
 

 

 
 

September 2, 2019 
 

M
a
c
ro

 |
 F

X
 R

e
se

a
rc

h
 a

n
d
 S

tr
a
te

g
y
 

G
lo

b
a
l 

SEE PAGE 5 FOR IMPORTANT DISCLOSURES  

 
  

 

RMB Watch 

Leaning Against A Strong Wind   

 

 

 

 

Still Remain Short-Term Bearish on USDCNY 

Sentiments are supported by expectations for the policymakers to 
provide “reasonably ample” liquidity and “reasonable growth” in 
aggregate financing as it implements a prudent monetary policy. 
The State Council also promised to increase counter-cyclical 
adjustments in economic policy. Equities rose at home in spite of 
the fact that new rounds of tariffs kicked in for US and China 
yesterday. We see lingering hopes of US-China trade tension de-
escalation as USDJPY drifts higher and USD/North-Asians trade 
lower. USDCNH started today, rather elevated before retreating 
under the 7.17-figure ahead of the USDCNY fix. Spot had steadied 
within 7.16-7.18 for most of Asian hours, weighed by the 
stronger-than-expected fix as well as the above-50 Caixin PMI-
mfg. We still think the USDCNY fixes provide a strong clue to 
where PBoC guides the RMB and possibly trade-talks 
development.  

As such, we remain short-term bearish on the USDCNH and 
USDCNY even as a new round of tariffs kicked in from the US and 
China yesterday. As noted in our FX Daily here as well as our FX 
Flash – RMB – The Fix Beckons The Spot, PBoC has been keeping 
the USDCNY reference rate around the 7.08-handle and today is 
the fifth consecutive session. This is done in a bid to suppress the 
CNY weakness against the USD and not likely to be sustainable in 
the long-term.   

 
USDCNY May Collapse Towards the Fix 
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Signs That RMB Weakness is suppressed 
 

 The CNY fix today is particularly strong (against the USD), out of 
the range of estimates polled by Bloomberg and stronger than 
ours. A more market-driven USDCNY fix would have been higher 
at 6.0998 (according to our final estimate).  

 
Actual USDCNY Fix Is Well Under Our Pure Model Estimate 
(without CCAF) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Note: CCAF denotes the Countercyclical Adjustment Factor, typically enhanced in 
times of market volatility. 
Source: Maybank FX Research & Strategy Estimates, Bloomberg 
 

 

 The USDCNY reference rate is fixed at the 7.08-handle for the 
five consecutive sessions. That is becoming a more recognizable 
level and when a level becomes more recognizable like the 6.90 
or the 7.00, there could be a lot more volatility when the levels 
like these are breached. We do not think PBoC desire spurts of 
volatility in the RMB.  

 

 USDCNY spot now trades 1% above the fix – a result of a USDCNY 
fix that was too low. As mentioned before, wide deviations 
between the USDCNY spot and USDCNY fix do not last long.  

 
 

USDCNY Spot-Fix Deviations Have Been Elevated, Cannot Last 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

Source: Bloomberg, Maybank FX Research & Strategy 
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Why is it unsustainable to Suppress RMB Weakness? 
 
The current environment is one of broad USD strength with the DXY index 
just reached more than two-year high. By limiting the weakness in the 
CNY in this environment over a long period of time, CNY is at risk of 
losing its export competitiveness against other trading partners which 
could affect China’s export performance. The CFETS RMB index has 
already risen from its low of 91.04-figure, last seen at 91.30.   
 
One Has To Give… USDCNY Fix or the Spot 
 
We see the recent USDCNY daily fixes as a show of confidence by PBoC 
that market forces will turn in their favour soon. That should come in 
the form of a USD collapse but the impetus for a USDCNY decline is 
stronger from a progression in the US-China trade talks. Our view for 
the 1st Sep tariffs to be delayed did not come true but we still think 
there could be potential positive developments and good progress in 
trade negotiations do not come fast and easy. 
 
But What if Trade Tensions Remain Over the Longer Term 
 
Despite our bearish bias in the near-term, we are aware of the possibility 
for the US-China tension to remain over the longer-term. Based on the 
newest round of tariffs imposed by the US on China (without taking into 
account substitution effect), there are a few critical levels for USDCNY 
that could be on the minds of investors should anyone be of the view 
that CNY would be allowed to cushion the impact of the US tariffs.  
 
USDCNY Could Head Above 7.70 
 
In light of the US tariffs of 15% on “$300bn” of Chinese imports, USDCNY 
would have risen above 7.70 in order to nullify the 15% impact on 
$300bn of Chinese exports to the US as well as the 5% tariff hike on the 
$250bn of Chinese exports to the US. That is taken off the price of 
USDCNY at around 6.90 before the latest phase of escalation triggered by 
Trump’s announcement of the 10% tariffs on $300bn of Chinese goods.  
 
Or 7.40 Based on Past Performance in  Trade War 2018 
 
Another perspective to get a key level is that if we apply the 11% 
depreciation seen in the CNY against the USD last year that took USDCNY 
from 6.27 to 6.97 and apply it to the USDCNY from the start of the 
escalation this year, USDCNY could head above 7.40.  
Regardless, all the key levels are still above the 7.1750, where the spot 
trades now (2 Sep). However, we do not think future moves in the CNY 
will be as explosive as the break of the 7 (unless USDCNY is fixed at 7.08-
handle for a long period of time). Rather, PBoC has shown that it is more 
determined than before (compared to what was observed in 2018 trade 
war) to keep the RMB stable.   
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Upcoming Events to Watch in The Next Two Weeks 

7th Sep  - Foreign Reserves (Aug) 

8th Sep  - Trade data 

9-15th Sep - Aggregate Finance, New Yuan Loans, Money Supply 

10th Sep  - CPI, PPI (Aug) 

 

CNY TWI Deviates From the DXY as RMB Weakness Persists 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Maybank FX Research & Strategy 
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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 or 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 
Group”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank Group and it 
should not be relied upon as such. Maybank Group and any individual connected to the Maybank Group accept no liability for 
any direct, indirect or consequential losses or damages that may arise from the use or reliance of this report. Maybank Group 
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 entities whose securities are 
mentioned in this report. Any information, estimate, 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 and analysis made and information currently available to us as of the 
date of the publication 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 Group 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 sole use of Maybank Group’s clients and may not be altered in any way, published, circulated, 
reproduced, 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 the Maybank Group. Maybank Group 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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