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PMI, Coronavirus & Yuan 

 China’s manufacturing PMI jumps to 52.0 in March from 35.7 a month ago;

China urges local authorities to focus on asymptomatic coronavirus cases

 China calls for lower RRR for small & medium-sized banks, more infrastructure

bond sales by local authorities and other steps to spur economic growth

 The Fed announces establishment of a temporary FIMA Repo Facility; The DXY

Index is likely to decline amid sliding VIX Index and growing Fed balance sheet

 We maintain our short USD/CNH position as the PBoC has reiterated it will keep

the yuan exchange rate basically stable at a reasonable and equilibrium level

Asia Overview - Most EM Asian currencies advanced versus the dollar during 
Tuesday’s Asian session. The SGD and JPY gained 0.2% each. 

Both the CNY and the CNH rallied 0.3%. The KRW rebounded 0.5%, with USD/KRW 
likely to remain supported prior to local companies’ annual dividend payments due in 
April. The BoK increased its allocation in government bonds to 44.6% of its foreign-
currency assets in 2019 from 42.9% a year earlier, according to its annual report. 
The BoK said in a statement on Tuesday that it will offer USD 7.92bn of 84-day loans 
and USD 800mn of 7-day loans to banks in its first round of dollar injections starting 
2 April through a currency swap line signed with the Fed. South Korea reported a 
slight uptick in new cases of the novel coronavirus Tuesday, due to a steady rise in 
cluster infections and imported cases. The TWD edged down amid equity outflows. 
USD/TWD will likely trade in a range of 30.0-30.5 for now. Taiwan’s major property 
brokers said Tuesday that transactions shrank more than 10% yoy in February. 

The INR declined 0.2%. USD/INR will likely trade between 74 and 76 at the moment, 
following a broader market tone. India announced Tuesday that it plans to sell INR 
4.88tn of bonds in the six months to September or 62.5% of the budgeted INR 7.8tn, 
lower than market expectations. It could calm investor anxiety over excess supply. 
India’s fiscal deficit for April-February came in at INR 10.36tn, reaching 135.2% of an 
INR 7.67tn revised estimate for FY2019-20. The Economic Times newspaper 
reported Tuesday that India is close to finalizing a second economic relief package 
that may include tax concessions for industries hit hard by the coronavirus outbreak, 
particularly smaller firms and those involved in services and exports. The IDR 
advanced 0.2%. The Indonesian government will ease the budget deficit cap from 
this year until 2022 before returning it to 3% of GDP, as the country fights against the 
impact of the coronavirus outbreak. The MYR gained slightly. USD/MYR will likely 
trade lower towards 4.20 in the weeks ahead. Fitch Solutions on Tuesday warned of 
risks to Malaysia’s long-term growth and social security from financing its COVID-19 
stimulus by drawing on pension funds and relying on the private banking sector to 
absorb the economic shocks. The BNM said Tuesday that Malaysian banks’ asset 
quality remained sound in February, with overall net impaired loans ratio remaining 
stable at 1%. The PHP rose about 0.5%. USD/PHP will likely fluctuate between 50.5 
and 51.5 for now. The BSP expects March inflation to range 2.0% to 2.8% yoy, 
compared with 2.6% yoy in February. The THB dropped 0.4%. USD/THB is likely to 
trade between 32.0 and 33.0. Thailand’s economy is expected to experience its 
biggest contraction in Q2 from falling tourist arrivals, according to BoT Senior 
Director Don Nakornthab. 

Regional equity indices resided in the green on Tuesday. China’s SHCOMP index 
rose 0.11% amid USD 233.0mn of equity inflows, while India’s NIFTY50 index 
advanced 3.82%. South Korea’s KOSPI index increased 2.19% despite USD 
139.3mn of stock outflows. In the meantime, Taiwan’s TWSE index gained 0.82% as 
global funds reduced their holdings in local main board shares by USD 192.2mn on 
Tuesday. Malaysia’s KLCI index and Indonesia’s JCI index closed up 1.66% and 
2.82% respectively. Thailand’s SET index ended 3.50% higher in spite of USD 
50.5mn of equity outflows. 
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Fed Funds Rate, VIX Index and DXY Index 

(The COVID-19 Outbreak) 
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Contribution to A 16.3 Percentage Points Rise in 

China March Official Manufacturing PMI 
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China Official Manufacturing PMI By Enterprise 

Size: Large, Medium & Small 
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China •  China’s manufacturing PMI jumped to 52.0 in March from 35.7 a month ago, largely due to a record low base in February. We 
agree with the NBS that the March reading alone can’t tell an improved trend and doesn’t mean the Chinese economy has been back 
to normal. The state-run Economic Daily cited PBoC policy adviser Ma Jun as saying Tuesday that China shouldn’t set GDP growth 
target for 2020 as the nation’s economy faces huge uncertainty. 

In our view, the Chinese central bank will stick to its commitment to bolster the economy. The PBoC on Friday said in a statement after 
holding its Q1 policy meeting on 26 March that its prudent monetary policy needs to be more flexible and that it will increase counter-
cyclical adjustments in macroeconomic policy. 

We expect China to roll out more stimulus measures to shore up economic growth, after the central bank lowered its 7-day 
reverse repo rate by 20 bp to 2.20% on Monday. 

The State Council, China’s cabinet, called for lower RRR for small and medium-sized banks, more infrastructure bond sales by local 
authorities to support effective investment, and other steps including a two-year extension of subsidies and tax exemptions for new-
energy vehicle purchases, according to a State Council executive meeting presided over by Premier Li Keqiang on Tuesday. 

China will release data on asymptomatic coronavirus cases in the daily situation report starting 1 April. As of Tuesday, China has put 
1,541 people infected with the novel coronavirus but who don’t have symptoms under observation. Premier Li Keqiang said at a 
meeting on Covid-19 Monday that local governments should emphasize their ongoing efforts to monitor, track, isolate and treat cases 
of so-called "asymptomatic infection," in order to reduce loopholes in epidemic control work. 

China’s economy is expected to recover from the coronavirus outbreak in the second quarter after an economic standstill in 
the first one, which would attract equity and bond portfolio inflows and prop up the CNY and CNH afterwards.  

The Fed on Tuesday announced the establishment of a temporary FIMA Repo Facility, allowing FIMA account holders to enter into 
repo agreements with the US central bank. According to the statement, FIMA account holders temporarily exchange their USTs held 
with the Fed for the dollar liquidity, helping ease strains in global dollar funding markets and supporting the smooth functioning of the 
UST market by providing an alternative temporary source of dollars other than sales of securities in the open market. 

The DXY Index is likely to decline amid sliding VIX Index and growing Fed balance sheet, in our opinion. It will be supportive 
of EM Asian currencies, particularly those of North Asian economies that have brought the coronavirus outbreak under 
control compared to other regions in the world. 

On Tuesday morning, US President Donald Trump tweeted that Congress should pass a USD 2tn spending plan to revitalize the 
country's roads, bridges and other critical infrastructure, calling for it to be included in "Phase 4" of the country's measures to combat 
the impact of the COVID-19 crisis. It could improve global risk sentiment as well, along with stabilizing oil prices. 

We maintain our short USD/CNH position as the PBoC has reiterated it will keep the yuan exchange rate basically stable at a 
reasonable and equilibrium level. Since the beginning of this year, USD/CNY fixing has been set with a downward bias most 
of the time, with the aim of stabilizing the yuan exchange rate amid ongoing uncertainties surrounding the coronavirus 
outbreak. In addition, we stay with our short USD/MYR positioned entered at 4.30 on Tuesday. 

Northbound Daily Net Purchases of Mainland China Stocks 

Source: Bloomberg & Scotiabank FICC Strategy 

USD/CNY Fixing: Actual vs. Bloomberg Median Prediction 

Source: Bloomberg & Scotiabank FICC Strategy 
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