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Signs of Economic Stabilization Suggest Lower 
Likelihood of RRR Cut in the Near Term 

Key Points: 

 The future of China’s political leadership somewhat clarified 

with President Xi at the top (possibly indefinitely) after the 

sixth plenum ended last Thu (11 Nov). That had coincided with 

the CNY rising to a record high against its CFETS-weighted 

basket that day and still hovering thereabouts. This is in spite 

of the sell-off seen in China’s offshore bond market, triggered 

by a few defaults. Past credit risk events tend to be followed 

by some depreciation in the CNY. However, that does not 

seem to be the case so far this year (as with Huarong, 

Evergrande, recent signs of contagion in China’s offshore bond 

market).  

 In the face of the market stresses, authorities seemed to have 

maintained rather targeted support ranging from easing of 

mortgage restrictions, incentivizing banks to financing of 

green projects. Yesterday (15 Nov), PBoC offered 1Y MLF of 

CNY1tn, matching the amount due for maturity this month 

and is another sign that the RRR cut is not likely within the 

quarter. We stick to our view that broader easing could come 

in 1Q. In the interim, the currency could remain well 

buttressed by strong current account surplus, carry advantage 

and some hopes for warmer US-China ties. 

 Technical Analysis: For USDCNH, some downside risks that 

could see a break-out of the 6.3730-6.4080 range. Next 

support at 6.35. For EURCNH, 7.28-figure is a strong support 

before 7.2280. MYRCNH has some support at around 1.5230, 

although it retains bearish bias. SGDCNH displays bullish 

divergence. 4.7180 is a support while 4.73 is a resistance. 

What We Watch (15 Nov – 29 Nov): 

Date Data Month 

15 Nov 
Retail sales, Industrial Production, Fixed 
Assets Ex Rural, Property Investment  

Oct 

15 Nov Xi-Biden Summit -- 

18 Nov SWIFT Global Payment  Oct 

19 Nov FX Net Settlement on behalf of Clients Oct 

22 Nov 1Y, 5Y LPR Nov 

27 Nov Industrial Profits  Oct 
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RMB at Record High Against Trade-Weighted Basket 
 
It would be naïve to pin the RMB’s outperformance only to the Sixth Plenum.  
 
We do want to note that over the past fortnight, the RMB should have seen 
more weakness given the sell-off seen in offshore bond market. Past credit 
risk events tend to be followed by some depreciation in the CNY.  
 
A Rise in China 5Y CDS in the Past Would Also See a Rise in USDCNY  

Source: Bloomberg, Maybank FX Research & Strategy 
 
However, that does not seem to be the case so far this year (as with Huarong, 
Evergrande, recent contagion in the USD corporate credit market). Just a 

Where Has RMB Been?  
 
USDCNH had been sticky around the 6.40-figure for much of the past week 
before dropping towards the 6.37-figure more recently, weighed by a 
combination of factors including the upcoming Xi-Biden Summit, talks of 
more support for the real estate sector as well as bets that the regulatory 
clampdown could be nearing the end. 
  
The future of China’s political leadership somewhat clarified with President 
Xi at the top (possibly indefinitely) after the sixth plenum ended last Thu 
(11 Nov). That had coincided with the CNY rising to a record high against its 
CFETS-weighted basket. The currency’s outperformance offered a strong 
backdrop as President Xi was elevated to a stature seen equivalent to past 
historic leaders Mao Zedong and Deng Xiaoping. President Xi delivered the 
first doctrine on Communist Party history, approved by senior officials. The 
doctrine covered the achievements and historical experience of the CPC for 
the past 100 years. Such a doctrine has only been written by Mao Zedong 
and Deng Xiaoping.  
 
The Communique released after the plenum described Xi Jinping Thought 
on Socialism with Chinese Characteristics for a New Era as the Marxism of 
contemporary China and of the 21st Century. President Xi’s core position in 
the Party is needed to advance the cause of the Party and the country in 
the new era. The Communique also mentioned that the party has grown 
stronger under Xi Jinping’s leadership and that people’s lives have improved 
in all aspects. The language of the communique and the doctrine itself point 
to Xi Jinping’s leadership continuity with a third term likely secured at the 
20th Party Congress in 2H of 2022 and maybe more.  
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recap for our readers, the USD bond market started to come under pressure 
after a few property developers failed to pay selected obligations – Fantasia 
failed to repay a $205.7mn bond due 4 Oct, China Properties Group Ltd 
defaulted on a $225.6mn note maturing 15 Oct, Sinic Holdings Group Co. failed 
to pay P+I (principal and interest) of its $244mnnote due 18 Oct and Modern 
Land China Co. with failure to P+I on a $250mn bond due 25 Oct. Kaisa Group 
Holdings halted trading in Hong Kong on 5 Nov after news broke that wealth 
management products related to the developer was not repaid. On 10 Nov, 
the authorities flagged some support last week including loosening controls for 
domestic real estate companies to issue local-currency bonds to aid their 
financing. 
 
Expectations for PBoC to cut RRR Re-emerge  
 
Given the pressure on property developers that showed signs of contagion in 
the broader capital markets, there were renewed expectations for RRR cut. 
This is significant for CNY as past episodes of broad monetary policy easing 
such as RRR cuts typically weaken the currency.  
 
We looked at a few factors to ascertain the plausibility of a near-term RRR cut.  
Credit growth for Oct. was strong enough to signal some stability. China added 
CNY1.59trn of aggregate financing (a 14.2%y/y growth, 10%y/y for stock) 
underpinned by yuan loans, government bonds and net corporate bond 
financing. Money supply M2 growth accelerated to 8.7%y/y from previous 8.3%. 
Right after the release of the credit data, PBoC issued an unusual statement 
on 10 Nov, highlighting that mortgages actually stabilized at CNY37.7trn in Oct 
vs. CNY37.4trn. That could suggest that demand for real estate is broadly 
intact. In the past, this real estate housing mortgage data is a quarterly-
released data and the next print was originally due for Dec. So a release for 
Oct is abnormal and likely meant to calm investors. Also released, the housing 
mortgage issued to individuals rose CNY348bn in Oct vs. CNY246.8bn in Sep. 
There were also several domestic press reports of restrictions on mortgage 
such as mortgage quota that are being eased. That said, a major reversal in 
property restrictions is not likely.  
 
Incentives for Green Financing Offered. In the midst of COP26 last week, 
China may have seemed like a disappointment for the UN COP26 summit given 
its last-minute intervention with India to water-down their commitment to 
end coal power and fossil fuel subsidies via a change of wording from “phase 
out” to “phase down”. We recall that there has been a comprehensive plan 
for China to move towards a “green development” revealed before the COP26 
event. In line with Xi’s commitment, PBoC will also provide lower-cost funding 
for FIs to lend to firms that help China transit to cleaner energy consumption. 
More specifically, PBoC will lend 60% of the needed funds at the interest rate 
of 1.75% for FIs to provide loans at a higher rate around the level of the LPRs. 
Firms in clean energy, energy-saving, environmentally friendly sectors, carbon 
emission reduction technology will enjoy the cheaper credits. This could 
incentivize banks to finance green/sustainable companies given that public 
disclosure of the use of the funds and quantification of the emissions reduced 
are required. 
 
Developments in the past weeks suggest the government continues to fine-
tune support in a targeted manner (restrictions for mortgage easing, 
incentives for green financing amongst others) and that may suggest a 
lower likelihood of a RRR cut within the next few weeks. In addition, PBoC 
offered CNY1trn for medium-term lending facility yesterday, matching 
maturity for the month. A full roll-over is another sign that a RRR cut would 
happen in the near-tern. 
 
Inflation pressures. Oct PPI came in at 13.5%y/y, highest since 1995 and CPI 
also ticked higher to 1.5%y/y. The acceleration in producer prices were rather 
broad-based with price pressure seen in goods from the mining, raw materials 
and manufacturing sector. CPI on the other hand, quickened to 1.5%y/y from 
previous 0.7%, driven by rising prices of vegetables that were affected by 
weather conditions. As prices of coal and natural gases continue to decline 
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further from their peaks, it is likely that producer price index would eventually 
also ease from its Oct high. 
 
The Fall in Thermal Coal Prices May Ease PPI From Its 1995-Highs 

 
Source: NBS, ZCE, Maybank FX Research & Strategy 

 
Oct Activity Data Suggests Some Stabilization  
 
In addition, we just had a set of decent activity data for Oct yesterday. Retail 
sales accelerated to 4.9%y/y from previous 4.4%. Industrial production rose 
unexpectedly to 3.5%y/y in Oct from previous 3.1%. Ex-rural FAI slowed a tad 
more than expected to 6.1%y/y (Jan-Oct) from previous 7.3% (Jan-Sep). 
Broadly, domestic demand seems to have stabilized with household 
consumption showing stronger recovery. Average retail sales growth rate over 
the past two-years (to strip away base effects) actually accelerated to 4.6% 
from previous 3.8% for Sep. There are some signs that this trend could hold in 
spite of frequent Covid-triggered lockdowns.  China UnionPay reported 27bn 
transaction for China’s 11-day Singles Day online shopping event, up 18% from 
a year earlier.  
 
Growth may recover further but we see room for a further boost by monetary 
policy into 1Q such as a RRR cut. It is highly unlikely that structural restrictions 
on property developers (namely the three red lines) are to be eased or 
removed.  
 
In the interim, CNY remains very well buttressed by its strong current account 
surplus, concomitantly flush of USD liquidity onshore from its robust balance 
of payments, some carry advantage of the currency as well as expectations for 
the US-China trade relations to improve. We have the Xi-Biden Virtual Summit 
happening on Tue morning (Beijing Time). While tariff cuts are not expected 
from them, any signs of warmer ties and consulates reopening could boost the 
CNY.  
 
Strong Trade Surplus Continues to Lift CNY 
 

  
Source: PBoC, Bloomberg  
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USDCNH (Weekly) – Downside Risks 

 

 

USDCNH was last at 6.3760 

and there is some risks to 

the downside for this pair. 

Stochastics entered 

oversold condition. While 

this typically flags a 

potential bullish 

retracement, price action 

has been rather bearish 

with rallies met with strong 

selling pressure.  

Tentative range trades 

within 6.3700.4080. Next 

support at 6.35. Resistance 

at 6.4400 before 6.4600.  

EURCNH (Monthly) – Bearish Bias  

 

 

EURCNH dropped 

substantially in the past 

two weeks. Apart from 

strong CNH, the cross was 

dragged further by the 

dovish ECB and a 

resurgence of covid waves 

in Europe, last seen around 

7.3110. Next support is 

seen around 7.28. 

Momentum is increasingly 

bearish on the daily, 

weekly and monthly chart. 

Next support is seen 

around 7.2290 (61.8% fibo 

retracement of the 2015-

2020 uptrend. Resistance 

at 7.40 before 21-dma at 

7.56-58 (21-dma) 

Legend: Orange Line = 21-sma; Blue dash = 50-sma, red solid = 100-sma, green dash = 200-sma 
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MYRCNH (Daily) – Bearish Bias 

 

 

MYRCNH was last seen 

around 1.5340, pressed 

lower by the sheer strength 

of the CNH. Lately, crude 

oil has displayed some 

hesitance in rising further 

amid fear of inflation and 

Fed tightening faster. MYR 

has also thus been erasing 

some of its previous gains, 

resulting in this cross a tad 

lower.  

The inverted head and 

shoulders pattern is not yet 

violated but bias remains 

to the downside. Support 

at 1.5290 before 1.5230. 

Resistance at 1.5395 (21-

dma) before 1.5480. 

Monthly chart show signs of 

bottoming though. 

 

SGDCNH (Daily) – Bullish Divergence 

  

 

SGDCNH made another 

precipitous slide to levels 

around 4.7180 as we write. 

With that, the double 

bottom has been violated. 

This pair now tests the 

4.7180-support as we 

write, marked by the Feb, 

May-2018 low.  

MACD forest formed a 

bullish divergence vs. the 

price action that could 

precede a rebound. In 

addition, a falling wedge 

has formed. So even as a 

double bottom has been 

violated, SGDCNH is still 

vulnerable to some bullish 

retracement. Resistance at 

4.7300 before the 21-dma 

at 4.7430. Next support is 

seen at 4.7040 (23-Jan 

2014 low).  

Legend: Orange Line = 21-sma; Blue dash = 50-sma, red solid = 100-sma, green dash = 200-sma 
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This report is for information purposes only and under no circumstances is it to be considered or intended as an offer to sell or a solicitation of an offer to 
buy the securities or financial instruments referred to herein, or an offer or solicitation to any person to enter into any transaction or adopt any investment 
strategy. Investors should note that income from such securities or financial instruments, if any, may fluctuate and that each security’s or financial 
instrument’s price or value may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a 
guide to future performance. This report is not intended to provide personal investment advice and does not take into account the specific investment 
objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek financial, legal 
and other advice regarding the appropriateness of investing in any securities and/or financial instruments or the investment strategies discussed or 
recommended in this report.  

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by 
Malayan Banking Berhad and/or its affiliates and related corporations (collectively, “Maybank”) and consequently no representation is made as to the 
accuracy or completeness of this report by Maybank and it should not be relied upon as such. Accordingly, no liability can be accepted for any direct, 
indirect or consequential losses or damages that may arise from the use or reliance of this report. Maybank and its officers, directors, associates, 
connected parties and/or employees may from time to time have positions or be materially interested in the securities and/or financial instruments referred 
to herein and may further act as market maker or have assumed an underwriting commitment or deal with such securities and/or financial instruments 
and may also perform or seek to perform investment banking, advisory and other services for or relating to those companies whose securities are 
mentioned in this report. Any information or opinions or recommendations contained herein are subject to change at any time, without prior notice.  

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, 
“intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or 
be achieved and other similar expressions. Such forward looking statements are based on assumptions made and information currently available to us 
and are subject to certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward looking 
statements. Readers are cautioned not to place undue relevance on these forward looking statements. Maybank expressly disclaims any obligation to 
update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the 
occurrence of unanticipated events.  

This report is prepared for the use of Maybank’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other 
party in whole or in part in any form or manner without the prior express written consent of Maybank. Maybank accepts no liability whatsoever for the 
actions of third parties in this respect. This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident 
of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES 
 

DISCLAIMERS 
This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation 
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions 
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ fr om fundamental ratings as technical valuations apply different 
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns 
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does not 
take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek financial, 
legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or  recommended in this report. 

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its 
subsidiary and affiliates (collectively, “MKE”) and consequently no representation is made as to the accuracy or completeness of this report by MKE and it  should not be relied upon as such. 
Accordingly, MKE and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct, indirect or consequential losses 
or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at any time, without prior notice. 

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”, 
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such 
forward looking statements are based on assumptions made and information currently available to us and are subject to certain  risks and uncertainties that could cause the actual results to 
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. MKE expressly disclaims 
any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence of 
unanticipated events. 

MKE and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may,  to the extent permitted by law, from time to time participate or 
invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solic it business from such issuers, and/or have a position or holding, or 
other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.  In addition, it may make markets in the securities mentioned in 
the material presented in this report. One or more directors, officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report to the extent 
permitted by law.  

This report is prepared for the use of MKE’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other  party in whole or in part in any form or 
manner without the prior express written consent of MKE and MKE and its Representatives accepts no liability whatsoever for t he actions of third parties in this respect. 

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where 
such distribution, publication, availability or use would be contrary to law or regulation. This report  is for distribution only under such circumstances as may be permitted by applicable law. 
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional 
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this repor t. 

Malaysia 
Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations 
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis. 

Singapore 
This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank KERPL”) in Singapore has no 
obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact Maybank KERPL in Singapore in respect of any matters arising 
from, or in connection with, this report. If the recipient of this report is not an accredited investor, expert investor or i nstitutional investor (as defined under Section 4A of the Singapore 
Securities and Futures Act), Maybank KERPL shall be legally liable for the contents of this report, with such liability being  limited to the extent (if any) as permitted by law. 

Thailand 
Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior writ ten permission of Maybank Kim Eng Securities (Thailand) 
Public Company Limited. Maybank Kim Eng Securities (Thailand) Public Company Limited (“MBKET”) accepts no liability whatsoever for the actions of third parties in this respect.  

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MBKET Institutional and Retail Research departments may differ in 
either recommendation or target price, or both.  MBKET reserves the rights to disseminate MBKET Retail Research reports to institutional investors who have requested to receive it. If you are 
an authorised recipient, you hereby tacitly acknowledge that the research reports from MBKET Retail Research are first produced in Thai and there is a time lag in the release of the translated 
English version.   

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and 
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the 
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party.  It is not an evaluation of operation and is not based on inside 
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MBKET does 
not confirm nor certify the accuracy of such survey result. 

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is  made in order to comply with the 
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information 
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2), 
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective o f Thaipat Institute that is a third party. It is not an assessment 
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be  changed after that 
date or when there is any change to the relevant information. Nevertheless, MBKET does not confirm, verify, or  certify the accuracy and completeness of the assessment result. 

US 
This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended) 
only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All 
responsibility for the distribution of this report by Maybank KESUSA in the US shall be borne by Maybank KESUSA. This report is not directed at you if MKE is prohibited or restricted by any 
legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that Maybank KESUSA is permitted to provide research material 
concerning investments to you under relevant legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned 
within must do so with: Maybank Kim Eng Securities USA Inc. 400 Park Avenue, 11th Floor,  New York, New York 10022, 1-(212) 688-8886 and not with, the issuer of this report. 
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