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Choice of Invoice Currency in Japan's Exports: To Advanced Economies and Asian Countries

Exporting firm (Head office)

® [ ] ® . _[ T T T

Hedging Cost of Local Currency | --> US Dollar Invoicing t ]
| | |
Participating in Multi-curency Settlement System--> Local Currency Invoicing

Hedging Cost of Local Currency | --> Local Currency Invoicing 1 L Country-level .

° Hﬂ g | $§ Eﬁ @ 7__\\_9 [ us D<;Ilar Peg Countr;es -->US Dollar Invoi;ing ]
% L ) T: E $ 0) % [ World's Top Share Goods 1 --> JPY Incoicing 1 ]- I I I

Differenciated Goods 1 --> JPY Invoicing ]

J - [
sH= AN (N} ~ » X - X —— - Commodity-level n x — =
] =] % @ $H | /r / V2 KN 4 [ Trade of Intermediate Goods 1 --> US Dollar invoicing 1t ] [ Trade of Intermediate Goods 1 --> USD Invoicing 1 }
H E

[i—1}

N
m
[
&

2 OEE el |
L Fﬁl { Firm Size 1--> USD Invoicing 1 ] Firm Size 1--> USDInvoicing 1 JPY Invoicing |
VAN - - < . . . - Company -level 7 - e e
]j = z S ( . [ Usage of Hedging with in Firms 1 --> USD Invoicing 1 ] Usage of Intra-firm Hedging Instruments 1 --> USD Invoicing 1 ]
it [ [ 7 83 HH () : : — |
1= Al (1 T .
] O~ ntra-firm Trade Inter-firm Trade
z < -H- ﬁ I\ “J 7 y T ’_‘ Intra-firm Trade Inter-firm Trade -->USD Invoicing --> JPY Invoicing
A --> Local Currency Invoicing --> JPY Invoicing To ExportPlantsin
e
@ % D E *# : ﬁ % -->USDSIIr?voicing
Ny n n * <~ Via Trading Company
[i E I ii -t' h‘ y < Via Trading Company - Channel of Trade -->JPY Invoicing
y -->JPY Invoicing
d S
Ll
|

o AN
7T AT EgE
= _ ) M Export plants Local Agencies
(&5) T(RauchMDE produtin || sabs || oS ol | IOV
. g - g P H roduction Subsi lary idi i i
Subsidiary Subsidiary / Others (no capital tie) ig?tggfg;:ngoﬂfr:\ttrsiég Subsidiary / Others (no capital tie)

K3

) % EI,IJ 1t é ;I’ l ,7"" — = USD Invoicing ) . :
S S Aisan Countries
EHETHS

:] Fators to promote JPY Invoicing :] Factors to promote USD Invoicing Factors to promote Local Currencty Invoicing

Anvanced Economies: US, Canada, Eurozone, UK, and Australia
Asian Countries: China, Hong Kong, Taiwan, Korea, Philippines, Vietnam, Singaporem Thailand, Indonesia, and India
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76.7 85.1 0.2 0.0 0.0 00! 1638 25 0.0 0.5 28.3 3.1 7.8
S 56 30 48 1 0 0 0 25 8 0 0 1 0 0
53.6 85.7 1.8 0.0 0.0 00! 446 143 0.0 0.0 1.8 0.0 0.0
it o5 306 153 299 62 18 4 1 51 14 0 1 7 1 1
50.0 97.7 . 20.3 5.9 1.3 03 16.7 4.6 0.0 0.3 2.3 0.3 0.3
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49.1 96.4 0.0 36: 527 200! 364 5.5 0.0 0.0 1.8 0.0 0.0
R i 181 116 126 1 2 3 0 173 73 8 24 7 1 0
(A—AE) 64.1 69.6 0.6 1.1 1.7 00! 956 403 4.4 13.3 3.9 0.6 0.0
B 113 53 78 5 3 0 0 93 59 11 48 4 1 0
GEaA—OE) 46.9 69.0 4.4 2.7 0.0 00 823! 522 9.7 425 35 0.9 0.0
s 10 9 9 0 0 0 0 4 1 0 0 0 0 0
90.0 90.0 0.0 0.0 0.0 00! 400  10.0 0.0 0.0 0.0 0.0 0.0
791Uh 1 1 1 0 0 0 0 1 0 0 0 0 0 0
100.0 | 100.0 0.0 0.0 0.0 0.0 | 100.0 0.0 0.0 0.0 0.0 0.0 0.0
2 thig A =t 1,568 1038 1334 71 25 36 12 509 179 19 77 259 29 67
66.2 85.1 4.5 1.6 2.3 08! 325 114 1.2 4.9 16.5 1.8 4.3
il &5t 1,509 924 1266 77 18 23 6 527 | 165 21 53 147 25 36
(2014 FF&) 61.2 83.9 5.1 1.2 15 04! 349 109 1.4 35 9.7 1.7 24
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o 1o 443 32 29 25 79 342 25
REL 7.2 6.5 5.6 17.8 77.2 5.6
. 15 0 1 0 2 10 0
NFIEIN 0.0 6.7 0.0 13.3 66.7 0.0
. en 7 0 0 0 1 5 0
AFLANY 0.0 0.0 0.0 143 714 0.0
T35 20 5 3 1 8 18 0
7L 25.0 15.0 5.0 40.0 90.0 0.0
ZDhhE 7 1 1 1 2 6 1
KEE 14.3 14.3 14.3 28.6 85.7 14.3
91 7 7 6 10 60 7
1—H 7.7 7.7 6.6 11.0 65.9 7.7
e you 1o 41 0 0 0 0 30 12
SRR 0.0 0.0 0.0 0.0 73.2 29.3
AL 7IL— 11 0 0 0 1 10 1
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Z DR 14 0 1 0 0 8 3
BE 0.0 7.1 0.0 0.0 57.1 21.4
(PED AR 85 25 8 17 20 55 5
JT 294 9.4 20.0 235 64.7 5.9
. . 7 0 0 0 0 5 1
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L 10 0 0 0 0 10 1
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BEEET 55.4 44.6 47.6 437 47.1 39.2 05 0.0 0.9 13 8.2 12.3 0.0 0.0 0.0
KB (EA13)| 453 29.1 35.0 52.4 64.3 48.9 0.4 0.0 1.2 32 6.5 14.9 0.0 0.1 0.0
T LERE rhoBE (P A73) | 60.5 46.3 495 40.9 41.0 37.8 0.0 0.0 0.2 0.0 12.4 12.4 0.0 0.2 0.0
INRIE (FAI1/3)| 634 61.1 58.1 34.2 33.0 30.9 1.2 0.0 1.5 0.0 5.8 9.5 0.0 0.0 0.0
s ] 7] iy M KEIL 1—0O WMARRE ZDMESR
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BEEE 69.0 58.4 65.1 255 36.1 25.8 1.1 0.0 05 45 5.4 8.6 0.0 0.0 0.0
KB (EA13)| 625 38.8 52.4 32.8 51.4 37.1 05 0.0 1.2 42 9.8 9.3 0.0 0.0 0.0
ST LEEHRE FRRR (FPAr1/3) | 68.9 61.4 68.0 25.8 35.7 21.4 1.1 0.0 0.4 42 2.8 10.3 0.0 0.0 0.0
INRAE (FAI13) | 789 77.7 74.2 13.8 19.5 20.0 1.9 0.0 0.0 5.4 2.9 5.8 0.0 0.0 0.0
T V8 [ L g ! KEIL a1—n WMARRE FOthEE
20094F | 20134 | 20174F | 20094F | 20134F | 20174F | 20094E | 20134E | 20174F | 20094F | 20134F | 20174F || 20094E | 20134F | 20174F
BLEEE 62.5 495 55.4 35.3 45,6 39.1 0.3 0.0 0.1 24 49 5.3 0.0 0.0 0.0
KFE(EAI1/3)| 53.0 414 35.9 426 53.8 57.4 0.0 0.0 0.5 4.1 48 6.2 0.0 0.0 0.0
SELEHRE oA (PA71/3) | 63.0 41.6 63.6 35.7 48.2 27.2 0.0 0.0 0.0 2.1 10.2 9.2 0.0 0.0 0.0
INBRE (T AI3) | 75.2 68.6 65.8 24.0 314 34.2 1.0 0.0 0.0 0.4 00 K 00 0.0 0.0 0.0
A A T g M KEIL a—0a MAEBER TOMEER
20094F | 20134 | 20174F | 20094F | 20134F | 20174F | 20094E | 20134F | 20174F | 20094F | 20134 | 20174F (| 20094F | 20134F | 20174F
HEXE 60.1 54.6 52.3 30.4 36.3 33.7 0.2 14 0.0 9.4 7.8 14.1 0.0 0.0 0.0
KB (EA11/3)| 547 41.4 32.9 354 49.6 48.2 0.4 1.3 0.0 95 8.1 18.9 0.0 0.0 0.0
St LERE L (7 3) | 57.3 41.6 58.0 325 30.3 30.7 0.0 0.0 0.0 10.1 9.0 11.4 0.0 0.0 0.0
INBRE (RHI1/3) | 755 68.6 71.0 16.7 21.9 175 0.0 3.2 0.0 7.8 5.8 11.6 0.0 0.0 0.0
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(1) MDA —b: BAFZEOSFHBICEDDT =T (%)

2018
2014
2010

[FZ A2 (| a. H ARDSD | b EHIDHD | c s hbHm
0 #ia A (%) 2 (%) #ia A (%)
426 34.6 46.5 19.8
365 34.1 45.9 19.7
490 34.8 48.6 16.6

(2) E#ﬁ&%@/l/"—]\ ﬁﬁ]ﬂj.ﬁﬁ%@é%‘l’gﬁccljjbéf/m?

2018
2014
2010

B8 A 3 (7 |a. B AS [ U o | b B3~ 0D i | c. it A 1) U i
20 i (%) 72 (%) (%)
395 25.9 || 537 1 217 |
342 26.0 50.3 237
492 28.0 47.9 24.1




7T 1L

AL

(/177-—90)$%m3|11’3)
L 7 V7 BHEBL I A DB O B B A M TR 50D S BB KA = 7 (%)

m $ﬂ“]\/nﬂ EO)’(J

" R

e I BIEERAR apac bt | ca—mpc| CTEE ) e SRR E20 AR
2018 363 10.8 ﬂ 15.2 ﬂ 0.3 25.3 t 49.9 t 3.5
2014 319 11.8 28.9 0.3 20.3 36.9 1.8
2010 456 13.3 25.9 05 174 41.3 16

2.7 U7 BHEBHEEAD BADSO F AR BAREIC 5051 RARBEI =7 (%)

PAPEORARIIC [FEERIE e | ok |oamc| VTRV | eSUBBK | O
2018 391 45.6 ﬂ 36.8 lL 0.3 8.4 t 13.1' 1.2
2014 288 48.2 43.7 0.4 3.0 4.4 0.4
2010 422 54.0 40.3 0.4 1.0 3.9 0.4

3.7 U7 BHEBHEE DA EO B ARBAREIC 5051 HAXBERI =7 (%)

BATEOMAIC | FIEERIE g | b |oo—nic| ST | eI \2oliBk
2018 307 15.3 t 63.0 ﬂ 13 8.5 t 11.0 t 4.5
2014 205 6.8 80.4 4.2 0.7 4.5 3.4
2010 282 6.1 79.0 5.6 1.0 4.9 35

?4’!:.
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TEMNR

B /BRSED A7

(DIT7T—EDEFMFELY)
1.7 D7 BHESMIE A OB COIRERAC ) DRI EHIS =7 (%)

P73

vZ 1

Bt COMRTEMBFEIZE | RIE R (1 SRR . dHESC | eBiBE |fZoOfMEE

F 2 (i 5 ) aM&ET |bKRAVET | ca—rET B T -
2018 328 39 || 18. oll 0.1 26.9' 53.8 t 1.3
2014 299 3.2 23.2 0.6 23.8 47.2 2.0
2010 414 4.9 215 0.2 21.9 50.6 0.9

2. 7T FTAEB A N D B A i R ERIZ 5D 5 RARBERIT =T (%)

HA A g HH R KR kS | [RIE A2 (1 A . dHEC | eBitBE |fZOfMEE

FEA R A A ) AT |bKRLVET|c—aitT - -
2018 307 31.2 ll 43.9 ll 0.2 11.2 t 15.8 t 2.5
2014 209 37.8 52.2 0.0 4.7 4.8 0.4
2010 313 46.0 48.0 0.2 0.2 5.6 0.0

3. 7 VT BriR BLiE A DS 1T i BRI H DDAV RARBERT =T (%)

TS ANTTIpE fant v I b EIL2STe A Qs LS . dHESC | eBiBE |fZoOfMEE

21 R A RS ) AT b KRLVET|c—aiT - -
2018 272 o0l | es3ll | 13 s | 159 T =
2014 220 6.0 80.7 2.9 1.7 5.4 3.3
2010 323 8.6 775 3.2 0.7 6.6 3.4

plic =]
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7y7FﬁF F }-:qi:m“w .
(BAERE | T—R DB #fi T 15)
Ilsocal Nurr_lber of Share (%) - T TD
rocurement Firms fﬁf@gﬁiﬂiﬁ .

1. From Local Company s
1. JPY 2 0.4 Aot 3R
2.USD 54 9.9 "B E &
3. Euro 1 0.2 (J 75?;:@
4. Renminbi 152 27. /E\o
5. Local 328 60.2
6. Others 8 15 A pEE
TOTAL 545 100.0 m &5

2. From Group Company mm
1. JPY 9 14.8 :: ::
2. USD 14 23.0
3. Euro 0 0.0
4. Renminbi 22 36.1 N5
5. Local 15 24.6 ZET| X
6. Others 1 1.6 D T%_ X |3 q:l
TOTAL 61 100.0 N

3. From Other Company DIEFR
1.JPY 3 9.1 1R 7% R,
2.USD 5 wzﬂ, T TD
3. Euro 0 0.0 IHHEY S |
4. Renminbi 8 24.2 |
5. Local 16 48.5 C%‘ qut )
6. Others 1 3.0 Sl Dz
TOTAL 33 100.0 7=,

Local Sales ONfulz?P:]; Share (%)
1. To Customer

1. JPY 11 3.3
2.USD 47 141ll
3. Euro 0 0.0

4. Renminbi 91 27.2

5. Local 184 55.1

6. Others 1 0.3
TOTAL 334 100.0

2. To Group Company

1. JPY 3 4.3

2. USD 11 15.9@
3. Euro 0 0.0

4. Renminbi 26 37.7

5. Local 29 42.0

6. Others 0 0.0
TOTAL 69 100.0

3. To Distributor

1. JPY 1 2.0

2. USD 4 8.2

3. Euro 0 0.0

4. Renminbi 13 26.#
5. Local 31 63.3

6. Others 0 0.0
TOTAL 49 100.0

1

=
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V7 F TOAVINAHEE
(BAERE|T—2 D BT 15)
Local Procure- Asia % . Local Sales Asia
ment (%) 2010 2014 2010 E;}%ﬁ (Share:%o) 2010 2014
1. From Local Company =@ = 1. To Customer
1.JPY 21 | 22 2014530 E 1.JPY 14 | 16
2.USD 16.2 17.7 2.USD 18.6 21.5
3. Euro 0.0 0.0 3. Euro 0.0 0.3
4. Renminbi 23.7 27.4 4. Renminbi 21.8 21.8
5. Local 53.9 50.8 5. Local 53.8 53.6
6. Others 41 | 19 A EE 6. Others 14 | 12
TOTAL 100.0 | 100.0 m ] TOTAL 100.0 | 100.0
2. From Group Company m 2. To Group Company
1. JPY 28.0 11.6 1. JPY 7.0 3.3
2.USD 42.7 39.1 4 ) 2.USD 30.1 26.7
3. Euro 0.7 0.0 3. Euro 0.7 4.4
4. Renminbi 5.6 17.4 4. Renminbi 18.9 28.9
5. Local 22.4 29.0 5. Local 41.3 35.6
6. Others 0.7 2.9 6. Others 2.1 1.1
TOTAL 100.0 | 100.0 TOTAL 100.0 | 100.0
3. From Other Company 3. To Distributor
1. JPY 13.5 34 1. JPY 0.0 0.0
2.USD 449 72.4 2.USD 8.1 27.5
3. Euro 3.4 0.0 3. Euro 0.0 2.5
4. Renminbi 7.9 10.3 4. Renminbi 48.4 20.0
5. Local 24.7 10.3 5. Local 41.9 50.0
6. Others 5.6 3.4 6. Others 1.6 0.0
TOTAL 100.0 | 100.0 TOTAL 100.0 | 100.0
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(BAERE| T —2 D BT 1Y)

Imports from Number of Share (%)
Japan Firms
1. Japanese Head Office
1. JPY 249 53.9
2. USD 164 355
3. Euro 0 0.0
4. Renminbi 20 4.3
5. Local 26 5.6
6. Others 3 0.6
TOTAL 462 100.0
2. Group Company
1. JPY 39 49.4
2. USD 33 41.8
3. Euro 0 0.0
4. Renminbi 1 1.3
5. Local 5 6.3
6. Others 1 1.3
TOTAL 79 100.0
3. Japanese Sogo Shosha
1. JPY 45 50.6
2. USD 31 34.8
3. Euro 0 0.0
4. Renminbi 6 6.7
5. Local 7 7.9
6. Others 0 0.0
TOTAL 89 100.0

- X H#i AT
THET, X
H#gE Tl R
JLET &
71

EE
HLR

zh o)

- X HEH T
ARTTETE
BB EET
HEETT10
~15%7% 5 &
TW3,

Exports to Number
Jagan of Firms Sl ()
1. To Head Office
1. JPY 98 39.8
2. USD 109 44.3
3. Euro 0 0.0
4. Renminbi 20 8.1
5. Local 18 7.3
6. Others 1 0.4
TOTAL 246 100.0
2. To Group Company
1. JPY 20 37.7
2.USD 27 50.9
3. Euro 0 0.0
4, Renminbi 0 .
5. Local 6 11.3@
6. Others 0 .
TOTAL 53 100.0
3. To Japanese Sogo Shosha
1. JPY 7 35.0
2.USD 10 50.0
3. Euro 1 5.0
4. Renminbi 1 5.0
5. Local 1 5.0
6. Others 0 0.0

TOTAL 20 100.0

P78 ]

1
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Imports from Asia
Japan (%) 2010 | 2014
1. Japanese Head Office

1. JPY 58.8 54.4
2.USD 38.0 39.7
3. Euro 0.4 0.0
4. Renminbi 0.2 3.6
5. Local 2.2 2.3
6. Others 0.4 0.0
TOTAL 100.0 | 100.0
2. Group Company

1. JPY 51.9 43.9
2. USD 46.5 48.5
3. Euro 0.0 0.0
4, Renminbi 0.8 4.5
5. Local 0.8 3.0
6. Others 0.0 0.0
TOTAL 100.0 | 100.0
3. Japanese Sogo Shosha

1. JPY 56.9 54.5
2. USD 38.7 40.0
3. Euro 0.0 0.0
4. Renminbi 15 2.7
5. Local 2.9 2.7
6. Others 0.0 0.0
TOTAL 100.0 | 100.0

(BB T—2 D B 1y)

Y

==
2010 F &
2014 FFHE

EE
HLR
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XNBEEZTDAL?
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" R

Exports to Asia
Japan (%) 2010 | 2014
1. To Japanese Head Office

1. JPY 46.3 31.3
2.USD 45.8 60.4
3. Euro 0.3 0.0
4, Renminbi 0.5 5.7
5. Local 6.8 2.6
6. Others 0.3 0.0
TOTAL 100.0 | 100.0
2. To Group Company

1. JPY 50.8 38.1
2. USD 46.0 50.0
3. Euro 0.0 0.0
4, Renminbi 0.0 2.4
5. Local 1.6 9.5
6. Others 1.6 0.0
TOTAL 100.0 | 100.0
3. To Japanese Sogo Shosha

1. JPY 8.3 64.3
2. USD 91.7 28.6
3. Euro 0.0 0.0
4. Renminbi 0.0 0.0
5. Local 0.0 7.1
6. Others 0.0 0.0
TOTAL 100.0 | 100.0

EZ-‘E:




TOTRELELS N EA TR RBE

(BAERB| T —H2 D BT )

I ts f Number of A

poroad  Fime | Sae (9| EILE DEL DR S share (o)
1. Foreign Company 5 | LiE@J E/\j = 1. To Customer

1. PY 3 16 NLETHIR [Lapy 9 76

2.USD 152 82.2 = L, 2.USD 93 78.2

3. Euro 7 3.8 3. Euro 0 0.0

4. Renminbi 3 1.6 4. Renminbi 4 3.4

5. Local 8 4.3 5. Local 10 8.4

6. Others 12 6.5 A pEE 6. Others 3 2.5

TOTAL 185 100.0 &5 TOTAL 119 100.0
2. Group Company A m’ B 2. To Group Company A~

1. JPY 23 146|] 1. JPY 18 1381

2. USD 123 77.8 2. USD 90 69.2

3. Euro 2 1.3 3. Euro 0 0.0

4. Renminbi 4 2.5 . 4. Renminbi 3 2.3

5. Local 2 13 - TV THEM 5 Local 14 108

6. Oth N1

. Others 4 25 BE (AE 6. Others 5 3.8

TOTAL 158 100.0 7_E> D> ) TOTAL 130 100.0
3. Other Company A0 X545 j]ﬂo 3. To Distributor

1. JPY 3 8.8 1. JPY 1 4.2

2.USD 27 79.4 HE TR _ |2.usD 20 83.3

3. Euro 0 0.0 Vi al Y 3. Euro 0 0.0

4. Renminbi 1 2.9 EkE =R 4. Renminbi 0 0.0

5. Local 3 8.8@ 5. Local 3 12.5

6. Others 0 0.0 6. Others 0 0.0

TOTAL 34 100.0 TOTAL 24 100.0
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Imports from Asia 7/5% : EXxports to Asia
Abroad (%) 2010 | 2014 2010 F A& Foreign (%) 2010 | 2014
1. IJ:S:flgn Company3 - = 2014£E§E§ 1 ;I'F?YCustomers — —
2.USD 80.5 88.8 2. USD 82.9 86.0
3. Euro 8.7 6.1 3. Euro 1.6 0.0
4, Renminbi 0.9 0.0 4. Renminbi 1.6 0.0
5. Local 5.2 2.2 5. Local 4.7 3.7
6. Others 17 | 17 A pEE 6. Others 21 | 07
TOTAL 100.0 | 100.0 m &5 TOTAL 100.0 | 100.0
2. Group Company i 2. To Group Companies

1. JPY 7.2 3.4 1. JPY 6.0 5.0
2.USD 80.3 85.3 2. USD 77.2 75.7
3. Euro 2.6 4.3 3. Euro 4.3 5.7
4. Renminbi 0.0 0.9 4. Renminbi 1.3 3.6
5. Local 2.6 1.7 5. Local 7.3 7.1
6. Others 7.2 4.3 6. Others 3.9 2.9
TOTAL 100.0 | 100.0 TOTAL 100.0 | 100.0
3. Others 3. To Distributors

1. JPY 2.4 2.3 1. JPY 0.0 2.8
2. USD 80.0 88.6 2. USD 88.4 88.9
3. Euro 4.7 0.0 3. Euro 0.0 2.8
4. Renminbi 0.0 6.8 4. Renminbi 0.0 5.6
5. Local 4.7 0.0 5. Local 9.3 0.0
6. Others 8.2 2.3 6. Others 2.3 0.0
TOTAL 100.0 | 100.0 TOTAL 100.0 | 100.0
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Transportation costs and
tariff t

Imported

Exporters L_»

Exchange Rate (S);

Invoice either
P£=C(1+mE) (in Yen), or
P=C(1+mE)/S (in $)
> Choice of invoice currency

Exporters:
Form the exchange rate expectation. Determine export
prices (Profit margin m*)and the invoice currency
Discriminating prices depending on the destination -
Pricing-to-market (PTM)
Ma~v—oom = BERT—Yomdl?

/

Profit margin (PY)

Domestic
distribution
costs (d9)7%E

P d=C(1+md)+d¢

I

I
1

or
de

Dockprice

PM=(1+t)PE/S or
PM=(1+t)P!

Domestic distribution
costs (d) and
importer’s profit

margin (mM)

Retail price (PR)

PR=PM(1+mM)-+cM 5

/ Pass-through: \

The degree of change in S causing
change in PR.
Pass-through is -1 with the yen

invoicing and 0 in dollar invoicing.

\ 4

Demand: D(PR)

Purchasing power parity (PPP) holds, if Pd=Pu,
This does not hold under “pricing to market”

(PTM)
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Table 7.1. Dimensions of an International Currency

Rt %— Private Sector
B SRB{E(=3%]) Trade invoicing

Denomination of financial products
issued by companies and financial
TR B institutions of other countries

Unit of Account Denomination of offshore financial
products by domestic companies

H5IE (=%%.) Trade settlement

X FE International financial transaction
Medium of exchange  settlement

MEOREFE Cross-border deposits

Store of value Cross-border securities investment

NIt 32— Official Sector
Being pegged by other countries

High weights in (official or de facto) currency baskets of
foreign central banks

IMFEE/ SRy MEREE

(IMF) SDR composition currency

Denomination of international bonds issued by other
governments or IFls

Intervention currency by other monetary authorities
Government financial transactions (such as ODA)

Central Bank swaps currency
Currency circulation abroad (e.g., dollarization);

Foreign reserves (of other countries)
Sovereign Wealth Funds (of other countries)

Source: Author’s creation, slightly modified from Ito (2011, 2017), which was based on the matrix first proposed by Kenen (1983) and Cohen (1971) .



BIS Triennial Surveys, 2001-2016
BEEGIE

Currency distribution of OTC foreign exchange turnover

Net-net basis,' percentage shares of average daily turnover in April?

c 2001 2004 2007 2010 2013 2016
urren ....................................................................................................................................................................................................................................................................................
<y Share Ranki Share Ranki Share Ranki Share Ranki Share Ranki Share Rank
usb 89.9 1 88.0 1 85.6 1 84.9 1 87.0 1 87.6 1
EUR 379 2 374 2 37.0 2 39.1 2 334 2 31.3 2
3 . 3 3 3 3 . 3
GBP 13.0 4 16.5 4 14.9 4 12.9 4 11.8 4 12.8 4
AUD 4.3 7 6.0 6 6.6 6 7.6 5 8.6 5 6.9 5
CAD 4.5 6 4.2 7 4.3 7 53 7 4.6 7 5.1 6
CHF 6.0 5 6.0 5 6.8 5 6.3 6 52 6 4.8 7
CNY3 0.0 35 0.1 29 0.5 20 09 17 2.2 9 4.0 8
SEK 2.5 8 2.2 8 2.7 9 2.2 9 1.8 11 2.2 9
MXN?3 0.8 14 1.1 12 1.3 12 1.3 14 2.5 8 2.2 10
NzD?3 06 16 1.1 13 19 11 1.6 10 2.0 10 2.1 11
SGD?3 1.1 12 09 14 1.2 13 1.4 12 1.4 15 1.8 12
HKD?3 2.2 9 1.8 9 2.7 8 2.4 8 1.4 13 1.7 13
NOK3 1.5 10 1.4 10 2.1 10 1.3 13 1.4 14 1.7 14
KRW?3 0.8 15 1.1 11 1.2 14 1.5 11 1.2 17 1.6 15

1/7/2020

Source: Bank of International Settlements, Triennial Survey, 2016.
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Q12016 Q22016 Q32016 Q42016 Q12017
Total Foreign Exchange Reserves 10,925.78 10,968.95 10,994.11 10,715.02 10,899.37
Allocated Reserves 7,779.73 8,071.88 8,366.85 8,429.87 8,848.95
Claims in U.S. dollars 5,095.69 5,269.21 5,417.21 5,504.54 5,709.50
% 65.50% 65.28% 64.75% 65.30% 64.52%
Claims in euros 1,51793 1,560.68 1,640.83 1,614.44 1,706.44
% 19.51% 19.33% 19.61% 19.15% 19.28%
Claims in Japanese yen 283.83 329.22 349.89 335.12 403.02
% 3.65% 4.08% 4.18% 3.98% 4.55%
Claims in pounds sterling 361.16 367.22 367.82 365.52 378.71
% 4.64% 4.55% 4.40% 4.34% 4.28%
Claims in Canadian dollars 140.36 147.76 159.91 165.15 171.06
% 1.80% 1.83% 1.91% 1.96% 1.93%
Claims in Australian dollar 133.67 136.97 150.19 145.6 162.43
% 1.72% 1.70% 1.80% 1.73% 1.84%
Claims in Chinese renminkb NA NA NA 84.45 88.54
% 1.00% 1.00%
Claims in Swiss francs 14.81 14.28 14.74 13.76 14.54
% 0.19% 0.18% 0.18% 0.16% 0.16%
Claims in other currencies 232.27 246.54 266.26 201.3 214.71
% 2.99% 3.05% 3.18% 2.39% 2.43%
Unallocated Reserves 3,146.05 2,897.07 2,627.26 2,285.16 2,050.42

Source: International Monetary Fund, COFER



SDR composition currencies and shares

(a) Long-term changtes

1980 1985 1990 1995 2000 2005 2010 2015

US Dollar 42 42 40 39 45 44 41.9 41.73
Euro 29 34 37.4 30.93
German Mark 19 19 21 21 | |

French Franc 13 12 11 11

Japanese Yen 13 15 17 18 15 11 9.4 8.33
British Pound 13 12 11 11 11 11 11.3 8.09
Chinese Yuan 10.92

Source: International Monetary Fund.

(b) Details of changes from 2010 to 2015

SDR Basket 2010 standard 2015 Reform

Exports 50%;

Export 2/3 Foreign Reserves 16.7%;
Foreign reserves: Foreign Exchange Transactions 16.7%;
1/3 International Banking Liability and

International Bond outstanding 16.7%
U.S. dollar UsD 41.9 41.73
Euro EUR 37.4 30.93
Renminbi RMB 10.92
Japanese yen JPY 9.4 8.33
British pound GBP 11.3 8.09

Adopted from: Ito (2017). International Monetarv Fund (2015 b)




RMB’ s share as a global payments currency : Nov 2019

SWIFT settlement, November 2019
%

45.0%
40.4%
40.0%
35 0% 33.5%
30.0%
25.0%
20.0%
15.0%
10.0% 7.0%
3.5%
5.0%
1.9% 11.7% 1.6% 15% 11% 1.1%
' ' . - - . : 0.9% 0.8%
0.0%
. (o)
usD EUR GBP JPY CNY AD  AUD  HKD SGD THB CHF SEK

Source: SWIFT, RMB Tracker (Live and delivered, MT 103 and 202 (Customer initiated and institutional payments) Messages

%%é%ogﬂged on SWIFT. Based on value. 40
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