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Fade the USDCNY Upmove but
stay cautious against other
RMB Crosses

Mild Upside Risks to the USDCNY Remain
Key Points:
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The harsh remarks exchanged publicly at the Anchorage,
Alaska US-Sino meeting might have caused some concerns.
However, we note that the Chinese delegates were rather
open to acknowledge the “constructive” nature of the two-
day meeting and this bodes well for US-China relations.
Given the low bar set by both sides, we remain cautiously
optimistic and exchanges did not suggest greater risks of
escalation in tensions. What we watch on this front is any
news that US President Biden will boycott the Winter
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Olympics in 2022 (negative), any news of Xi-Biden virtual
climate Summit in Apr, further possibility that the
temporary halt to the ban on Xiaomi could turn into a full
reversal and any other reversals to measures that were put
in place by the Trump administration.
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Meanwhile, the US treasury yields continue to remain on
the upmove. While one can argue that CH-US vyield
differentials have provided that boost to the USDCNY and
USDCNH, the turn in the USDCNY (higher) coincided with
the peak of the domestic bourses. However, to that end,
PBoC Yi Gang might have provided assurance that there
remains ample room for liquidity injections without raising
leverage ratio. Some stability in equities could also
translate to some stability in the RMB. Meanwhile, that
may not be able to eradicate upside risks to the USDCNY
completely should the rout in the US treasury continues. In
addition, we see potential for China’s lead in economic
recovery to be eroded by the catch-up in growth other EM
and DM economies that could provide some support on
USDCNY dips and potentially weaken the RMB TWI.

Technical Analysis: USDCNH could see further upside
towards 6.5890. EURCNH, SGDCNH and MYRCNH continue
to trade with downside bias. We see bullish divergence in
thee EURCNH and MYRCNH, in line with our view that the
RMB TWI could inevitably make a turn lower.

What We Watch (22 Mar - 5 Apr):

Date Data Month
22-23 Mar | Sino-Russia Meeting in Beijing N/A
27 Mar Industrial Profits Feb
31 Mar NBS Official PMI Mar
1, 6 Apr Caixin PMI Mar
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Where Has RMB Been?
USDCNH has been consolidating within the 6.45-6.57 range for most part
of the past two weeks. The NPC and CPPCC were uninspiring for the
currency but we note that the CNH and CNY have softened in tandem
with equities at home.

We had cautioned in the last issue of RMB Watch that market jitters are
likely to hurt other currencies more than the RMB. The past fortnight had
been dominated by concerns surrounding the US treasury yield moves and
then focus was shifted towards the Anchorage US-Sino meeting towards
the end of last week which did little to inspire directional cue for the
USDCNY.

Terse US-Sino Relations Right At the Start But Escalation Not Seen

To be sure, the US-Sino meeting kick started with terse exchanges - the
US Secretary of State Blinken accused China of actions which “threaten
rules-based order” and reiterated a list of sins committed by China on
human rights in its treatment of the Uighurs, geopolitical interference in
South China Sea, Taiwan and Hong Kong issues. Thereafter, Chinese high-
level officials Yang Jiechi pushed back with a public comment that the “US
used its military force and financial hegemony to carry out long-arm
jurisdiction and suppress other countries”. The sharp rebukes at the start
of the meeting dampened risk appetite in Asia last Fri, underscoring wide
and probably irreconcilable difference in topics such as mistreatment of
Ugyurs as well as Hong Kong, Taiwan issues that US deemed as violation of
human rights/democracy while China perceived them as domestic affairs.
It is possible that harsh rhetoric are meant for their respective audience
at home. Biden’s administration is under pressure to show that the US has
not softened its stance towards China relative to the previous
administration. Ahead of the Anchorage meeting, there were calls for
Biden to boycott the Winter Olympics 2022 in Beijing but the lack of
decision suggests that the US wants to leave some room for more
constructive dialogues.

On the other hand, China’s Yang described the dialogues as “candid,
constructive and beneficial” even as there are “still differences”.
According to the statement released by the Chinese delegation, both
nations agreed to maintain dialogue, roll out cooperation and avoid
misjudgment and confrontation and they “both expect this kind of high-
level strategic communication to continue”. While there is nothing from
the US that confirms this, this suggests that there could have been progress
given the fact that the US Secretary of State Blinken had told Congress
(before the meeting) that “it is not a strategic dialogue” as there is “no
intent at this point for a series of follow-on engagements”. As such, the
likelihood of escalation in the US-China tension is dialed lower.
Correspondingly, we see less upside risk to the USDCNH from this
channel even as harsh remarks are still expected to be exchanged from
time to time. There is likely to be continuous effort to gather support
from strategic allies/partners.

What we watch on this front is any news that US President Biden will
boycott the Winter Olympics in 2022 (negative), any news of Xi-Biden
virtual climate Summit in Apr (as early as 22 Apr at the US-hosted
“Global Leaders Climate Summit”), further possibility that the
temporary halt to the ban on Xiaomi could turn into a full reversal
(positive) and any other reversals to measures that were put in place
by the Trump administration (positive).
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The Treasury Rout Affected RMB Somewhat; Stability in Local Equity
Markets Can Help

While one can argue that USDCNH was lifted by the narrowing of the CH-
US differential amid the sell-off of US treasury, it is also no secret that the
turn in the USDCNY also coincided with the peak of the domestic equity
markets that started to fall right after the Lunar New Year break. The
stability in the local debt market was simply not reflected in equity
markets that are spooked by talks of a shift in focus to risk managing (or
deleveraging) from growth, not helped the least by talks of “asset
bubbles”. Time-to-time in the past few weeks, the “national team”
stepped in to support the local bourses but that did not stop the CSI 300
from dropping around 14% from Feb high. Shanghai Composite was down
almost 10% from its Feb peak to recent low. Over the weekend, PBoC
Governor Yi Gang had spoken at the China Development Forum, assuring
that the country can keep the leverage ratio stable whilst providing
support to the economy by further liquidity injection. That seems to have
soothed market sentiments and to some extent, RMB sentiments as well.

RMB Softens In Tandem with Equities, Could Stabilize
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That on its own is unlikely to eradicate upside pressure in the USDCNH.
There could still be some upmove in the USDCNH, driven by US treasury
yield moves and domestic growth concerns along with the adjustment to
the convergence of US economic strength towards China’s momentum. We
are however, into the end of the month where there are fewer data cues
and global sentiments could continue to lead the USDCNH. We especially
eye Powell and Yellen’s joint appearance before the US House Financial
Services committee and then also before the Senate banking panel on Thu.
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Into Apr, we see potential for China’s lead in economic recovery to
gradually get eroded by the catch-up in other DMs and EMs. Countries such
as the US and Australia expect their economy to make full recovery to pre-
COVID levels by mid-2021 and still-accommodative monetary settings
could continue to spur recovery thereafter. Private consumption in
mainland China seems to show signs of faltering after taking into account
base effects for Jan-Feb and in contrast, consumer confidence could
rebound elsewhere as the virus situation continues to improve in the US,
UK, EU and other parts of the world, particularly if consumers just
received a long-awaited COVID-19 cheque. To be clear, we have not
turned bearish on the CNY. The countercyclical nature of the USD is
likely to be played out against most currencies, including the RMB.
However, the run-up in the UST yields and the gradual erosion of
China’s lead could mean sporadic supports and even, intermittent
disruptions to the USDCNY’s decline for months ahead. We are a tad
more bearish on the RMB vs. other non-USD currencies but those
weakness would take time to pan out as major economies like the EU
continues to struggle with virus containment and mass vaccination.
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USDCNH (Weekly)- Bullish Progress is Slow
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MYRCNH (Weekly) - Bearish Bias
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DISCLAIMER

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 from 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.
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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 circumstan ces 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 solicit 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 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. 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 report.

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 institutional 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 written 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 (“I0D”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the 10D 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 of 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.
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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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UK

This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL") which is authorized and regulated, by the Financial Conduct Authority and is for Informational
Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third
party link is for the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk.
Nothing in this report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.
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