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Prefer To Buy on Dips

RMB Bears Remain Reluctant
Key Points:

PBoC will raise the reserved requirement ratio for foreign
currency deposits from current 5% to 7% with effect from
15 Jun. This action requires Fls to keep more non-yuan
deposits with the central bank for deposits received. Hot
money flows attracted to the allure of RMB-assets had
likely generated a virtuous cycle of RMB appreciation in
recent months. The hike in RRR for forex deposits may be
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To be sure, fundamentals (current account surplus, carry
advantage, macro improvements, prudent and neutral
monetary policy) have been alighed for RMB (and remain
aligned) to retain a strengthening bias but it was a sudden
storm of opinions from central bank officials on the RMB
that quickened its pace of gains recently. So we remain of
the opinion that the central bank is not intolerant of RMB’s
strength per se. Rather, PBoC was concerned with the
increasingly speculative nature of its rise that was
encouraged by the recent comments by officials. We
remain bullish on the RMB, notwithstanding potential
pullbacks in the near-term.

Technical Analysis: On the charts, we see potential for a
rebound of USDCNH towards 6.4080 and then at 6.4239. We
prefer to sell on rallies. RMB may have a brief period of
underperformance against the SGD and MYR. Look for
SGDCNH to head towards 4.8516 and MYRCNH to extend
bullish moves towards 1.5570.

Data in the Next Fortnight (1-14 Jun):

Date Data Month
1 Jun Caixin PMI Mfg May
3 Jun Caixin Composite and Services PMI May
7 Jun Trade May
9 Jun CPI, PPI May
9-15 Jun éﬁﬁﬁsate Financing, New yuan loans, Money May
13-16 Jun 1Y MLF Jun 15
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Where Has RMB Been?
USDCNH bears persisted and precipitated towards our 12M forecast of
6.35 by the end of May but has since found some support there.

PBoC Lifts (Almost Forgotten) RRR for Foreign Exchange To Slow the
Appreciation of RMB

PBoC will raise the reserved requirement ratio for foreign currency
deposits from current 5% to 7% with effect from 15 Jun. This requires Fls
to keep more non-yuan deposits with the central bank for deposits
received, thereby reducing the amount available to be lent out by banks
and possibly raising the funding cost of foreign currencies onshore. In the
online statement, the central bank stated that the move aims to
strengthen the liquidity management of foreign currencies in financial
institutions. The RRR for forex was raised only twice since the 2005 de-
peg from the USD - once in May 2007 (by 1ppt) and another Sep 2006
(1ppt). According to data from the central bank, financial institutions have
accumulated more than $1trn of foreign exchange deposits, a jump of
>30% from last year.

Hot money flows attracted to the allure of RMB-assets (for reasons such as
carry and other macro-fundamentals reasons) had likely generated a
virtuous (that arguably grew increasingly vicious) cycle of RMB
appreciation. The hike in RRR for forex deposits may be an attempt to
dampen the foreign currency loans and thereby potentially, slowing the
pace of RMB appreciation.
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The Rise in Foreign Currency Deposits Quickened in Dampening Foreign Currency Loans May Slow Pace of

Recent Months RMB Gains

e= Deposit in Foreign Currency (yoy)

e Foreign Currency Loan USD bn)

USDCNY (rhs, inverted)

40.0 5
35.0 950.0 5.8
30.0 S 6
25.0 900.0
500 /\ 6.2
15.0 850.0 ‘ 6.4
10.0 VN 6.6
5.0 800.0

6.8
0.0 .
-5.0 750.0
-10.0 7.2
-15.0 700.0 7.4

Jan-17 Sep-17 May-18 Jan-19 Sep-19 May-20 Jan-21 Jan-17  Oct-17  Jul-18  Apr-19 Jan-20 Oct-20

Source: PBoC, Maybank FX Research & Strategy

As of Apr, total loans amounted to more than CNY187trn (~$29trn) and the
additional $20bn reserves (<0.07% of total loan) that financial institutions
are required to set aside as of 15 Jun is thus unlikely to hurt broader credit
growth. Right after the move, former senior official at SAFE, Guan Tao
commented that regulators have more tools if needed to deal with
speculation; in other words, consider the RMB speculators warned.
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A Storm of Opinions on RMB

30 May - Former PBoC Official Sheng Songcheng told state media Xinhua that
“the rapid appreciation of yuan against the USD may have overshot and will
not be sustainable”. He expressed concerns that hot money inflows could
strengthen the yuan and hurt China’s export competitiveness.

27 May - PboC released a statement that the exchange rate can neither be
used as a tool to stimulate exports via depreciation nor to offset impact of
rising commodity prices via appreciation. The statement was released after an
ad-hoc meeting on FX was convened by PBoC, other government agencies along
with major forex market players. The central bank urged that enterprises and
FIs should actively adjust to two-way fluctuations of the exchange rate and
not speculate on its direction.

27 May - An editorial by Securities Times noted that PBoC has “exited regular
interventions in the yuan exchange rate and is more tolerant with fluctuations
in the currency”.

23 May - In a QnA posted on the PBoC site, PboC Deputy Governor Liu Guoqiang
said that the central bank will maintain the “basic stability” of the exchange
rate at reasonable and balanced level. He noted the two-way fluctuations of
the currency since the start of the year and it is basically stable at a reasonable
and balanced level. In addition, he assured that China will not alter its
exchange rate mechanisms as it is “an institutional arrangement fit for China
at present and in the foreseeable future”, quashing speculations of a regime
change.

21 May - PBoC Director of the Research & Statistics Department Lyu Jinzhong
stated in an article that was published on China Finance that the country
should allow yuan to appreciate to offset the rising cost of commodity imports.
This article was later deleted.

19 May - PBoC Director of Finance Research Institute Zhou Chengjun said that
the China should give up control on its exchange rate for it to be more widely
accepted globally.

To be sure, fundamentals have been aligned for RMB (current account
surplus, carry advantage, macro improvements, prudent and neutral
monetary policy) to retain a strengthening bias but it was a sudden storm
of opinions from central bank officials on the RMB (highlighted above) that
quickened its pace of gains. So we remain of the opinion that the central
bank is not intolerant of RMB’s strength per se. Rather, PBoC was
concerned with the increasingly speculative nature of its rise that was
encouraged by the recent comments by officials.

In a chart on the next page, we see that the spread between the actual
daily USDCNY reference rate and the estimated fix that was released
ahead of the actual remain within reasonable range (1 standard deviation)
based on the data since 2019. Rather, PBoC has put out official statements
to stem the speculative pressure on the RMB and state banks were also
said to have purchased the USD in order to slow the decline in the USDCNY.
It is thus believable that in its quest for yuan internationalization, the
central bank is determined to allow market forces to play a more
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determining force in the direction of the RMB. This is actually positive for
China’s financial market in the long term.

PBoC Has Shown Restraint in the USDCNY Fix

Spread Between Actual Fix and Estimates Widens Only a Tad (pips)
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Source: Bloomberg, Maybank FX Research
Still Some Room For Gains

The acceleration in the CNY gains have enabled the USDCNY pair to reach
our 12M forecast of 6.35. Notwithstanding some near-term rebound in the
USDCNY given stretched positions, potential for inflation concerns to flare
up again ahead of FOMC meeting (16 Jun) that could be broadly but
temporarily bullish for the USD, we retain the view that there is some
room for CNY to appreciate against the greenback and now look for the
pair to head towards 6.25 over the next 12 months.

What To Watch:
1) US-China

Another key event for China that happened last week was a phone
conversation between USTR Katherine Tai and China Vice Premier Liu He.
When it comes to events such as trade talks with the US, we reckon that
the risks to the USDCNY and USDCNH would be to the downside. Given
Biden’s vocal opposition of tariffs during the Trump era, the outcome is
likely either status quo or partial removal of tariffs. After the phone-call
between the two nations was confirmed to have occurred on 27 May (SGT
morning), the Chinese Think-Tank (China Finance 40 forum) released a
report noting that two countries might agree on tariff exclusions to reduce
tensions. US may desire to “reduce tariff burden through exclusions”
which would avert political pressure whilst alleviating inflationary
pressures. Any confirmation by the US could remain positive for the RMB.

Meanwhile, the Biden administration continues to keep the pressure on
China in other areas - 1) by banning imports from a Chinese company
Dalian Ocean Fishing on grounds that its vessels use forced Indonesian
labour; 2) President Biden also gave its intelligence agencies 90 days to
investigate the origins of COVID-19 and to release a full report on them
after mentioning that there is mounting evidence that the virus had leaked
from the Wuhan Institute of Virology. In response, Foreign Ministry
spokesperson Zhao Lijian accused the US of having “zero interest in
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scientific research, but is only seeking political manipulation for the
purpose of scapegoating”. Insofar, Biden has stuck to shaming China on its
treatment of Uighurs, ensuring military support for Taiwan to counter any
potential aggression from China and finally on the front of the
technology/trade-war with China, the US did not unravel Trump’s tariffs
yet. Apart from a potential agreement on tariff exclusions for the benefit
of exporters and alleviating inflationary pressure, Biden had already
proposed significant increases in US investment and R&D spending in core
tech in order sharpen America’s edge as a manufacturing giant in the
longer term, quite unlike his predecessor’s confrontational approach. To
put all in a nutshell, Biden’s administration seem to have neatly
compartmentalize its reactive functions for different issues and
without spill-over effects, tensions are less likely to escalate as quickly
(relative to Trump). That should also keep the USDCNH and USDCNY
from making a material rebound in case of news of any US-Sino
conflicts. Trade talks remain an upside risk for the RMB at this juncture

2) UST Volatility

We remain watchful of the UST yields in a month that could see discussions
of tapering at the upcoming FOMC. This could have an impact on USDCNY
via the yield differential as well as sentiment channel, depending on how
the Fed conveys its intention.
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USDCNH (Daily)- Bullish Divergence Intact

PGS

. o
100.08{6.5875)

To44{8.5321)

B

BEs48)

0.04{8.35%5)

NACD

0 0t Apr
m Al

EURCNH (Daily) - Consolidative with a Bullish Skew

EURCHH BGN

84000

r8.3000

82000

+8.1000

100.08(8.0114)

»8.0000

76.48(7.9357)

61.8%(7.8889) »7.9000

50 B510)!

L 38.28(7.8131) 7.8270 EURCNH

»7.8000
B.847.7663)

L8(76908)47.7000

»-7.6000

’/-V
] ]| |

.10

MACD  ross

May Jun

1 Jun, 2021

@) Mmaybank

USDCNH was last at
6.3720, after
precipitating to a low
of 6.3525 once the
support at 6.40 was
broken. We see
potential for a rebound
with MACD  forest
having bullish
divergence with the
price action on recent
troughs. Stochastics
also show signs of rising
from oversold terrain.

Retracement to bring
this  pair  towards
6.4080 (23.6% fib
retracement of Mar-
May drop) and then at
6.4239 (21-dma).
Support at 6.3525.

EURCNH slipped to a
low of 7.7351, bringing
to fruition our
expectations that
bullish attempts would
be capped. Moves are
more broadly
consolidative.

Moving averages
(21,50,100-dma) have
formed an area of
resistance at 7.7950-
7.8090. A break there
could bring this cross
back up towards 7.850

and then next
resistance is seen
around 7.8640.
Support at 7.7350

before 7.6910.
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MYRCNH (Daily) - Bullish Divergence, Potential Rebound
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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 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 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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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.
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