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RMB Watch
Watching The Underpinnings

Can China’s Current Account Stay as Strong for 2022? Analysts

Key Points: Saktiandi Supaat

Recent USDCNH swings suggest that Omicron-triggered risk-
off could still weaken the CNH against the safe-haven USD.
However, it remained stable relative to other EM and DM peers
as it had done before in periods of global infections
resurgence due to its resolute Covid-19 management. That
resulted in further trade-weighted appreciation. That said,
we note that USDCNH has rebounded above the USDCNY
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e The currency had been well underpinned by its strong
current account for much of the pandemic but there are
potential for shifts in 2022. We look for broadening growth
recovery (in the optimistic scenario that Omicron-variant is
infectious but mild) to sustain demand for Chinese exports
into next year. However, there are possibilities that net
exports could start to narrow should imports improve on
easing supply-side bottlenecks, better domestic demand.
China’s services deficit has been crimped by its largely shut
international borders. Even as local researchers from Peking
University warned of a “colossal outbreak” should “China
open up” now, we cannot rule out the emergence of
effective covid treatments. More successful endemic
approaches by other countries further along 2022 could
also increase the pressure on China to do the same.

e Technical Analysis: For USDCNH, the 6.3730-6.4080 range
could remain intact. Next support at 6.35. EURCNH remains a
falling knife and next support at 7.0625. SGDCNH and MYRCNH
are bearish bias but spot bullish divergence which typically
precede some bullish reversal.

What We Watch (29 Nov - 10 Dec):

Date Data Month
30 Nov Official Non-mfg PMI, Mfg PMI Nov
1 Dec Caixin Mfg PMI Nov
3 Dec Caixin Services, Composite PMI Nov
7 Dec Trade Data Nov
9 Dec CPI, PPI Nov
9-15 Dec Agg. Fninancing, Money Supply, New Yuan Nov
Loans
10-18 Dec @ FDI Nov
13-16 Dec = 1Y MLF Dec 15
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Where Has RMB Been?

USDCNH remained stuck within the 6.37—6.40 range for much of the past
several weeks, showing little sign of a breakout.

RMB Trudges Higher alongside the DXY index
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While USDCNY and USDCNH remained in well-established ranges of late, the
CNY TWI has continued to trudge higher on the back of the usual underpinnings
that we have seen in the past few months including strong current account,
carry advantage as well as expectations for reciprocal tariff removal with the
US. But more recently, USDCNH-USDCNY spread has turned positive, signaling
a mild moderation in RMB appreciation expectations vs. the USD.

Appreciation Pressure Might Have Weaken of Late
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Covid-19 Concerns At Home and Beyond
Omicron-Fears Turned the Tide in the Favour of Safe Havens last Fri
% Change of Currencies Against the USD (26 Nov 2021)
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Against the USD, CNY and CNH weakened as sentiment soured. However, the
offshore and onshore yuan once again displayed resilience as it did in the
past when global infections start to rise and they retained their
outperformance against regional peers because of its resolute COVID-19
management. Bias remains to the upside for the RMB in the near-term.

Even though we are almost two-years into the pandemic, it is clear that we
are still not completely out of the woods and as such, plenty of the drivers
underpinning CNY and CNH insofar have not dissipated and one significant
support came from China’s current account due to a combination of a sharp
increase in goods surplus as well as a decrease in net tourist outflows that
narrowed the services deficit. The shift happened around 1Q 2020 when the
pandemic was announced officially.

Reduced Tourism Outflow and Strong Goods Surplus Widened the Current

Quarterly Breakdown of China's Current Account Between 1Q 2019-3Q2021
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Looking at the 4-quarterly rolling average, goods trade surplus for 3Q 2021 is
around $43.8bn higher compared to pre-Covid 4Q 2019 while that of the
services trade deficit narrowed by $37.7bn over the same period. Both
contributed to the strong current account surplus and by extension, CNY
strength. Exports of goods could continue to remain underpinned by
broadening recovery (in the optimistic scenario that Omicron cases out to be
an infectious but mild). However, net exports may narrow on potential
improvements in imports as freight costs, energy commodity prices and various
supply chain disruptions ease.

We also keep an eye on the services trade deficit which could widen back
towards pre-Covid levels. A large part of the services trade deficit in pre-Covid
era was due to the tourist outflows but net tourism services for 3Q 2021 is
around CNY30bn narrower vs. 4Q2019 on a 4-quarterly rolling basis as China
kept its international borders largely closed and travel visas are only granted
for specific reasons - humanitarian, family reunion, fast lane agreement with
Singapore (similar for South Korea) for business travelers. Under the
Return2HK scheme, China allows eligible Hong Kong residents to travel back
to Hong Kong subject to daily quotas.

Taking ASEAN nations as an example, the level of Chinese tourist arrivals into
regional countries had fallen drastically over the years. We think this leaves
room for CNY to weaken should China ease restrictions but that may still take
time to play out given its current Covid-zero strategy.

Chinese Tourist Flows Have Diminished in the Region

Chinese Tourism Flows Into ASEAN Have Diminished Significantly
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The Chinese Centre for Disease Control and Prevention published a study on
24 Nov that showed a projection of a “colossal outbreak” by researchers at
the Peking University should China shift towards an “American-style” approach
with fewer restrictions and estimate that daily infections could surge up to
637,155. This was deemed as a “clear warning” that the country is not ready
to “open up” given a potential for a devastating impact on its healthcare
system. Researchers noted that many countries were affected when they
reopen their economies and China needs a combination of high vaccination
rate and effective Covid treatments for restrictions to ease. As of 19 Nov,
75% of the Chinese population is fully vaccinated according to Our World in
Data.

While the research note suggests that easing restrictions may not be a story
for China in the near-term, it also list out the criteria for it to open up. We
cannot rule out the possibility of effective COVID-19 treatments that could
emerge in 2022. China may find itself under pressure to loosen its strict
restrictions then, especially if more countries are able to find success in being
endemic with COVID-19. At that point, China’s services deficit may see some
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widening, removing some support for the CNY.

Meanwhile within its financial accounts, China had been experiencing net
portfolio inflows even as Covid struck, fueled by its carry advantage. Despite
its resilience, RMB could still be undermined by monetary policy divergence
vs. a tightening Fed into 2022 but it could take a dramatic narrowing of US-CH
yield differential to lift the USDCNY. With domestic demand still unable to
find a strong foothold, the case for more monetary and fiscal support remain
compelling. That said, broad easing measures such as RRR cuts could be used
with less frequency compared to previous easing cycle - we see possibly 1 in
1Q While that could pose upside risks to the USDCNH and USDCNY, a mix of
monetary accommodation, targeted credit support and fiscal stimulus could
reduce impact on the currency pair.
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USDCNH (Weekly) - Range-bound

USDCNH was last at 6.3840,
well within the 6.37-6.41
range. Price action shows
little sign of a break-out on
either side.

Momentum on the daily
chart is mildly bullish with

- stochastics rising.
N However, on the weekly

pETIREY )
T Sy, G. chart, the momentum
: indicators are less
directional. Stochastics

even show tentative signs
of turning from oversold
conditions.

Range trades within

-0.10 6.3700.4080 can continue.
%o Next support at 6.35.
21.2898 Resistance at 6.4400

before 6.4600.

EURCNH (Monthly) - Stretched, But Still a Falling Knife

EURCNH slipped to a low of
7.1555 before making a

8.5000 sharp rebound last Fri on
Q{53255 the back of the intense risk
aversion that partially
unwound short EUR
positioning, last at 7.2060.

Momentum is still rather
bearish and this cross
remains a falling knife.
Next support seen at
7.0625 before 6.97.

Resistance at 7.2290
before 7.3040 and then at
7.4385.

2012 | 2013 | 2014 @ 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023

Legend: Orange Line = 21-sma; Blue dash = 50-sma, red solid = 100-sma, green dash = 200-sma
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MYRCNH (Weekly) - Stretched, Bearish
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MYRCNH dropped on a
combination of MYR
weakness as oil prices fell
and strong CNH, last at
1.5066. Momentum
remains very bearish on
the daily chart with
stochastics exceedingly
stretched. Hence, while
bias is still to the
downside, we cannot rule
out a rebound.

Weekly chart is also
bearish but price action
since 2020 high seem to
have formed a falling
wedge. Accompanying that
is a bullish divergence too.
Support is seen 1.4870.
Resistance at 1.5290.

SGDCNH slipped to levels
around 4.6610 as we write.
The steep drop in the past
few weeks have violated
the falling wedge and this
cross could be forming a
falling trend channel
instead.

That said, bullish
divergence remains intact
and there could be a brief
retracement.

Resistance is seen around
4.7250 (61.8% fibo
retracement of the 2015-
2019 rise). Support at
4.6130.
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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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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.
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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.
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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.
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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 Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MBST") 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 MBST Institutional and Retail Research departments may differ in
either recommendation or target price, or both. MBST reserves the rights to disseminate MBST 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 MBST 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 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. MBST 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
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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.

DISCLOSURES

Legal Entities Disclosures

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of
Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by Maybank KERPL (Co. Reg No 198700034E) which is
regulated by the Monetary Authority of Singapore. Indonesia: PT Maybank Kim Eng Securities (“PTMKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is
regulated by the Financial Services Authority (Indonesia). Thailand: MBST (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance
and the Securities and Exchange Commission. Philippines: Maybank ATRKES (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and
Exchange Commission. Vietnam: Maybank Kim Eng Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: KESHK
(Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: Kim Eng Securities India Private Limited (“KESI”) is a participant of the National Stock Exchange of
India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). KES! is also registered with SEBI as Category 1
Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057) US: Maybank KESUSA is a member of/ and is authorized and regulated by the FINRA - Broker ID
27861. UK: Maybank KESL (Reg No 2377538) is authorized and regulated by the Financial Conduct Authority.

Disclosure of Interest

Malaysia: MKE and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or may have
assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating to those
companies.

Singapore: As of 30 November 2021, Maybank KERPL and the covering analyst do not have any interest in any companies recommended in this research report.

Thailand: MBST may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors
should exercise their own judgment before making any investment decisions. MBST, its associates, directors, connected parties and/or employees may from time to time have interests
and/or underwriting commitments in the securities mentioned in this report.

Hong Kong: As of 30 November 2021, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.

India: As of 30 November 2021, and at the end of the month immediately preceding the date of publication of the research report, KESI, authoring analyst or their associate / relative does
not hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research
report.

In the past twelve months KESI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the
research report on any account what so ever except as otherwise disclosed in the research report.

MKE may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the
entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned or a
related investment and may receive compensation for the services provided from the companies covered in this report.

OTHERS

Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and no part of the research analyst’s
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

Reminder

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming
the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest
and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product
should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase.

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of MKE.

Nov 30, 2021 10



FX Research

Published by:

Foreign Exchange
Singapore
Saktiandi Supaat
Head, FX Research
saktiandi@maybank.com.sg
(+65) 6320 1379

Christopher Wong
Senior FX Strategist
Wongkl@maybank.com.sg
(+65) 6320 1347

Fiona Lim
Senior FX Strategist
Fionalim@maybank.com.sg
(+65) 6320 1374

Yanxi Tan
FX Strategist

tanyx@maybank.com.sg
(+65) 6320 1378

Fixed Income
Malaysia
Winson Phoon Wai Kien
Fixed Income Analyst

winsonphoon@maybank-ke.com.sg

(+65) 6340 1079

Se Tho Mun Yi
Fixed Income Analyst
munyi.st@maybank-ib.com
(+60) 3 2074 7606

Nov 30, 2021

Maybank

Malayan Banking Berhad
(Incorporated In Malaysia)

Indonesia
Juniman
Chief Economist, Indonesia
juniman@maybank.co.id
(+62) 21 2922 8888 ext 29682

Myrdal Gunarto
Industry Analyst
MGunarto@maybank.co.id
(+62) 21 2922 8888 ext 29695

Maybank

Sales
Malaysia
Azman Amiruddin Shah bin Mohamad Shah
Head, Sales-Malaysia, GB-Global Markets
azman.shah@maybank.com
(+60) 03-2173 4188

Singapore
Janice Loh Ai Lin

Head of Sales, Singapore
jloh@maybank.com.sg
(+65) 6536 1336

Indonesia
Endang Yulianti Rahayu

Head of Sales, Indonesia

EYRahayu@maybank.co.id
(+62) 21 29936318 or
(+62) 2922 8888 ext 29611

Shanghai
Joyce Ha

Treasury Sales Manager
Joyce.ha@maybank.com
(+86) 21 28932588

Hong Kong
Joanne Lam Sum Sum

Head of Corporate Sales Hong Kong
Joanne.lam@maybank.com
(852) 3518 8790



	ExDisclaimer
	FrontPage
	ToBeSaved06
	Title
	Rating
	ToBeSaved02
	ToBeSaved03
	AnalystTitle
	Analysts
	DisclaimerPage
	DISC3__Disclosures

