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May 14, 20199

FX Flash
RMB - China Counters

Achieving Maximum Effect

China issued a statement to set import tariffs on U$60bn worth of
US imports which would take effect on 1 Jun. The new rate of
25% will apply to 2,493 US products with other goods subject to
duties of 5-20%. In total, over 5000 American products affected.
While the tariffs seem to pale in comparison to US’, the timing of
the announcement is likely meant to achieve maximum effect.
DJI is down -2.4%, S&P -2.4% and NASDAQ at -3.4%. UST 10y yield
came off as much as 8bps before stabilizing around the 2.40% in
early Asia trade.

In the meantime, Trump maintained his composure. He said talks
with China would be “very successful” and plans to meet China Xi
Jinping at G20-summit (28-29 Jun), echoing what his Economic
Advisor Larry Kudlow had said earlier. He still has a deadline for
China to come to an agreement within a month (around 10 Jun)
before he imposes tariffs on the remaining U$300bn of Chinese
goods but that decision is supposedly not made yet, according to
him.

The deadlines are all within a month, in line with our view that
the negotiators look for a deal or at least a compromise of sorts
within the quarter. Our base scenario still expects a trade deal
within the quarter and that includes undoing the tariff hike that
came into effect last Fri as well as the partial removal of 2018-
imposed tariffs. That could mean a full reversal of the USDCNY
rally that we have seen which should bring the USDCNY towards
6.75 taking into account the potential eventual meeting between
the US and China at the G20 summit (28-29 Jun).

USDCNH broke above 6.90 overnight but has come off since, last
seen around 6.8970.We still see 6.9070 as a resistance level. In
the meantime, USDCNY trades around 6.8710, steady from where
it closed yesterday. The USDCNH-USDCNY premium has widened
recently, underscoring increasing expectations for yuan
depreciation. Upside risks to USDCNH still intact but prefer to
lean against strength.
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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.

Published by:
& bank
@ Mayban
Malayan Banking Berhad

(Incorporated in Malaysia)

Saktiandi Supaat Christopher Wong Fiona Lim Leslie Tang
Head, FX Research Senior FX Strategist Senior FX Strategist Senior FX Strategist
saktiandi@maybank.com.sg wongkl@maybank.com.sg Fionalim@maybank.com.sg leslietang@maybank.com.sg
(+65) 63201379 (+65) 63201347 (+65) 63201374 (+65) 63201378

May 13, 20199



	ToBeSaved06
	Title
	Rating
	ToBeSaved02
	ToBeSaved03
	ToBeSaved04
	ToBeSaved05
	AnalystTitle
	Analysts

