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Interactive widgets
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Please take a minute to familiarise yourself with the widgets on your
screen. They can be moved around the screen and maximised/minimised
to suit you.

Click on the help widget if you experience any technical difficulties during
the webinar.

Download supporting documents during the webinar by clicking on the
resource widget.

Submit your questions to our speakers throughout the webinar by using
the Q&A widget.

Please take a few minutes at the end of the webinar to provide your
feedback.

Follow us on twitter at @actupdate and tweet live during the webinar
using #ACTwebinar
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Agenda

Presentation from HSBC China

Lewis Sun
Head of Sales, Global Payments and Cash
Management, HSBC China

Presentation from Johnson Matthey

Julian Tasker
Group Treasurer, Johnson Matthey

Panel Discussionand Q & A
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RMB Internationalisation:
Embracing the New Norm

Lewis Sun Head of Sales, Global Payments and Cash Management, HSBC China (Company) Limited
February 2015
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I China’s Approach to Regulatory Reform

- Deng Xiaoping (Chinese political leader, 20" century, China)

“The journey of a thousand miles begins with a single step.”

- Lao Tzu (Chinese philosopher, 6th century BC, China)

“We should plant these seeds in more land so that flowers
will blossom and fruits will be harvested as quickly as

Y N/(//“_‘ - ” : o
- s possuble. - President Xi Jinping
Am



Trend of deregulation
Liberalization has accelerated

People’s Bank Of China (PBOC) — Moving toward further opening up

Exchange / Interest Rate Liberalisation

e  Further widening the RMB FX trading range Feb 2014 Exchanae and interest rate

e Removing loan interest rate control Jul 2013 > Iiberalizgtion

e Lifting the cap deposit rates to PBOC+20% Nov 2014

Driving RMB Internationalization

o Simplified transactional workflow for current account Jul 2013 > Accelerating cross-border use
e Nation wide RMB outbound lending liberalization (Article 168)  Jul 2013 of RMB

Shanghai Free Trade Zone (SFTZ) policies

e RMB two-way cross-border cash concentration 2 Pushing the edge of RMB

. ) . Feb 2014 . ; 2
e RMB netting and centralized payments & collections internationalization
Expanding the FTZ policies
e Extending the SFTZ policies to nationwide Jun 2014 > Broadening and deepenin
e Detailed procedures for x-border cash pooling announced Nov 2014 9 P g

e Expanding Shanghai FTZ and establishing more FTZs Dec 2014 RMB internationalization



The unstoppable RMB
Rapid progress made by RMB internationalisation
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Note: RMB deposits in Korea in Apr 2014, Taiwan and Hong Kong in Mar 2014, Macau in Feb 2014, Singapore and
Luxembourg in Dec 2013, Paris in Nov 2013 and London in June 2013. There may be an overlap between offshore
RMB deposits held by Taiwan overseas business units and the offshore RMB deposit pools in HK, Singapore or

London.



Evolvement of the New Norm
Treasury without boundaries

Key asks

Free cross
border funds
movement

Flexible cross
border
settlement

Free FX trading

Old Norm

Limited options for ‘Excess
Liquidity’
Domestic cash pooling

Regulated options of
offshore financing

‘Money flow follows good
flow’

Supporting documents
required

RMB trading primarily
onshore

Limited hedging options
and derivative products
Conversion on “need” basis

New Norm

v Cross-border RMB lending

v Cross-border RMB one-way
outward sweeping

v' Cross-border RMB two-way
sweeping

v POBO / ROBO / Netting
enabled

v Paperless / Automation in
cross-border txns

v" Onshore and offshore RMB

v" Developments of FX options
and derivatives

7 Conversion on “willingness”
basis

number here

Insert GPS



Case study: RMB x-border sweep via SFTZ

China (Master)

RMB Special Account

Hong Kong (Subsidiary)
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Solution

Benefits

HK Entity HSBC «x»
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CNH Current Account i
|
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Access to self owned RMB and
cost effective RMB funding
overseas

Deficit RMB cash position in China
for working capital requirements

Master account in China SFTZ; Sub
account in Hong Kong

Automated domestic zero-balance
cash concentration

Automated CNH surplus sweep in
predefined logic to China

Flexible working capital financing
Full automation of domestic and off-
shore RMB liquidity management
Future scalability to support future
needs



Nationwide Rollout of RMB Two-way sweeping
A prudential approach to be further expanded

- Nationwide Policy SFTZ Policy

Eligibility *  Belongs to the same group *  Belong to the same group
* Total turnover for domestic *  Presence in SFTZ to serve as
participants above CNY5bn the leading company

« Total turnover for overseas
participants above CNY 1bn

« Participant must have been
established for at least 3 years

Cross-border funds « Outgoing: cash generated from * Outgoing: same
movement operating and investing activities * Incoming: no hard quota but
* Incoming: Total equity * 0.1 subject to real working capital
needs
Filing processes * Required for the banks thatwantto +«  Not required

offer this services, a one-off filing
 Required for the corporate before
implementing such a structure

Partner bank *  Only one bank allowed unless *  No special requirements
specially approved

I N et et



Disclaimer

This document is issued by The Hongkong and Shanghai Banking Corporation Limited. The information contained herein is derived
from sources we believe to be reliable, but which we have not independently verified. HSBC makes no representation or warranty
(express or implied) of any nature nor is any responsibility of any kind accepted with respect to the completeness or accuracy of any
information, projection, representation or warranty (expressed or implied) in, or omission from, this document. No liability is accepted
whatsoever for any direct, indirect or consequential loss arising from the use of or reliance on this document or any information
contained herein by the recipient or any third party.

Any examples given are for the purposes of illustration only. The opinions in this document constitute our present judgment, which is
subject to change without notice. This document does not constitute an offer or solicitation for, or advice that you should enter into,
the purchase or sale of any security, commodity or other investment product or investment agreement, or any other contract,
agreement or structure whatsoever and is intended for institutional, professional or sophisticated customers and is not intended for
the use of private individual or retail customers. No consideration has been given to the particular investment objectives, financial
situation or particular needs of any recipient. Recipients should not rely on this document in making any investment decision and
should make their own independent appraisal of and investigations into the information and any investment, product or transaction
described in this document. Unless governing law permits otherwise, you must contact a HSBC Group member in your home
jurisdiction if you wish to use HSBC Group services in effecting a transaction in any investment mentioned in this document. This
document, which is confidential and not for public circulation, must not be copied, transferred or the content disclosed, in whole or in
part, to any third party. The document should be read in its entirety.

Copyright. The Hongkong and Shanghai Banking Corporation Limited 2010. ALL RIGHTS RESERVED. No part of this publication
may be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying,
recording, or otherwise, without the prior written permission of the Hongkong and Shanghai Banking Corporation Limited.

All the information set out in this presentation is provided on the best of the Bank's current knowledge and understanding of the
relevant law, rules, regulations, directions and guidelines governing or otherwise applicable to RMB trade services but the Bank
makes no guarantee, representation or warranty and accepts no liability as to its accuracy or completeness. Please refer to any
updates that shall be published or issued by our Bank from time to time including notices that we place at our HSBC branches.
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Overview of Johnson Matthey

* A speciality chemicals company and a world leader in sustainable
technologies

e Origins date back to 1817, floated 1942, FTSE 100 company since June 2002
* Market capitalisation of over £7 billion

 £11.2 billion revenue and underlying profit before tax™ of £427.3 million for
year ended 31st March 2014

* Operations in over 30 countries with around 12,000 employees

* Leading global market positions in all its major businesses

* Before amortisation of acquired intangibles, major impairment and restructuring charges, profit or loss on disposal of businesses, significant tax rate changes
and, where relevant, related tax effects
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Johnson Matthey in China

* |nitial investment in 2000;

* Now have 17 legal
entities and 24 business
units;

* Revenue of c.£540m p.a;

* Net Assets of c.£250m,
and

e Around 833 employees.
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Johnson Matthey Treasury Approach

* A centralised, service centre approach, focused on managing risk;

e Utilise the Group’s scale to borrow centrally and lend on an inter-company
basis to operating units;

 Minimise complexity at operating units e.g. FX;
* Use relationship banks on a regional/currency basis;
e Utilise automated cash concentration structures where possible;

* Arrange local overdrafts to deal with short-term fluctuations where daily
funding not possible;

* Supported by a strong control and reporting framework.
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Evolution of JM Treasury Management in China

» Implemented a ZBA (Zero Balancing » Made first RMB Cross-border P First Registered Capital injection
Account) cash pooling structure for shareholder loan hedges with CNH denominated in RMB
all JM’s subsidiaries in China Cross-currency swap dealt in London

» Offshore RMB Account opened in » Established a MCNP (Multi Currency » fully automated sweeping to
Hong Kong for JM PLC Notional Pooling) for all JIM’s integration cash in China into
subsidiaries in Hong Kong regional MCNP on a two-way basis
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JM RMB Cross-border Two-Way Sweeping

________________________________________________________________________
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Thank you for listening.

Please take a few moments to
provide your feedback by
selecting the & icon.
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