year plan: 

What is the 5-year plan? 

ÁEconomic planning in China covers 

five-year periods 

ÁThe current plan refers to the period 

2011 ï 2016 and includes the 

following aspects: 

- ñRedirecting the economyò 

- ñSocial balanceò 

- ñEnvironmental protectionò 

A steady appreciation of the renminbi can help to achieve the goals of the 5-year plan: sustainable and long-term growth. 

Source: Peopleós Congress of China; March 2011 
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ÁA renminbi appreciation can be used as a 

tool in the fight against inflation; for 

example: 

- Import prices are reduced 

- Foreign capital inflows are restricted 

ÁAn appreciation may have a favourable 

effect on the Chinese market 

- Strengthening of domestic demand 

- Smaller dependence on exports 

ÁExport revenues are not denominated in 

RMB 

- A fixed exchange-rate will result in 

stronger appreciation pressures on the 

back of demand from the related 

exchange transactions 

Appreciation As a Positive Driving Force?  

Source: The Economist, Bloomberg; figures as of 11/01/2012; 1Weighted average of the member states, 2Average of four cities. Past performance is not a reliable indicator for future results. 

 

Purchasing power comparison on the basis of the Big 

Mac index:  
Compares the price for a Big Mac in different countries. Currencies can be compared by 

converting the price in USD at the current exchange rate. 
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ÁWhereas the rating outlook for some 

European and American financial service 

providers is becoming gloomier, ratings for 

Chinese financial institutions are frequently 

being upgraded at the moment and are 

seen as positive in the long term. 

Stable Rating Outlook for China 

Source: Bloomberg; figures as of 30/11/2011 

Ratings from Standard & Poorós in comparison: 

  
 Name 

Long-term 

rating 

Standard & 

Poorôs Outlook Latest review 
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INTESA SANPAOLO A Negative 

BNP PARIBAS AA- Stable 

BANCO SANTANDER AA- Negative 

DEUTSCHe BANK A+ Stable 

BBVA1 AA- Negative 

SOC GENERALE A+ Stable 

UNICREDIT A Negative 

U
S

 b
a
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s
 BANK OF AMERICA A- Negative 

DOWNGRADE 

30/11/2011 

CITIBANK A- Negative 

DOWNGRADE 

30/11/2011 

GODLMAN SACHS A- Negative 

DOWNGRADE 

30/11/2011 

JP MORGAN CHASE A Stable 
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CHINA CONSTRUCTION 

BANK A Stable 

UPGRADE 

 30/11/2011 

INDUSTRIAL AND 

COMMERCIAL BANK OF 

CHINA A Stable 

UPGRADE 

 30/11/2011 

BANK OF CHINA A Stable 

UPGRADE 

 30/11/2011 

AGRICULTURAL BANK 

OF CHINA A Stable 

In the long-term view, Chinese financial institutions offer a better outlook on stability than European and US banks. 

1 Banco Bilbao Vizcaya Argentaria 
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How Can You 
Benefit From the 
Appreciation 
Opportunities  
the Renminbi 
Offers? 


