
Welcome to the first China Focus 
edition of 2013! We have made 

use of the beginning of the Year of the 
Snake to introduce a new concept based 
on the feedback from our reader survey 
in 2012. Most importantly, each edition 
will cover one topic. Beginning with this 
issue we focus on the RMB, given the 
increasing client interest and questions 
now that larger buying groups are 
switching to RMB. In terms of structure, 
we start off with a guest interview, 

An interview with Eberhard Brodhage,  
GM of Commerzbank AG in Hong Kong

What does the internationalisation 
of the RMB mean to the German 
Mittelstand doing business here 
in China? 

Every company doing business in or with 
China will have to deal with the RMB. The 
opportunity to settle trade in the currency of 
your ultimate customer, or potentially use 
RMB proceeds to cover the cost of running 
offices inside China eliminates the need to 
hedge against currency fluctuations. You can 
achieve natural built in hedges, and if you do 
transactions in just one currency, it simply is 
more efficient. That has been shown in the 
Single European Payments Area – known as 
SEPA - where national currencies were replaced 
by the euro.

The same would apply for companies that sell 
into China and source from China – settling in 
RMB means that they don’t need to hedge in a 
multitude of currencies. And we have seen that 
companies paying in RMB can extract price 
advantages from Chinese exporters that may 
have less experience in dealing with foreign 
exchange risks.

What should such companies do? 

Our advice to companies that deal with China 
is to familiarise with this new currency that

has by now firmly arrived on the global scene. 
Companies should be smart and consider 
doing business in the currency of the country 
they do business with, rather than another 
country’s currency that may be exposed to 
volatility unrelated to the Chinese economy. 

A lot of Asian companies are faster to adopt 
RMB compared with their European and 
American counterparts. So you may also find 
in your dealings with other Asian countries 
that changing to the RMB will have a positive 
impact on doing business. In the future we 
expect Asian currencies to exhibit higher 
correlations with RMB than other currencies, 
increasing demand for using RMB to settle 
intra-Asian trade.

And what risks do you see for companies?

I don’t see a risk as such by adopting the RMB 
or CNH - the offshore RMB - as a currency in 
which you conduct business transactions, be it 
payments, deposits or loans. It is a new currency 
that you need to build into your enterprise and 
planning systems, and maybe this will raise one 

or the other operational issue.  Experience tells 
us that companies can easily find solutions to 
the operational issues that might be faced in the 
early days of adoption. 

There is a conceptual risk should China for some 
reason choose to reverse the reforms to date. 
However, this would be extremely damaging 
for China’s reputation making it more difficult 
to integrate into global capital markets at a later 
date. Basically, we think there is no turning back 
for China in its currency reforms.

Where will the RMB be at the end of 
2013?

If we look back at the RMB over a longer time 
and given the continued strong performance 
of the Chinese economy, we see a story of 
continuous appreciation. We are slightly on 
the bullish side of consensus, forecast USD-
CNY at 5.95 by year end. The People’s Bank 
of China is likely to widen the trading band 
during the year to encourage two-way risk in 
the currency. 
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followed by a practical approach with 
specific advice on dealing with the RMB 
based on our clients’ experience and 
close off with a topical overview. We hope 
you enjoy this edition and look forward 
to discussing how you can benefit from 
embracing the opportunities from the 
RMB opening. 

In this Issue:

  
 - RMB and the German Mittelstand  

       
  - Managing the Transition

  - Stepping onto the Global Stage

RMB and the German 
Mittelstand 



What are some recent changes to the use 
of RMB?

We see a continuing stream of regulations 
released by the authorities in China. It is now 
easier for companies on both sides of the 
border, off-shore and on-shore, to use the RMB 
not only for payments but also for corporate 
finance and treasury management purposes. 

One example: so far, the only way to get 
RMB out of China was to declare a profit, 
pay taxes on it, and repatriate via a dividend. 
Recently, there was the highly publicised case 
of Danone, a French multinational food-
products company: Danone was allowed to 
use surplus cash from its China operations to 
lend to its regional holding and group treasury. 
RMB was actually transferred across the  
border, via an intra-company loan to one 
of Danone’s offshore entities. So we had an 
outflow of RMB in the form of an intra-
company loan transaction with a maturity of 
one year or less.

What is the future direction of the RMB 
becoming an international reserve 
currency?

I believe in order to make it an international 
reserve currency, there needs to be a larger 
stock of RMB held physically outside China. 
The internationalisation of RMB will develop 
more quickly in Asia than in other parts of the 
world. If you look the agreements that were 
struck with for example with Korea, Thailand, 
Pakistan, Malaysia or Singapore bilateral 
currency swap agreements between the Peoples’ 
Bank fo China and the countries’ central banks 
facilitating trade and investment – you can see 
that this development is very well underway. 

On the other hand, the RMB is not likely to 
replace the USD as the largest global reserve 
currency anytime soon. If you look at the EUR, 
it also had a very slow start before it became a 
reserve currency. I believe that the RMB will 
take a similar development.

When will the Chinese Capital Account 
be fully liberalised?
 
If I may say, this question comes from a very 
German or European perspective: the move

towards capital account liberalisation 
is a process rather than a binary event. 
 
It is impossible to accurately predict the precise 
timing of capital account liberalisation. It is 
however a clear goal of the government and the 
PBoC to move towards an open capital account. 
Our general view is that capital account will 
be basically open within five years, with most 
cross-border flows relaxed in that time frame 
with some restrictions remaining in place. 

We will wake up one morning and realise that 
the Chinese Capital Account is fully open. As it 
has happened in other dimension with China, 
the Chinese currency will also arrive on the 
global scene - that is beyond reasonable doubt. 

We think the government will be opportunistic 
and flexible and we simply advise companies 
to be prepared for more rapid change than is 
generally expected. As a bank we will help 
explain to our clients the various reforms as 
they unfold and their implications.

Managing the  
Transition

Ten years ago, few would have imagined 
that red coloured notes depicting a portrait 
of revolutionary would be the changing 
face of the dynamics in international trade. 
Looking further ahead, the prospect for wider 
internationalisation and adoption of the RMB 
appear positive. The announcement of the 
AUD being one of the only three currencies 
fully convertible to the RMB is just one 
example of the reforms coming out of Beijing 
this year.
 
What does this mean to the daily operational 
factors of doing business in China?

Eberhard Brodhage,  
GM Commerzbank 
AG in Hong Kong

“We  will wake up one   
morning and realise that the  

Chinese Capital Account  
is fully  open.” 

Sources: Week in China; Fiducia Analysis

World Trade Settlement Currencies 2011

If 100 people represented the currencies used for world 
trade.
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Compare that to today, with China’s exports 
weighing down supermarket shelves the world 
over. Admittedly, much of that comes courtesy 
of Western multinationals with operations on 
Chinese soil, but domestic companies and 
brands are starting to get in on the act too. 
 
Also recently, there has been a commercial 
twist. Overseas firms have begun to look 
in two directions in trade terms, not just 
manufacturing in China for export but also 
targeting China’s new vast consumer class for 
the first time.

The catch up has been rapid. As recently as 
10 years ago, both the United States and the 
European Union had shares of world trade 
more than four times greater than China. By 
2010, all three were within a single percentage 
point of each other (and China had overtaken 
the EU). 
 
All of this is crucial for the RMB’s rise, as 
policymakers in Beijing want cross-border 
commerce to act as the launch pad for a three-
part blueprint to push China’s currency out 
beyond its borders.

CHINA FOCUS Issue I / 2013 • UNDERSTANDING RMB OPPORTUNITIES

Stepping onto the Global Stage

There are compelling benefits for European 
buyers to use RMB in their China trade 
transactions. According to our experiences, 
buyers have been able to negotiate 3-5%   
discounts in contract prices. Transaction costs 
are reduced with less currency exchange fees. 
Another benefit was that buyers saw greater 
transparency as quotations from Chinese 
suppliers can better broken down and facilitate 
better comparisons as well as competitive offers. 
 
Chinese suppliers are not left out in 
enjoying the benefits. Foreign exchange  
risks are eliminated as they are only dealing with 

5 Strategic Ways to Get Ready for the RMB

1. Decide on your RMB Strategy as part of         
      your China Stratgey.
2. Enhance RMB processing, accounting, 
     clearing and reporting capabilities.
3. Pay greater attention to your corporate 
     customers’ demands.
4. Keep an eye on policies coming from          
     Beijing.
5. Keep track of RMB product and service              
     developments offered by banks.

How can companies benefit now? What should 
they do to tackle the challenges? A pragmatic 
approach and view towards the RMB and 
the day-to- day realities of using are required. 
Otherwise it is easy to be lost in focus on the 
changes happening on the macroeconomic level.

Both parties benefit from RMB settlement

Overseas firms increasingly  
look not only at manafacturing  
in China for export  
but also targeting  
China’s vast new  
consumer class  
for the first time...

the domestic currency. There is less complexity 
in accounting and auditing. Furthermore, 
payment process times are greatly reduced.  
 
While the benefits of adopting the 
RMB are attractive, there are challenges 
which require steps to overcome them.  
 
One challenge that might be faced 
includes the reluctance of some Chinese 
suppliers to switch to RMB prices.  
It is then important to sit down, discuss and 
understand the supplier’s reluctance, determine 
if the difficulties they claim are actually 
genuine. Search for alternative suppliers that 
are willing to quote in RMB. 

A second challenge would be staff at suppliers, 
local bank branches or local customs may not 
know how to handle RMB settlements yet. 
Educating the supplier and providing training 
is key to overcoming this initial challenge 
during the transition.

In some cases, it may take a few days longer 
to process a RMB transaction due to more 
stringent regulatory oversight. We recommend 
choosing a bank that is the most experienced 
in RMB transactions. Furthermore ensure full 
documentation is provided to the bank for each 
remittance.

The RMB has been consistently liberalising 
at the cautious pace set by Beijing.  Adopting 
the RMB and benefiting from its use can seem 
daunting at the start but the groundwork 
within the company needs to be laid now.

Fiducia Advice

Benefits

“Frankly speaking, we haven’t got a lot of things for export apart from 
some apples, peanuts, pig bristles and soybeans.” was the rather forlorn 

view of Mao Zedong, in conversation with Indonesian 
President Sukarno in the early 1950s.



The idea is to get the yuan embedded as a 
trade currency first, so businesses outside 
China grow accustomed to using it as a 
means of payment for goods and services. 
 
Next up was phase two, this time the 
objective is to focus on how the yuan can be 
invested more freely, allowing enterprises and 
individuals the chance to move their RMB 
holdings cross-border.

Here the reasoning is straightforward, and links 
back to trade settlement. Foreign firms are less 
likely to want to be paid in RMB for goods and 
services sold into China if they can’t do much 
with the cash that they receive as a result. And 
if these firms are not invoicing in the yuan, it’s 
less likely they will be ready to pay their bills to 
Chinese vendors with it too.

New regulations on how yuan can be invested 
internationally (i.e. moved from offshore back 
onshore, and vice versa) are crucial in ensuring a 
wider circulation of the renminbi, so that non-
Chinese can grow more comfortable holding it 
in bank accounts or as other financial assets.

This second phase of the RMB plan is also 
under way with Hong Kong at the centre 
of events as a hub for investment products. 

And finally the third stage, the renmenbi’s 
unveiling as an international reserve currency.

Here there is a lot of consensus about how and 
when the final goalwill be achieved.
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Before the yuan can challenge the dollar, China 
needs to develop more flexible capital markets, 
as well as rethink a series of policies in foreign 
exchange and capital controls.

Some suggest that all of this can be achieved 
in a few, short years. But others scoff at such 
expectations, querying how China’s economic 
(and political) model is going to cope with the 
strains that further reform will unleash.

Despite that, it’s clear that the renminbi’s 
journey has already begun, and that most of us 
will witness it soon enough.

Courtesy of  Week in China  
www.weekinchina.com/krachtinvite/

Three Stages of RMB Internationalisation

This second phase of the RMB 
plan is also well underway, 
with Hong Kong at the 

centre.
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3. Global Reserve 
Currency 

Reserve usage 
signals ‘arrival’ of 
RMB as a world 

currency. 

2. Global Investment 
Currency 

Investment and 
savings options 

make the RMB more 
attractive. 

1. Global Trade 
Currency 

2011 

2009 

? 

Trade settlement 
in RMB builds a 
pool of liquidity 

worldwide. 
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