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The CNY continues to give up its strength in the face of
rising UST yields as well as the equity underperformance
at home. While the FTSE Russell’s decision to include China
in the World Government Bond Index was made last Sep,
the choice to phase in CGBs over a 36 period was a
disappointment to investors looking for a stronger traction
in debt-inflow.

SAFE increased its QDIlI (Qualified Domestic Institutional
Investors) quota for Mar, seemingly encouraging outflow.
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We still see China as being more opportunistic in terms of
picking the right environment to liberalize its capital
account, pushing on with its RMB internationalization
endeavours. Recent measures also brought some success in
halting the appreciation pressure on its currency in 1Q. In
the past quarter of 2021, the sharp decline in domestic
equities, emphasis on RMB internationalization and
deleveraging felt all too familiar and brought back
memories of the rout in the RMB in 2014-2016. While RMB
has also shown some weakness this year, we do not think
history will repeat in its entirety.

Technical Analysis: USDCNH has arrived at 6.5890. Bullish
momentum intact but rising wedge should warrant caution
for eager bulls. Downtrend remains intact for EURCNH and
MYRCNH but SGDCNH show signs of breaking out higher.

What We Watch (5 Apr-19 Apr):

Date Data Month
6 Apr Caixin PMI Services, Composite Mar
7 Apr Foreign Reserves Mar
9 Apr CPI, PPI Mar
4-15 Apr éﬁﬁﬁ?ate Financing, New Yuan Loans, Money Mar
13 Apr Trade Mar
13-16 Apr = MLF (1, 5Y) Apr
16 Apr GDP, IP, FAI ex rural, retail sales Mar

THIS REPORT HAS BEEN PREPARED BY MAYBANK
SEE PAGE 8 FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS
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Where Has RMB Been?

USDCNH has risen towards the 6.58-figure, in line with what we had
warned about 2-weeks ago. A combination of higher UST yields, weak
equity performance, FTSE Russell’s decision to phase in CGBs over a
longer-than-expected 36 months for its WGBI along with the downside
surprise in the Caixin PMI-mfg for Mar.

Fade the USDCNY Rally

The CNY continues to give up its strength in the face of rising UST yields
that result in the erosion of its carry (vs. the USD), the equity
underperformance at home. While the FTSE Russell’s decision to include
China in the World Government Bond Index was made last Sep, the choice
to phase in CGBs over a 36 period (from 29 Oct 2021) was a disappointment
to investors looking for a stronger traction in debt-inflow. USDCNH rose
towards the 6.58-figure. Then came the Caixin manufacturing PMI which
was a significant miss from the consensus of 51.4, underscoring some
potential slowdown in the production economy.

We continue to prefer to lean against the strength of USDCNY and USDCNH.
The shock from the decision of the FTSE Russell’s decision to have the
phase-in to be stretched over 36 months might have run its course. After
all, this is not a decision that will reverse the debt inflow. Rather, FTSE is
ensuring the least impact on investors as the inclusion will lighten the
weightage of other components, with the most impact on United States (-
1.94%), Japan (-0.89% and France (-0.46%). Overall, the inclusion of China
into WGBI will raise the weighted average yield from current 0.48% to
0.62%. Whilst disappointing, the decision is still rational.

Projected Impact of the Inclusion of CGBs in the FTSE WGBI

No. of Modified o Market Value I‘L’f‘;'vg‘,:‘; Weight (%) Weight

Issues Duration (Billion USD) o with China  Difference
WGBI + China | 1,134 | 062 8.45 AA 26,684 100.00
WGBI 1,087 | 048 8.61 AA 25,283 100.00
United States 255 0.92 6.64 AA+ 9,325 36.88 34.94 -1.94
Japan 256 0.19 12.01 At 4,288 16.96 16.07 -0.89
France 47 -0.20 9.15 AA 2,221 8.78 8.32 -0.46
Italy 81 0.34 7.78 BBB 2,009 7.94 7.53 -0.41
Germany 54 -0.49 8.19 AAA 1,582 6.26 5.93 -0.33
China 47 3.02 5.43 A+ 1,400 0.00 o 5.25
United Kingdom 50 0.80 13.32 AA 1,366 5.40 512 -0.28
Spain 46 0.09 8.44 A 1,263 5.00 4.73 -0.27
Belgium 30 -0.11 10.47 AA 510 2.02 1.91 -0.11
Australia 27 1.18 7.30 AAA 456 1.80 1.71 -0.09
Canada 32 0.89 6.89 AAA 418 1.65 1.57 -0.08
Netherlands 21 -0.36 9.1 AAA 401 1.59 1.50 -0.09
Austria 27 -0.25 11.31 AA+ 319 1.26 1.20 -0.06
Ireland 17 -0.18 8.99 AA- 172 0.68 0.64 -0.04
Mexico 14 6.15 5.12 BBB+ 164 0.65 0.61 -0.04
Poland 17 0.61 4.16 A 138 0.565 0.52 -0.03
Finland 21 -0.35 8.24 AA+ 135 0.63 0.50 -0.03
Denmark 8 -0.18 9.53 AAA 107 0.42 0.40 -0.02
Malaysia 32 3.25 7.10 A 99 0.39 0.37 -0.02
Israel 15 0.80 6.96 AA- 94 0.37 0.35 -0.02
Singapore 19 1.23 7.58 AAA 9N 0.36 0.34 -0.02
Sweden 9 0.01 5.87 AAA 75 0.30 0.28 -0.02
Norway 9 0.99 5.07 AAA 52 0.20 0.19 -0.01

Source: FTSE Russell Pricing as of 25 Mar 2021 with settlement on 31 Mar 2021; based on Apr 2021 index
profile
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Liberalizing Capital Accounts In a Relatively Benign Environment

More concerns on the RMB could stem from China’s perceived eagerness
to encourage outflow. SAFE increased the quota for onshore investors to
buy foreign assets (QDIl) to $135bn in Mar and that was the third
consecutive month that the regulator has increased the quota. The
government continues to take advantage of the relatively benign
environment for the RMB to open up its capital account. We still see China
as being more opportunistic in terms of picking the right environment to
liberalize its capital account, pushing on with its RMB internationalization
endeavours. Recent measures also brought some success in halting the
appreciation pressure on its currency in 1Q.

The last time China attempted to liberalize was in 2014-2016 in its bid to
get the RMB to be part of the Special Drawing Rights of the IMF and that
had resulted in a significant RMB depreciation (around 16% from peak to
trough vs. the USD). In the past quarter of 2021, the sharp decline in
domestic _equities, emphasis on RMB _internationalization and

deleveraging felt all too familiar and brought back memories of the rout

in the RMB then. While RMB has also shown some weakness this year, we

do not think history will repeat in its entirety for the following reasons.
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1)

Fundamentals: Back in 2014-2016, China was in the midst of
slowing down. Real GDP fell from 7.8% in 2013 to 6.8% in 2016.
However, there were private analysts that dismissed the official
figures as overly rosy and that the real deceleration was much
sharper. Many “China Bears” were calling for a “hard landing”.
This is a sharp contrast to what is expected for 2021. China’s low
2021 growth target (of 6% and above) suggest a tacit
encouragement for quality and stable growth and actual GDP
growth taking into account the base effect of year 2020 is likely
to be significantly higher than the target. While China is hardly
the leader in vaccination progress, its recent aim to inoculate 40%
of its 1.4billion population could also mean potential boost for
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household consumption. That has provided some room for the
government to revert to a juggle between deleveraging and
growth. As a result, China is neither likely to outperform in growth,
nor is it likely to have any serious risks that could threaten its
recovery on the horizon.

2) Fed Matters: In 2014, Fed was in the process of tapering its QE
and started raising rates in Dec 2015. For 2021, Fed is unlikely to
begin its rate hiking cycle and any signal for tapering provided
within the year might be inappropriate. Fed Powell has reiterated
his focus on the slack in the labour market and to look past
transitory inflation pressures. The Mar NFP print might have been
a solid 916K. Jobless rate is still 200ppts above its pre-covid lows
and labour force participation rate is still around 61.50%, way
below its pre-covid levels of around 63.40%.

3) Consistent and Clear RMB FX Policy Messaging: We like to believe
that PBoC has sharpen its policy communication since the days of
2015 volatility, or at least gained some lessons from that period.
The RMB FX policy was in a rather dramatic reform then with the
change in the USDCNY reference rate calculation methodology
that brought about the one-off devaluation. It did not help that
there was a “crash” in the local bourses and the use of the USDCNY
fix along with the newly introduced CFETS TWI produced second
order effects that amplified the volatility in the RMB as well as the
rest of FX markets. It was also apparent that PBoC used the
USDCNY fix thereafter as well as some FX intervention to halt the
spiral of the CNY, increasing the opaqueness of the FX policy. The
central bank is unlikely to desire such regressions in its policy,
particularly given its endeavors for a more internationalized RMB.

We have recently recalibrated our FX forecasts a tad lower against the USD,
including the RMB. The trajectory for USDCNY is still a downward sloping
one even as we have revised the 12-month USDCNY forecast slightly higher
to 6.35. Our forecast takes into account our cautiously optimistic view of
the Sino-US relations. We do not expect significant regressions as the US
and China are still in a phase of recovery from the pandemic. It is also
equally unlikely that US-China could make any positive breakthrough in
the first year of the Biden administration.

Our expectation for the USDCNY to turn south once again predicates
more on the USD weakness rather than CNY strength in 2021. The USD
was able to regain its strength in the past several weeks due to
expectations of reflation, concomitant concerns of Fed tapering, US’ swift
vaccination progress vs. the rest of the world. This peculiar phase of US
catch-up and market jitters in the face of rising rates had strengthened
the USD broadly. However, vaccine production and mass inoculation are
only going to pick-up pace and that could erode the US advantage once
again. Inflation may show signs of returning but as long as the Fed and
other DM central banks stay firm on their pledge to keep monetary policy
settings easy, market sentiments could be soothed. The hype of the US
fiscal aid ($1.9trn) as well as infrastructure bill could be in the price and
the latter could be vulnerable to contest in the Congress. We anticipate
such an environment to bring out the countercyclical nature of the USD
once again.

Other Key Policy Updates:

Regulation continues to tighten for Big Banks: PBoC has now required
“systematically important banks” to be subjected to additional capital
requirements between 0.25-1.5%. The central bank said that these
measures are meant to reduce systemic risks and prevent moral hazard.
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Digital RMB: PBoC and HKMA conducted technical tests on DCEP for Cross-
border use. We do not think that there is any intent on threatening the
USD hegemony but sometimes the best defense will result in some sort of
offense. With USD seen as the King still (in terms of payment, reserve, safe
haven and all), it has a lot of area of dominance to cede.
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USDCNH (Weekly)- Bulls Assert but Rising Wedge Beckons the Bear
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MYRCNH (daily) - Bearish Bias

MYRCNH was last seen
around 1.5880, just a tad
higher vs two weeks ago,
buoyed by the decision by
FTSE Russell to remove
Malaysia from the
watchlist. That said,
downtrend remains intact
but bullish divergence
remains on the weekly
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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.

” o« n o«

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.

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 re port 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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