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Resilience To Last Notwithstanding
Some Retracement

Look for RMB TWI to Remain Supported on Dips Analysts

Key Points: Saktiandi Supaat

The US-China talk at Tianjin was curt with two lists of
demands presented to the US diplomats yesterday. In
addition, news of China’s latest requirements for food
platforms to ensure delivery workers earn at least the local
minimum income also dampened sentiment on the RMB and
lifting the USDCNY and USDCNH a tad yesterday. To be sure,
both onshore and offshore pairing had remained largely
within 6.45-6.50 range in the past fortnight. Focus has
been on the rising infection waves across the globe, casting
doubts on the end of the pandemic and affecting risk
assets. A correlation study of RMB and global infection
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cases suggests that RMB seems to have also functioned

as a proxy safe haven when global infections are at the
start of a new wave.

As we head into a week where the Fed comes into focus
again (FOMC decision on 29 Jul SGT/KLT 2am), we checked
the resilience of some sovereign bonds to swings in the UST
yields. China’s 10y yield remains less sensitive so far this
year but retains a rather decent level of yield. This can
enhance its allure should investors become concerned
about US Treasury volatility. Put together, RMB’s trade-
weighted resilience could last notwithstanding near-term
retracements.

Technical Analysis: USDCNH looks consolidate within 6.45-
6.51 range. EURCNH needs to break above 7.6590 for a
strong rebound. Meanwhile, we spot rebound risks in
MYRCNH and SGDCNH but the latter has more hope of
extension.

What We Watch (27 Jul - 9 Aug):

Date Data Month
29 Jul (SGT 2am) FOMC Policy Decision
31 Jul Non-Mfg, Mfg and Comp PMI Jul
2 Aug Caixin Mfg PMI Jul
4 Aug Caixin Services, Composite PMI Jul
6 Aug BoP Current Account Balance 2Q
7 Aug Trade Jul
9 Aug CPI, PPI Jul
9-15 Aug ¢§§;e§g;isﬁnancing, Money Supply, New Jul
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Where Has RMB Been?
USDCNH remained largely within the 6.45-6.50 range in spite of
appreciation in the greenback against most other DM and EM currencies.

RMB’s Trade-Weighted Outperformance

10y yield fell to levels around 2.9% from 3.08% around a month ago, before
the announcement of the broad 50bps RRR cut, the sharpest fall seen since
the turn of the year. Market swung from tightening expectations to some
anticipation for a fresh easing cycle. That puts PBoC in sharp contrast with
the Fed, especially after the mild hawkish tilt in the latter at mid-Jun. As
we had mentioned in the last report, the impact on RMB is minimal.

Focus since then has drifted to the delta variant of COVID-19 which is
behind most of the current infection waves across the globe, casting
doubts on the end of the pandemic and affecting risk assets. China’s good
track record of getting outbreaks under swift control contributed to the
recent trade-weighted outperformance of the CNY. The recent outbreak
at Nanjing will be carefully watched with 5 Chinese provinces reported (by
Global Times) to have confirmed cases linked to the outbreak at the
Nanjing airport. However, correlation study below suggests that RMB
seems to have also function as a safe haven in times when global
infections are at the start of a new wave.

RMB’s Correlation with Daily Cases Becomes More Positive At the Start
of Each Wave

RMB's Correlation with Infections Tend To Become More Positive
When The World Starts to Experience A New Wave
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Source: Bloomberg, Maybank FX Research & Strategy

It is thus of no wonder that the RMB TWI has strengthened of late, with
the CFETS-weighted index making a new high for the year at 98.77 last
week. USDCNY remains largely within 6.45-6.50 for much of Jul while most
regional USDAxJ pairings were on the rise. This is notwithstanding the
regulatory clampdown on corporates ranging from big technology firms,
US IPO-hopefuls, off-campus education centres (or rather tuition centres)
and most recently food platforms that caused 2-3% decline in the local
bourses on Mon. 10y yield fell further to 2.88% today (26 Jul). Bond-related
inflows have likely supported the RMB in the past weeks but will this
continue?
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China Bonds Relatively Resilient to Swings in UST yields

As we head into a week where the Fed comes into focus again (next FOMC
decision on 29 Jul SGT/KLT 2am), we once again look into yield movements
for different sovereign bonds to check for resilience to movements in UST
yields. We used the 10year tenor as it is widely recognized as a benchmark
for yield movements across sovereigns and 10y bonds are concomitantly
found to have greater liquidity compared to other tenors.

CGB’s Sensitivity To UST yield Relatively Low

% Change to 1% Rise in UST 10y yield A Current Level of 10y Yield (rhs)
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Note: Nominal yields are as of 26 Jul 2021. To compute sensitivity, daily data for 1 Jan
2021- 26 Jul 2021 was used. For example, every 1% increase in UST 10y yield is expected
to see an increase in 0.2% increase in India’s 10y yield based on the ytd data.

Source: Bloomberg, Maybank FX Research & Strategy Estimates

We sought to find out the sensitivity of the respective sovereign bond
yields to changes 10y yields of the USTs. China’s 10y yield does not have
as much sensitivity to UST yields so far this year but retains a rather decent
level of yield. This has enhanced its allure should investors become
worried about volatility in the UST.

CNY outperforms most regional currencies mtd but not safe havens and

higher yielders
Mtd Performance against the USD %
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Source: Bloomberg, Maybank FX Research & Strategy
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CNY ranks behind traditional safe haven FX USD, JPY and CHF in its month-
to-date performance, as well as higher yielding IDR and INR. This suggests
that carry advantage remains a key contributing factor to its strength.
Given the fact the infection rates are rising in the US with no pick-up in
vaccination rate, expectations for the Fed to be more hawkish is
understandably lower. However, from the study in the page prior, we also
know that should that be an unexpected shift, Chinese bonds can remain
resilient and that could portend relative strength for the RMB.

Asignificant reason could be due to its macro fundamentals. The UST yield
curve has steepened and then flattened substantially in the past few
months. Its 10y yield has largely been on the downmove in spite of Fed’s
hawkish shift as the delta variant continues to be a headwind for economic
recovery across the globe. China’s sovereign curve has been rather stable
for much of this year as reflected in the 2y10y in the chart below,
unperturbed by the shifts in the Fed’s curve, unlike other sovereign curves
that showed more volatility because of the impact of the virus and possible
sensitivity to the USTs. This could be due to the fact that its macro
fundamentals remain stable, as indicated by its latest set of activity data
and liquidity conditions have been in a tight balance for much of this year.

China’s Sovereign Curve Did Not Flatten/Steepen Unlike Other
Sovereigns’

China's Sovereign Curve Remains Unperturbed Despite the Shifts in US

Treasuries
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Source: Bloomberg, Maybank FX Research & Strategy

While USD, JPY and CHF could still remain the traditional safe havens for
investors to take flight to in times of uncertainties, upmove in the USDCNY
could be limited. On net, we continue to look for some trade-weighted
outperformance for the RMB in this half of the year but some retracement
(lower) cannot be ruled out in the nearer term.

Update on US-China Talks in Tianjin

There was low expectation ahead of the first high-level talk since the
meeting in Anchorage, Alaska with Foreign Ministry Zhao Lijian warning the
US “not to try to negotiate from a position of strength”. China also
imposed tit-for-tat sanctions on former US Commerce Secretary Wilbur
Ross along with others over Hong Kong.

China’s Vice Foreign Minister Xie Feng expressed concerns to US Deputy
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Secretary of State Wendy Sherman that the relationship is “in a stalemate
and faces serious difficulties”. According to state media Xinhua, Xie
presented two lists of demands to the US at the meeting. 1) List of US
Wrongdoings and 2) List of Key Individual Cases that China has concerns
with. The first list requires unconditionally revoke the visa restrictions
over CPC members and their families, sanctions on Chinese leaders,
officials and government agencies and visa restrictions on Chinese
students. The second list contains concerns that students’ visas
applications are being rejected and that their citizens in the US are
treated unfairly.

On the US side, officials commented that meetings with the Chinese
officials were “forthright and professional” and that the next step in talks
is also up to China.

The lack of progress was not unexpected but describing the meetings as
“forthright and professional” sounds a tad less positive than expected.
While fiery exchanges were seen at Anchorage, Alaska in Mar, there was at
least a mention of agreement and cooperation on climate change soon
after. At this meeting however, there was no effort to infuse a sense of
mildly positive conclusion observed in Trump-era trade talks by the use of
descriptions such as “constructive”. The key hurdle for both parties is to
find a common ground without appearing to give ground to the other party.
Given that we are only in the 7% month of the Biden’s 4-year term, it may
still seem too soon to risk being perceived as going soft on China. Eyes
next on the widely expected meeting between President Biden and
President Xi at the G-20 summit on 30-315t Oct.

Jul 27, 2021

Maybank



FX Research @) Mmaybank

USDCNH (Daily)- Consolidative
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EURCNH (Daily) - Bullish Reversal

EURCNH ground lower and
was last around 7.6525, still
within a falling wedge,
capped by the 21-dma at
7.6590.

MACD is slightly bullish.
Support is seen around
7.6090. We still see some
rebound risks as stochastics
show signs of turning
higher. Break of the 7.6590-
resistance brings this cross
to the next at 7.6990.
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Legend: Orange Line denotes 21-dma; Black dash denotes 50-dma
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MYRCNH (daily) - Rebound Risk, 21-dma at 1.5467 Could Cap

MYRCNH was last at 1.5330
after breaching multiple
support levels. Bias could
still be to the downside but
stochastics show some
retracement risk extending
above the 1.5374-
resistance.
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T | bullish moves.

50.0%(1.529)

6LER(L505)
152

T6.44(L51)

LLLLITTITE

ot
\;/f I I/“//I_L“WHAED

DR S Stochastics 5)
Dec 15 Dec3l  JanlS Jn2 Feb1s Feb26 Mar 15 Mar 31 Bpr 15 Bpr 30 May 14 May 31 Jin 15 Jn 30 M5 30 fug 16 Aug 31 Sep 15
a0 02

SGDCNH (Daily) - Falling Wedge, Rebound Risk
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stochastics turning high,
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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.

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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