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IMF Officially Includes Chinese Renminbi
In SDR Basket Of World Currencies

Compiled And Edited By John T. Robbins, News&Review Editor

The International Monetary Fund (IMF) has officially
accepted the Chinese renminbi to be included in
the bank's group of Special Drawing Rights (SDR)
currencies, the bank announced on Saturday, Oct. 1,
according to an article published by foreignpolicy.com.
China's currency will now join the IMF's elite club of
the world's strongest national tenders, after years of
liberalization, the report said.
The group of currencies with Special Drawing Rights
uses a pseudo-currency to supplement countries'
official reserves when needed. The value of the
pseudo-currency is determined by the strength of each
currency in the basket which includes the dollar, the
pound sterling, the euro, the Japanese yen and now the
Chinese renminbi.
For China, inclusion in the SDR basket is significant
as a reward for China's efforts to open up its economy
to foreign investment and influence but it is more
symbolic in terms of market movement.
The IMF's inclusion is also important as it is an
acknowledgement that the country is opening its doors
to business and allows its economy to be subjected to
the same forces of demand and supply that affect the
American, European, Japanese, and British economies.
The IMF now believes that China is increasingly
allowing market to determine the value of renminbi.
"The inclusion into the SDR is a milestone in the
internationalization of the renminbi, and is an
affirmation of the success of China's economic
development and results of the reform and opening up
of the financial sector," the People's Bank of China, the
country's central bank, said in a statement.
In 2010, China
applied to join
the SDR but
was rejected
by the IMF
because it said
the renminbi was
not widely used
in international transactions or traded in international
monetary exchanges at that time. In Aug. 2015, the
IMF extended the SDR currency basket window to
Sept. 2016, giving China more time to implement
liberalization reforms.
A week after the IMF released its progress report in
Aug. 2015, China allowed the renminbi to "float" for

three days and like
other currencies,
allow demand
and supply
to determine
its value. But
the value of
the renminbi
decreased as the
value of Chinese
stocks dropped.
China also
announced in
Sept. 2015 the
opening of its foreign exchange market to foreign
central banks, allowing the U.S. Federal Reserve and
the European Central Bank to make bets on the value
of the renminbi.
In Oct. 2015, the People's Bank of China announced
that it is planning to remove the caps on deposit rates,
offering financial institutions a market-based rate
of return, in contrast with the one determined by the
Chinese central bank.
According to the report, renminbi's inclusion in the
SDR basket does not mean that it will be replacing
the dollar as the world's standard currency. The IMF
decision does not also ensure that Chinese authorities
will not refrain from meddling in the economy to keep
the currency strong or stop massive stock losses.
"We believe that the Chinese authorities will remain
committed to exchange rate flexibility and capital
account liberalization over the long-term as they hope
to internationalize the Chinese yuan but progress is
likely to be gradual and bumpy," a team from BMI
Research said in a recent research. (Courtesy www.
en.yibada.com/articles)
Related

Press Release From The IMF
September 30, 2016
IMF Launches New SDR Basket Including
Chinese Renminbi, Determines New Currency
Amounts
The Chinese renminbi (RMB) will be included in SDR
basket as fifth currency starting October.
IMF Managing Director Christine Lagarde says SDR
basket expansion reflects the ongoing evolution of
the global economy and is a significant change for the

IMF.
Today, the
International
Monetary Fund
(IMF) announced
the launch of
the new Special
Drawing Right
(SDR) valuation
basket including
the Chinese
renminbi (RMB),
and the new
currency amounts
that will determine the value of the SDR during the
new valuation period.
As approved by the Executive Board of the IMF on
November 30, 2015, effective October 1, 2016, the
RMB is determined to be a
freely usable currency and
will be included in the SDR
basket as a fifth currency,
along with the U.S. dollar,
the euro, Japanese yen,
and the British pound ( see
Press Release No. 15/543).
The Board also decided at
that time that the weights
of each currency would be
41.73 percent for the U.S.
dollar, 30.93 percent for the Euro, 10.92 percent for the
Chinese yuan, 8.33 percent for the Japanese yen, and
8.09 percent for the Pound sterling.
To mark the launch of the new SDR basket, Ms.
Christine Lagarde, Managing Director of the IMF,
stated: “The expansion of the SDR basket is an
important and historic milestone for the SDR, the
Fund, China and the international monetary system. It
is a significant change for the Fund, because it is the
first time since the adoption of the euro that a currency
is added to the basket.
“The Renminbi’s inclusion reflects the progress made
in reforming China’s monetary, foreign exchange, and
financial systems, and acknowledges the advances
made in liberalizing and improving the infrastructure of
its financial markets. The continuation and deepening
of these efforts, with appropriate safeguards, will

IMF Managing Director
Christine Lagarde

bring about a more robust international monetary and
financial system, which in turn will support the growth
and stability of China and the global economy.
“This milestone also reflects the ongoing evolution
of the global economy. The Fund plays an important
role in this evolving process, and the inclusion of the
Renminbi in the SDR basket shows once again that the
Fund stands ready to adapt to change.”
In addition, the Board also decided today that effective
October 1, 2016, the value of the SDR will be the
sum of the values of the following amounts of each
currency:

U.S. dollar 0.58252

Euro 0.38671
Chinese yuan 1.0174
Japanese yen 11.900
Pound sterling 0.085946

These currency amounts are calculated such that the
value of the SDR in U.S. dollar terms is the same under
the new basket as the value of the SDR prevailing
today, and that, at the average exchange rates for
the three-month period ending today (July 1 through
September 30, 2016), the share of each currency in the
value of the SDR corresponds to the weight approved
by the IMF Executive Board on November 30, 2015.
The Board’s decision on the amount of each currency
in the SDR valuation basket is the final step toward
implementing the results of the latest review of the
method of valuation of the SDR. (Courtesy https://
www.imf.org/external)

A Xiamen Airlines Boeing 737 parked at Dalian Airport.
(Photo : Getty Images)

Xiamen Airlines, a subsidiary of state-backed China
Southern Airlines, has inaugurated its first direct U.S.
route with the opening of the Seattle-Shenzhen flight
on Monday, Oct. 3, CNBC has reported.

It is the first long-haul route between Xiamen and the
US as well as the first nonstop direct international
service between Shenzhen and the US, the airline
said. Xiamen is located in Fujian province on China’s
southeast coast along the Taiwan Strait. Shenzhen
is located just north of Hong Kong, in Guangdong
province.

Xiamen Airlines will fly a Boeing 787-8 on the route.
“The launch of the Xiamen-Shenzhen-Seattle service
is an important reflection of the results of the meeting
between Chinese and American leaders in 2015,”
Xiamen Airlines chairman and general manager Che
Shanglun said.

“On the heels of these events, a Fuzhou-New York
and a Xiamen-LA service will also be initiated,” Che
said. The Fuzhou-New York route is to start Feb. 15,
2017. The Xiamen-Los Angeles route will also launch

in2017.
service is Xiamen

Airline’s sixth

XIAMENAI R @ long-haul  route,

joining  existing
city pairs Xiamen-Amsterdam, Fuzhou-Sydney,
Xiamen-Sydney, Xiamen-Melbourne and Xiamen-
Vancouver.
"Shenzhen is known as the 'Silicon Valley' of China, and
this new destination will be a tremendous opportunity
for both business and leisure travelers to experience
our shared values," Port of Seattle Commissioner Fred
Felleman said during a ceremony welcoming the first
Xiamen flight at Seattle-Tacoma International Airport.
Xiamen's arrival will help strengthen the region's
status as a business and tourism hub, Felleman added.
Xiamen, a member of the SkyTeam airline alliance,
has more than 140 Boeing aircraft and 30 more on

The Xiamen-
Shenzhen-Seattle

Additional Routes Being Planned
China's Xiamen Airlines Opens
First Direct Route To The U.S.

Compiled And Edited By John T. Robbins, News&Review Editor

order. It is also one of China's largest carriers.

The latest move by Xiamen, which is China's only
airline with an all-Boeing fleet, came at a time when
tourism and business activity between U.S. and China
is growing at a fast pace.

A recent study by Boyd Group International predicted
that annual U.S. arrivals from China will more than
double, from 2.4 million
in 2015 to over 6.5
million in 2020. The
report added that in
that period, more than
23 million Chinese will
visit the U.S.

Shenzhen is the country's
first economic zone and
home to some of China's biggest tech firms such as
telecom equipment maker Huawei, Internet tech firm
Tencent Holdings and other companies that operate in
the Pacific Northwest.

Flight Attendants Of Xiamen
Airlines

According to the report, >
only carriers like Delta Air
Lines or Hainan Airlines
serve the flights from Seattle
to Chinese cities such as
Beijing, Hong Kong and
Shanghai before Xiamen's
new Shenzhen service.
Kazue Ishiwata, airline
service development
director for Seattle-Tacoma
International Airport, said that Xiamen's Seattle-
Shenzhen new route stands out partly because it was
the first time that the two high-tech cities are linked by
a direct route.

"Xiamen is not the biggest airline in China. There's
Air China, China Eastern, China Southern and Hainan
already in Los Angeles, San Francisco and other cities,"
Ishiwata said. "So it benefits a new entry carrier to
begin service in a city where there aren't other airlines

CARNDC Gom

The Xiamen Flight Team

J to compete with on the route."
A Boeing 787-8 Dreamliner,
with four first class seats, 28
4 business class seats and 236
- economy class seats, will fly
§ three times a week in the new
L route between Seattle and
Shenzhen. The airline will
offer complimentary WiFi
for first and business class
customers, the report said.
But aside from Seattle, Xiamen has also opened its
North American flight between Vancouver and Xiamen
in July, while its long-haul service between JFK
International Airport and Fuzhou (FOC) will begin on
Feb. 15,2017.
The route between Xiamen and Los Angeles will begin
in mid-2017, which is part of the airline's strategy to
gain advantage in China. (Courtesy http://en.yibada.
com/articles)
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