November 17, 2020 Maybank

RMB Watch
Trend is Still Your Friend
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that softer credit growth due to deleveraging efforts
coincided with weaker RMB performance.
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From the technical analysis perspective, the trend is a
good guide. USDCNH could fall towards 6.55 before 6.50.
For SGDCNH, the cross remains bearish with next support
at 4.8588 before the next at 4.8390. For MYRCNH,
downtrend remains firmly intact with next support at
1.5860 before 1.5800 and then at 1.5620.

What We Watch:

20t™ Nov - 1Y, 5Y Loan Prime Rate (likely unchanged)
20t Nov - FX Net Settlement on behalf of clients (Oct)
27% Nov - Industrial Production

30t Nov - Official PMI (Nov)

15t Dec - Caixin PMI Mfg (Nov)
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Where Has USDCNH Been?

Beyond the US election, focus is now shifted back towards the COVID-
19 resurgence in plenty parts of the world, lifting the USD along with
the USDCNH before the signing of the RCEP cheered markets and
brought the pair lower again.

RCEP was inked over the weekend and that had contributed to the risk-
on sentiment at the start of this week. The trade pact was signed by 15
nations - the largest trade deal in history that covers 30% of the global
economy. Key to the trade pact was a more common set of rules (IR,
telecommunications, financial services, e - commerce and professional
services) for all 15 nations, the elimination of a range of import tariffs
over 20 years and setting new “rules of origin” (officially defining the
origin of the products). The next step for RCEP is the ratification of the
trade agreement for countries. The agreement will enter into force 60
days after six ASEAN member states and three non-ASEAN member states
ratified the agreement.

Risk-on cheered the non-USD currencies, including the RMB along with
more positive vaccine developments. We do think that it is futile to fight
the trend of further RMB appreciation in the near-term but we also keep
a watch on domestic developments.

Talks of PBoC Tightening Kept the Local 10Y Rates on the Rise

News of Pfizer-BioNTech vaccine’s miraculous effectiveness of preventing
infections of Covid-19 for 90% of its rather large study sample (reportedly
tens of thousands) of volunteers drove the UST rates higher last week(9
Nov), lifting rates in the rest of the world along with it as investors
started to price in greater optimism that the pandemic could be behind
us faster than anticipated. However, it soon became clear that mass
production and distribution could face significant challenges as the
vaccine has to be stored at about extraordinarily cold -75°C. Focus was
thus shifted quickly towards the current record-breaking daily number of
cases of Covid in plenty parts of the Westem world and US rates drifted
back lower.

China Rates Remain on the Climb, Pulling Away from the Rest

10y yields (100 = 1 Oct 2020)
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While rates in multiple parts of the world reverted lower into the end of
last week, rates in China remained noticeably on the climb. This is due
to the increasing speculation that China may want to start to normalize
its monetary policy. Last week, PBoC Deputy Governor Liu Guo Qiang had
spoken about exiting easing measures as “a matter of time”. Thereafter,
Former Finance Minister Lou Jiwei also spoke at a Caixin forum urging
that China should start to study the exit strategy from the current
accommodative monetary policy stance as the economic recovery
gathers pace.

Along with speculations of monetary tightening, strong camry advantage
should continue to underpin the RMB. Focus was on the Medium-term
lending facility earlier today to gauge the central banks’ readiness to
tighten monetary conditions further. The MLF operation today had
brought some relief to investors concerned that the government could
commence tightening too soon. PBOC had conducted 1Y MLF with an
injection of CNY800bn this moming. Loan of CNY600bn is due Nov. That
said, the recent rhetoric by officials cannot be ignored and signal that
withdrawing monetary support is an eventuality. While that has been
viewed as positive for RMB because of the aarry, we are wary that the
shift in monetary policy stance could eventually crimp on RMB gains at
some point.

PBoC had paused easing since May but flows data suggest that even as
bonds vyields rise back to pre-pandemic levels, the relatively
underinvested China (in the DM world) continues to witness debt-related
inflows. On the other hands, what is also clear is that the rise in
domestic rates and calls for tightening have crimped on domestic
equities and equity-related flows have turned negative.

@) Mmaybank

Equities Have Plateaued for A While and Inflows Turned Net Debt Inflows Still Going Strong Amid WGBI Inclusion
Negative
Equity-related Flows Have Turned Negative China Still Sees Net Debt-inflows
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The aggregate financing data for Oct also suggests that PBoC’s Yi Gang
credit target has been met at CNY30bn (for this year). Hence, as demand
recovery broadens at home (Oct activity released this morning shows
recovery intact), more officials are becoming comfortable with calls for
deleveraging. The rise in total social financing could thus slow from here
or even start to fall. As we have noted in the charts (next page),
deleveraging efforts and lower credit growth had affected RMB in the
past and could eventually hurt.
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Aggregate financing has been on the rise in 2020 to combat Tapering creditgrowth could also affectthe RMB
COVID-19. Reversion to deleveraging could dampen the RMB performance
Growth of Outstanding TSF Broadly in Line with RMB Stronger Credit Growth Tends To See Stronger RMB
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Deleveraging in the past was somewhat negative for the RMB as growth
momentum was sacrificed for financial stability. Assuming that inflation
is not a threat in the next few years and global rates remain low, there
could come a time when the mass availability of vaccines lifts global
growth along with China. At that point, a shift towards deleveraging
could become even more forceful in mainland China and that could signal
the end of CNY strength.

That said, we remain of the view that the USDCNH should still remain a
sell on rallies in the next six months. Growth differential, relatively
better COVID-19 management, monetary policy divergence (China
tightening vs. easing in the rest of the world) could continue to keep the
RMB buoyant vs. most other currencies.

RMB Remains on the Strengthening Bias Against the USD and Others

Yuan Strength to Persist on Net
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USDCNH - Trend Channel Holds Well

USDCNH remains at the lower bound of the falling trend channel in the
past few sessions, last seen at 6.5785. Bearish bias intact and there is no
sign that a reversal would be in play even as the trend channel has gone
on for a good six months. Support remains at 6.5578 and then at 6.5025.
Resistance at 6.60, before 6.6524 (21-dma) and then at around the upper
bound at 6.6860, 50-dma guards unexpected aggressive bids at 6.7220.
6.50 marks the completion of the double top formation, flagged earlier
this year.
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USDCNH (Weekly Chart) - Downtrend Still Firmly Intact

Source: Bloomberg, Maybank FX Research & Strategy
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SGDCNH (Daily) - Bearish Bias
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SGDCNH remains firmly on the downmove, last seen around 4.8845.
Based on the price action, there does not seem to be any sign of respite
for the cross. Next support is seen at the Mar low of 4.8588 before the
next at 4.8390 (Oct 2017 low). Unexpected rebounds to meet resistance
around 4.9172 (76.2% Fibonacci retracement of the Mar- Jun rally) before
the 21-dma at the 4.9325 (near the upper bound of the failing trend
channel).
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MYRCNH (Daily Chart) - Downtrend

Downtrend was still intact indeed, as we have written in this space in the
last issue. MYRCNH was last seen around 1.5980. This cross also moves
within a falling trend channel with no signs that bears are letting up.
Resistance is still marked by the 21-dma at 1.6050 before the next at
1.6210 (50-dma). Support at 1.5800 (6 Nov low) before the next at
1.5800 and then at 1.5620.
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DISCLAIMER

Thisreport is for infomation purposes only and under no circumstancesisit to be considered or intended as an offer to sel | or a solicitation of an offer
to buy the securities or finandal 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 finandal instruments, if any, may fluctuate and that each security’s or
finandal instrument’s price or value may iise or fall. Accordingly, investors may receive back less than originally invested. Past performance is not
necessarily a guide to future perfomance. This reportis notintended 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
finandal, legal and other advice regarding the appropriateness of investing in any securities and/or finan cial instruments or the investment strategies
discussed or recommended inthisreport.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been indepe ndently 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 ime have positions or be materially interested in the securities and/or finandal instruments
referred to herin and may further act as market maker or have assumed an underwriting commitment or deal with such securitie s and/or finandal
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
priornotice.

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 e xpressly 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 orto reflect the occurrence of unanticipated events.

This reportis 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 orin 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 orlocated in any locality, state, country orother jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation.
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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
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