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David Thomas* and Vivianne Arnold* explain why greater understanding and awareness among the SME business 

community is essential to placing Australia at the centre of regional renminbi development.

AS THE RENMINBI (RMB) moves further 
toward internationalisation, it is inevitable 
that more and more of Australia and China’s 
bi-lateral trade will be financed and paid for 
in RMB. With Singapore well on its way to 
becoming the regional hub of RMB trading 
outside of China and Hong Kong, Australian 
banks, companies and government need 
to leverage our large trade volumes with 
China as a platform towards also becoming a 
regional RMB trading hub. 

Australia is strongly positioned to take 
advantage of this global trend, but we first 
must look to our SME sector and begin creat-
ing awareness and a sense of confidence and 
security about the opportunities presented. 

Australia has four key advantages to 
becoming a global RMB trading hub, including:
1. Major bilateral trade flows with China 

worth over $100million annually.
2. A sophisticated financial system readily 

capable of exporting its expertise for this 
purpose.

3. Direct ‘tradability’ between the AUD and 
RMB with our central bank’s currency 
swap agreement to provide liquidity.

4. Forty years of diplomatic relations with 
China and close economic, social and 
political ties.

Harnessing financial prowess
Two of Australia’s major banks, Westpac and 
ANZ, are among the group of global banks 
with RMB licenses to act as market makers 
of the AUD:CNY (Chinese Yuan Renminbi) 
exchange rate, i.e. direct convertibility and 
interbank settlement. However, to become 
leaders in RMB trading, Australia needs to 
broadly harness its financial prowess and lead 
from the front in developing and innovating 
financial products for this purpose. Our bank-
ing system is internationally renowned and 
respected as a leader in the financial services 
space, with our four major banks in the top 
20 world’s safest banks. However, we are yet 
to utilise our capabilities fully as financial ser-
vices exports do not even feature in the top 20 
amongst our other exporting industries. 

Australia has the potential to become a key 

centre of influence in RMB trading growth 
and development. However, with London and 
Singapore hot on our heels, we need to act fast to 
develop our financial architecture and focus on 
increasing awareness amongst SMEs about the 
opportunities in this space. Currently, London 
accounts for more than 60 per cent of RMB trad-
ing outside of China and according to data from 
international payments provider, SWIFT, that 
percentage is rising. 

Singapore has also been quick to identify 
and take advantage of this trend and is moving 
rapidly down the path to becoming the next larg-
est trading hub (after Hong Kong) in the region. 
The Industrial and Commercial Bank of China 
(ICBC) was appointed the RMB clearing house 
for Singapore by the People’s Bank of China. 
Both China and Singapore’s central banks have 
doubled their currency swap agreement from 
RMB 150billion to RMB 300billion. With many 
multinationals and over 4,000 Chinese compa-
nies choosing Singapore as their regional head-
quarters, Singapore’s financial ecosystem is well 
developed to foster rapid growth in RMB trading. 

Australia’s history of producing com-
modities is exactly that – we are a producer 
of commodities, not a trader of commodities. 
The majority of the global commodity trading 
houses in the region are located in a dense hub 
around Singapore’s river in what is known as the 
‘belly of the carp’. Singapore’s financial ecosys-
tem and world-class infrastructure are located 
where, according to Chinese culture, wealth 
and prosperity lay. Australia’s RMB opportunity 
lies, not in competing with Singapore’s role as 
a commodity trade leader, but rather in help-
ing to cultivate long term producer supplier 
relationships with importers and exporters. The 
flexibility and reduced complexity within the 
Australia-China trade relationship, will allow 
our companies (and perhaps others in SE Asia, 
for example, Indonesia) to invest in long term 
relationships, pay and be paid with ease, overall, 
creating a more nimble Asia supply chain. 

Don’t rest on laurels
New Zealand has considerable export strength in 
the dairy industry to China. New Zealand also has 
a ‘license’ to be a RMB market maker and is follow-

ing close behind Australia in development in this 
space. New Zealand’s strong culture of entrepre-
neurialism and progressive government support 
and financial opportunities, has seen New Zealand 
banks seize the opportunity to move quickly in 
supporting their SME exporters, particularly in its 
world-renown dairy industry, to capitalise on the 
RMB trade opportunity. Australian banks need 
to similarly seize opportunities to take advantage 
of our glowing reputation in agriculture, financial 
services, education and healthcare – to utilise our 
reputation for quality, safety and reliability to lead 
the way in the changing global trade landscape in 
agriculture and across the board. 

Australia should not underestimate 
Singapore not only because it is moving rapidly 
but also because of the improved professional and 
international partnership between the nations 
that has cultivated a strong cultural trust between 
both the banks and the governments. Australia 
needs a two tiered approach by both our corpora-
tions and government to develop our significance 
as a regional hub for RMB. Now is the time for us 
to show that we are participating in and utilising 
the current reforms to develop a strong long term 
partnership with China and build cultural trust 
to lead us into the future. 

The Australian growth opportunity in the 
RMB internationalisation largely lies in the great 
volume of trade in the low institutional economy 
of SMEs. Most Australasian large multinationals 
such as BHP, Rio Tinto and Telstra have mature 
and sophisticated currency exchange trading 
schemes through regional hubs and specialised 
teams that capitalise on the high dollar value of 
trade opportunities in this space. However, the 
real opportunity for Australia lies in the lower 
transactional value but higher volume of trade 
in Australian SMEs including business corporate 
banking, import and export. With the opportu-
nity to denominate bi-lateral trade in RMB and 
reduce the hedging cost and risk and complexity 
of exchange rates via USD conversions, Australian 
SMEs can benefit from this. However, develop-
ment in this space will largely depend on both 
our banks and corporations educating Australian 
SMEs in this area. Australian banks have up until 
this point focused much of their attention on the 
high institutional opportunity, the second tier 

of opportunity lies in our SMEs, where an even 
greater number of opportunities await them. 

At present, Australia’s slow development in 
this space is underpinned by a lack of under-
standing of the opportunities. A great feeling 
of uncertainty surrounds the issue of the RMB 
internationalisation in the SME sector, in par-
ticular, without the access to experts and a trea-
sury team that large corporations have access 
to, SMEs have been left wondering how to begin 
to take advantage of these opportunities. With 
a long history of conducting trade through 
the USD, an inertia to change is keeping us 
from taking advantage of this new opportunity. 
Greater understanding and awareness amongst 
the SME business community is essential to 
placing Australia in the centre of regional RMB 
development.  
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