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RMB Watch

Yuan Swings Could Continue

Recovery Prospects Take A Hit with Lockdowns Analysts
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e At home, the effects of sporadic lockdowns in China
became more evident with reports of a sharp drop in
congestion levels based on Baidu data, 26%y/y drop in
tourism revenue for Golden Week (Ministry of Culture and
Tourism), 36%y/y drop in trips taken via railways, roads,
water and plan over the same period as well as a plunge of
cinema ticket sales. China’s quest for zero-Covid could
hamper the recovery in domestic demand. The recent
deterioration in the Caixin Services PMI to a contractionary
49.3 vs. previous 55.0 is a sign of lockdowns taking its toll
on the services sector.

e We remain cautiously optimistic and believe the lockdowns
of late are meant to ensure a picture-perfect narrative (no
rampant outbreaks) for President Xi Jinping to begin his
unprecedented third term after the upcoming Party
Congress. He may shift the narrative and begin his third
term on a more upbeat tone by providing some conditions
to exit the current framework of Covid management. This
would be most impactful in terms of reviving animal
spirits, mitigate growth fears and yuan losses.

What We Watch (10 - 24 Oct):

Date Data/Events
10-15 Oct éﬁﬁﬁ?ate financing, New Yuan Loans, Money Sep
13- 15 Oct 1Y MLF Oct
14 Oct CPI, PPI Sep
14 Oct Trade Sep
18 Oct IP, 3Q GDP, retail sales, FAI ex rural Sep
20 Oct Loan Prime Rates Oct
21 Oct FX Net Settlement Sep
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Where Has RMB Been?

In the absence of onshore, USDCNH drifted to a low of 7.0127 before
retracing back to levels around 7.15 as we write again. Pair continues
to track the broader USD movement.

USD Remains Broadly Buoyant on Hawkish Fed and Strong Data

While onshore markets in mainland China are out for a week-long break,
the FX market had a period of relative calm. RBA’s decision to hike its cash
target rate by a smaller-than-expected 25bps on 4 Oct inspired markets to
trade on the peak-hawkishness narrative for the Fed, egged on by the
sharp 1.1mn (10%) fall in job openings to 10.05mn for Aug. UK Chancellor
Kwarteng’s u-turn on the abolishment of top income tax rate and BoE’s
support for its gilts market also provided some anchor for broader
sentiment. That breather did not last long. Towards the end of last week,
Fed officials’ consistently hawkish rhetoric and the latest NFP print for Sep
had markets almost fully pricing in a 75bps hike at the Nov FOMC meeting
and lifted the USD against most currencies (EM or DM) including the yuan.

Ramp-Up of Lockdowns To Limit Recovery

At home, the effects of sporadic lockdowns in China became more evident
with reports of a sharp drop in congestion levels, 26% drop in tourism
revenue vs. Golden Week last year reported by the Ministry of Culture and
Tourism, 36%y/y drop in trips taken via railways, roads, water and plan
over the same period as well as a plunge in cinema ticket sales
(Bloomberg). China’s quest for zero-Covid could hamper the recovery in
domestic demand. The recent deterioration in the Caixin Services PMI to
a contractionary 49.3 vs. previous 55.0 is a sign of lockdowns taking its toll
on the services sector.

Activities Are Affected by Lockdowns/Global Growth Slowdown

Services and Manufacturing Sectors Take a Toll from
Lockdowns, Global Growth Slowdown
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Source: Bloomberg, S&P Global

Apart from mass-testing and lockdowns, China also saw a need to maintain a
picture of relative calm by pushing back against USD strength with the use of
multiple tools before the Golden Week break as we have covered in the last
note. PBoC’s efforts to support the yuan also limited the dollar’s advance
against most other currencies.
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PBoC Has Been Limiting the Advance of the USD
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Source: Bloomberg, Maybank FX Research & Strategy
This morning, PBoC fixed USDCNY reference rate -239pips lower than
median estimate, extending its strong fixing bias for the 28%" session.
Interestingly, the Golden week break as well as partial USD retracement
allowed a reset on the extent of the fixing bias. As a result, the fixing bias
is considerably smaller than what was observed before the Golden Week
(around 400-800pips).
Strong fixing bias continues but to a Smaller Extent
PBoC Has Been Fixing the Yuan Stronger
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Source: Bloomberg, Maybank FX Research & Strategy

Regardless, USDCNH may continue to remain buoyant, taking the cue of
the broader USD direction and potential for wider growth differential. On
the growth front, PBoC reported a net CNY108.2bn of liquidity provided
via the Pledged Supplementary Lending for Sep.
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US-CH 10y yield differential Remains Wide, Underpinning the USDCNY
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Against the basket, yuan may continue to display more resilience.
CNY TWI is relatively more stable Vs. USDCNY
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While many argued that there is no sign of a change to the dynamic Covid-
zero strategy given the recent ramp-up in lockdowns, we reckon the step-
up in lockdowns of late could also be meant to ensure a picture-perfect
narrative (no rampant outbreaks) for President Xi Jinping to begin his
unprecedented third term after the upcoming Party Congress. He may
want to shift the narrative and begin his third term on a more upbeat tone
by providing some conditions/timeline to exit the current framework of
Covid management. This would be the most impactful in terms of reviving
animal spirits and mitigate growth fears. As such we remain wary of
chasing the yuan bears and look for further two-way swings for USDCNH
as well as USDCNY with most action likely to happen within the broader
7.00-7.25 range.
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The Chinese government could probably start with the approval of clinical
trials of Sinopharm’s Omicron-specific mMRNA Covid-19 vaccine. Application
for clinical trials were submitted in mid-Aug and should the government
provide a signal of greater confidence in the vaccine. Any confirmation
of a roll-out in the mRNA vaccine would probably be nearer the turn of
the year.

Right now, the tolerance for Covid cases is rather low. The aim is still to
stop the spread of Covid and to stamp it out completely. Threshold to
trigger a major lockdown could be shifted stealthily and gradually. A shift
of focus from Covid cases to hospitalization rate would mark the next
milestone. We expect this to occur sometime in 1H 2023.

We envisage a scenario where conditions supporting an eventual Covid-
zero exit becomes clearer over time (potential hints at the Party Congress)
in our outlook for the yuan but significant challenges on unwinding Covid-
zero (e.g., low elderly vaccination rate) would imply a slow process. As
such, initial positivity could even fizzle out at some point in 4Q before
regaining traction as markets gain better visibility of policies thereafter.
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USDCNH (Daily) - Two-Way Swings
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USDCNH was last at 7.1535.

There are mixed technical
signals at this point. MACD
shows waning bearish
momentum while
stochastics remained on
the decline.

We see two-way action
likely with resistance seen
around 7.1750 before the
next at 7.2160 and then at
7.2670.

Support  seen  around
7.1140 before the next at
7.0740 and then at 7.0190.

EURCNH was last seen
around 6.9360, finding
support at the 50-dma
thereabouts.

MACD remains a tad
bearish for this cross and
stochastics show signs of
turning lower as well.

Next support is seen
around 6.8610 before
6.8360. Resistance  at
7.0735 before 7.1550.
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MYRCNH (Daily) - Bullish Bias MYRCNH slipped to a low of
1.5140 before rebounding
0.05(1.5697 back to levels around
1.5380 as we write.

23.65(1.5550) This cross could remain in
volatile swings with
bearish momentum on the
MACD waning and
stochastics  approaching
oversold conditions at this
point.

1.5382 MYRCNH

This cross may need to
clear the 1.5390-resistance
before making its way
towards the next at
1.5460. Support at 1.5310
before 1.5220.

SGDCNH hovered around
4.9760. This cross could
remain in two-way trades
within the 4.93-5.02 range
although risk is to the
upside ahead of the MAS
policy decision where
tightening is widely
expected.

5.0000

Next resistance is seen
around 5.0430.

Oct 10, 2022 7



FX Research @) Mmaybank

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 circumstances 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 0D 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 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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