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FX Flash

RMB - More Room For Market
Forces

Fundamental Underpinnings Would Still Keep RMB on the
Strengthening bias in the Medium Term

Banks in China removed the countercyclical adjustment factor
(CCAF) from their submissions for the USDCNY reference rate as
reported on 27™ Oct. This comes at a time where USDCNY has
been on the upmove of late amid the uncertainties of the US
elections, COVID resurgences as well as the rising speculation
that PBoC would do more actions to reverse the RMB rally.

In the past, the CCAF was used as an additional dampener in the
USDCNY reference rate formula. The Aug 2015 “one-off
devaluation of the RMB” was really due to a FX reform that
changes the methodology of the USDCNY reference rate fix.
However, the use of the more transparent fixing formula as well
as the CFETS RMB index along with other fundamental factors did
not result in more calm for the RMB and the countercyclical
adjustment was introduced in May 2017 as an additional
component for the formula of the USDCNY reference rate to
“smooth its volatility”. The use of the CCAF was suspended in Jan
2018 and reinstated not long after (Aug 2018) when the US-China
trade war came to the fore and the RMB was under intense
deprecation pressure again.

Fast forward to 2020, the pandemic has turned the table around
for RMB. CNY rose ~7.5% (vs. the USD) from its low in May. Market
watchers are now wary of potential actions from PBoC to slow its
pace of appreciation. Removing the countercyclical adjustment
factor is clearly to give more room for market forces to drive the
RMB and a possible opportunity for more weakness in the
currency. This is especially timely as markets start to brace for
potentially more volatility in the face of the upcoming US
elections and strong COVID resurgence in plenty parts of the
world. Removing the CCAF at this time could thus potentially
weaken the RMB a tad more. We note that USDCNY fix on 28 and
29™ came out to be still close to the median estimates polled by
Bloomberg - a sign that the central bank does not want to strong-
arm the RMB into a bearish reversal. Dropping the CCAF is thus
another step to be less interventionist on the FX.
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In addition, moves of the USDCNH since has shown that despite the risk-
off moves for much of the FX space, the intra-day action of USDCNH and
USDCNY were relatively subdued, underscoring the fact that RMB could
become a haven of sort as China focuses on “dual circulation” -
strengthening its domestic economy, becoming more self-reliant and its
well-managed COVID situation has already given the economy that leg-up
in recovery vs. the rest of DM as well as Asia.

This removal of countercyclical adjustment factor, along with the
ramp up of QDII quota and the reduction of RRR on its FX forwards are
incremental moves to allow market forces to drive the RMB. Barring
some near-term volatility, market forces will still eventually take the
cue from its fundamental underpinnings and that points to likely
further strength for RMB. That could mean better entry levels to short
the USDCNH as we maintain our bearish view on the pair.

RMB Remains Rather Subdued Today in the Face of Volatility

Intraday % Change Vs. The USD (28 Oct)
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Source: Bloomberg, Maybank FX Research & Strategy
Note: Prices were taken as of 6.45pm (SGT) 28th Oct 2020.

October 29, 2020

@ Maybank



FX Flash

USDCNH (Daily) — Still Within Falling Trend Channel

@ Maybank
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Despite the recent upmove, USDCNH is still within the falling trend channel. The
pair does have some key levels to watch including the 21-dma at 6.7130 (21-dma).
Momentum indicators at this point are pretty bullish and there is a risk that the
falling trend channel can be violated. Key resistance is around 6.7620 (23.6%
Fibonacci retracement of the May-Oct fall) before the 50-dma at 6.7840. Support
is at recent low at 6.6278 before the 6.60.
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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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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
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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
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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
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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 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 (“IOD”) 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
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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.
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