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RMB: Parsing the impact of Sino-US issues  
 
 Developments on the Sino-US front have taken a back seat in the past weeks, 

overshadowed first by the optimism of re-opening economies and then by the 
re-emergence of the COVID-19 concerns. Fundamentally, we expect that: 
 

1. It will not fade too far into the background. Instead, it will rear its 
head periodically, especially towards the US election season. 

2. Neither side is keen to be seen as wanting to negate the Phase 1 
trade deal. Therefore, the exchanges will be limited to heated rhetoric 
and low-impact policy tweaks, with no outright escalation of conflict.  

 
 Translated to the FX space, so long as these two expectations hold, we see: 

 
1. The tail-end risk of the USD-CNY breaching the 7.2000 level as 

limited, especially in the context of near term USD sogginess. 
2. Persistent, lingering negativity from the issue to weigh down on the 

RMB complex, but leave the rest of USD-Asia relatively unscathed.  
  

 Taken together, we expect the underperformance of the RMB relative to the 
rest of the Asian currencies to persist in the 1-3m horizon, especially if the 
rhetoric heats up again. This underperformance has been reflected in the 
lock-step decline in the CFETS RMB Index alongside the DXY Index, with a 
correlation of more than 0.90 at this stage. Furthermore, the sentiment 
surrounding China is not completely positive, even in a period of growing risk 
positive sentiment. This could be seen in through the persistent implied equity 
outflow momentum, which failed to moderate in-line with the rest of EM Asia.  
  

 This narrative between the RMB and the other Asian currencies is applicable 
to the SGD as well. Thus, we continue to expect the SGD-CNY to show an 
upward bias beyond the immediate horizon.  
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in part to any 
other person without our prior written consent. This publication should not be construed as an offer or solicitation for the subscription, purchase 

or sale of the securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and economic trends of the 
markets provided is not necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained 
herein has been compiled from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained 

in this publication is not untrue or misleading at the time of publication, we cannot guarantee and we make no representation  as to its accuracy 
or completeness, and you should not act on it without first independently verifying its contents. The securities/instruments mentioned in this 
publication may not be suitable for investment by all investors. Any opinion or estimate contained in this report is subject to change without 

notice. We have not given any consideration to and we have not made any investigation of the investment objectives, financial situation or 
particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is 
accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or 

opinion or estimate. This publication may cover a wide range of topics and is not intended to be a comprehensive study or to provide any 
recommendation or advice on personal investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for 
specific advice concerning individual situations. Please seek advice from a financial adviser regarding the suitability of any investment product 

taking into account your specific investment objectives, financial situation or particular needs before you make a commitment  to purchase the 
investment product. OCBC Bank, its related companies, their respective directors and/or employees (collectively “Related Persons”) may or 
might have in the future interests in the investment products or the issuers mentioned herein. Such interests include effecting transactions in 

such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC Bank and its Related 
Persons may also be related to, and receive fees from, providers of such investment products. 

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute, 
deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such report, part thereof and 

information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity , subsidiary 
entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, 
you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to 

the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014) 
(“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be 
liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without 

limitation, MiFID II, as implemented in any jurisdiction). 
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