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RMB Watch

Retracement Risks

Yuan Gets A Breather
Key Points:

USDCNH touched a high of 6.9971 on 7 Sep before tapering
off, last seen at levels around 6.94 (as of 12 Sep). USD
strength has eased on better risk sentiments and ECB-Fed
monetary policy catch-up. After 13 consecutive sessions of
strong yuan fixes (as of 9 Sep), we watch the USDCNY
reference rate fix very closely on Tue (13 Sep). Given the
recent USD retracement, PBoC may want to take the
opportunity of this breather to bring the USDCNY more
significantly lower with another strong yuan fix tomorrow
before USDCNY and USDCNH are subjected to further
market volatility thereafter in light upcoming data
releases (US CPI, China’s Aug activity).

It is possible that the Chinese authorities wanted to rein in
yuan weakness to maintain stability in the financial markets
ahead of Party Congress. There are also views that Xi’s
overseas trips to Kazakhstan and then to Uzbekistan for a
meeting with Putin meeting could also be a show of
confidence. This meeting is made even more significant in the
backdrop of Ukraine’s recent declaration of having broken
through Russia’s defence and retaking territories from Russia.
As such, we also eye the Xi-Putin meeting rather closely for
any signs of stronger alliance or a pivot in geopolitical
developments.

PBoC’s MLF operation this week will also be watched. A
benign inflation environment should keep the option of rate
cuts on the table. That said, with so much effort put into
stabilizing the yuan recently, PBoC is neither likely to cut MLF
rate nor provide a surplus of liquidity injection that could
widen the Fed-PBoC divergence in favour of the greenback
and undo efforts to prop up the yuan this week.

What We Watch (12 - 26 Sep):

Date Data/Events
11-18 Sep  FDI Aug
13-16 Sep = MLF Sep
16 Sep Inlzvsﬁga:ies;lreizésex rural FAI, jobless rate, Aug
20 Sep 1Y,5Y LPR Aug
22 Sep SWIFT Global Payments Aug
23 Sep FX Net Settlement- Clients Aug
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Where Has RMB Been?

Concerns on China’s growth and the energy crunch in Europe have lifted
the USDCNH to a high of 6.9971 on 7 Sep. This pair has since tapered
off, last seen at levels around 6.94 (as of 12 Sep).

Fighting One-Way Bets

As of 9 Sep (last Fri), PBoC has had thirteen consecutive sessuibs of strong
fixing signal to stabilize the yuan. Whilst not bringing USDCNH significantly
lower, stronger signalling from PBoC appears to be slowing the USDCNH
rally.

Foreign Exchange Reserve Ratio Cut

PBoC also lowered forex reserve ratio by 2ppt to 6% with effect from 15
Sep. The last cut was done in late Apr (during the Shanghai lockdown) and
served as intermittent brakes for yuan bears. Thus far, strong yuan fixes
and forex RR cuts to slow but not reverse yuan depreciation, especially in
a strong USD environment. The USDCNH-USDCNY gap remains relatively
well behaver and narrow recently, compared to the widening seen during
the Shanghai lockdown.

PBoC Keeps Yuan from Falling too Fast Before Party Congress

PBoC Has Been Fixing the Yuan Stronger;
USDCNH-USDCNY Gap Steadies
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It is worth noting that there is no particular level that PBoC defends.
Doing so would only encourage further speculation against the yuan. As
such, the USDCNY fix direction is largely still aligned with broader FX
direction such as the broad USD moves.

Should the USD and UST yields continue to rise further, China may choose
to drop the forex reserve ratio further from the current 6% in order to raise
the supply of foreign currencies. Another tool that China can use is the
issuance of yuan bills to tighten liquidity conditions in the offshore market,
more specifically Hong Kong. That is not done very frequently and is only
used in very volatile market conditions.

Ensuring a Semblance of Stability Ahead of the 20" Party Congress

The Chinese Communist Party will hold its Party Congress (formally known as
the 20th National Congress of the Chinese Communist Party) on the 16th Oct
2022. This event will witness a review of the work done since the 19th National
Congress (past five years), chart the course for the future and elect new
central leadership. Xi Jinping will also break the party’s tradition to secure a
third term as President and also the unspoken retirement age of 68 years old.
Ahead of such a momentous political event, the Chinese officials seem keen
to rein in yuan depreciation as a way to maintain stability in the financial
markets.

Politburo (25)

ntral Committee (205 full membexs,
171 alternate members)

National Congress (2300)

Grassroots (96 million)

Source: SCMP, Maybank Research & Strategy

President Xi also announced his first overseas trip since Jan 2020, visiting
Kazakhstan on 14 Sep before making his way to Uzbekistan to attend the
Shanghai Cooperation Organisation summit where he will also meet Putin. Xi
Jinping seems keen on projecting confidence of achieving political stability
already. Eyes on this Xi-Putin meeting in Uzbekistan this week especially in
the backdrop of Ukraine successfully taking back more territories from Russia,
most recently the town of Velykyi Burlukm, east of Kharkiv region. In
particular, we look for any cues for stronger alliance or a pivot in geopolitical
developments.
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Breather for Yuan

Leadership changes were smooth in the past. Recall that the powerful
politburo standing committee used to consist of 9 members but has been
reduced to 7 at the 18t Party Congress in 2012. Even so, both the 18t and
the 19t Party Congress (2017) happened in an environment of relative
calm. The yuan was stable before and after the events while local bourses
also did not react too negatively.

2022 is set to be vastly different where the economy is still being afflicted
by the pandemic and lockdowns and the rest of the world faces high
inflation and supply chain bottlenecks. Notwithstanding some
retracement risks for the USDCNY due to broad USD moves, yuan may
remain under pressure. it is thus likely that PBoC will continue to push
back against yuan weakness, albeit short of defending any specific level
such as the 7-figure between now and the start of the Party Congress
on 16 Oct.

@) Mmaybank

Fig. 4: Yuan was rather stable throughout in the two Fig. 5: The local bourse was not under much pressure

Party Congress Events ahead of the events

CNY Performance Before and After Party Congress Shanghai Composite Before and After Party Congress

103 : 106

102
104
102
101 102
101
100
100

100 98

99
96
99

98
-30-27-24-21-18-15-12 -9 -6 -3

94

i
i
i
i
I
i
0

e SHCOMP -2012

CNYUSD - 2012

CNYUSD - 2017

I
1
1
1
1
I

1

3 6 9 121518 212427 30 -30-27-24-21-18-15-12-9 -6 -3 0 3 6 9 12 1518 21 24 27 30

e SHCOMP -2017

Source: Bloomberg, Maybank FX Research & Strategy Source: Bloomberg, Maybank FX Research & Strategy
Note: Day 0 denotes the date on which Party Congress Note: Day O denotes the date on which Party Congress
Started and prices are indexed to 100 for that day. Started and prices are indexed to 100 for that day.

PBoC May Take This Moment of USD Softness to Bring the USDCNY Lower
Before Volatility Ensue Thereafter

Within the week however, we watch the USDCNY reference rate fix very
closely on Tue (13 Sep) after onshore markets are back from mid-autumn
festival break (as indicated in our FX daily this morning). Given the recent
USD retracement, PBoC may want to take the opportunity of this
breather to bring the USDCNY more significantly lower with another
strong yuan fix tomorrow. There are quite a number of data releases that
can swing the USDCNY and USDCNH for the rest of the week, namely
inflation prints from the US on Tue and Eurozone CPI prints as well as
China’s own activity data for Aug on Fri.

PBoC’s MLF operation this week will be watched. In 2021, PBoC had cut RRR
to plug the liquidity gap whenever there is a huge MLF due for maturity. A
benign inflation environment should keep the option of rate cuts on the table.
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That said, with so much effort put into stabilizing the yuan recently, PBoC is
neither likely to cut MLF rate nor provide a surplus of liquidity injection that
could widen the Fed-PBoC divergence in favour of the greenback and undo
efforts to prop up the yuan this week.
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USDCNH (Daily) - Bullish Momentum Moderates
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USDCNH was last at 6.9260,
retracing from recent high
of 6.9971. Bullish
momentum has waned and
stochastics show signs of
turning lower from
overbought conditions.

Next support is seen
around 6.8886 (21-dma,
38.2% Fibonacci

retracement of the) before
the next at 6.8570.

EURCNH broke out higher
this morning on a
combination of hawkish
ECB comments as well as
Ukraine’s success in taking
back key territories in
Kharkiv.

This cross was last seen
around 7.0540, testing the
200-dma. Momentum is
bullish and thus we do not
rule out further extension
beyond this resistance
level towards the 7.10.

That said, stochastics have
entered into overbought
conditions and this could
mean that further gains
could slow and
retracements should not
be ruled out. Support at
6.9820.
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MYRCNH (Daily) - Bearish Retracements MYRCNH slipped over the

; past few days, weighed by
the crude oil decline, last
seen around 1.5380.

Bullish momentum
indicators on the daily
chart has been waning and
stochastics also show signs
of falling from overbought
conditions.

Support at 1.5360 (21-dma)
before the next at 1.5270
(100-dma). Resistance at
1.5430 (38.2% Fibonacci
retracement of the Aug
rally) before Aug high of
1.5538.

SGDCNH is last seen around
49610, still at elevated
levels. A rising wedge has
formed for this cross
which typically precedes
bearish retracement
risks.

5.0000

Strong resistance is seen
around 4.9666 while
support is seen around
49380 (21-dma) before
the next at 4.8925 (50-
dma).

Legend: Orange Line = 21-sma; Blue dash = 50-sma, green dash = 200-sma; red solid = 100-sma

Sep 12, 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 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
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 comple teness 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
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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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