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Room For AXJs To Climb Higher 

 

 

 

 

Bias to Long-IDR vs. Short-PHP 

It has been a choppy two weeks for the ASEAN currencies. ASEAN FX 
was roiled by geopolitical concerns (over Trump-Kim summit); trade 
tensions (over NAFTA, Sino-US trade negotiations); and emerging 
market risks triggered by Turkey and Venezuela. With global risk 
aversion easing somewhat, there could be room for the AXJs to climb 
higher. At the same time, our expectations of a USD pullback should 
be supportive of the AXJs. The BI’s commitment to “calibrate 
developments, domestic and global, to make use of available space 
for higher rates in a measured way” leaves the door open to more 
hikes if necessary, helping the IDR mitigate some of the risks from its 
twin deficits. There could be further downside bias to the USDIDR in 
the two weeks ahead. We need to see strong support at the 13870 
levels cleared for further downside towards the 13700-levels. 
Otherwise, the USDIDR could stay in consolidative mode. In contrast, 
concerns over the lack of follow-through from the Philippines central 
bank amid rising inflation and market tantrums are weighing on the 
PHP. This reinforces the perception that the BSP is “behind the 
curve” in anchoring inflationary expectations and is likely to weigh 
the PHP. We are bias to long-IDR and short-PHP. Our in-house model 
implies that SGD NEER is trading 0.72% above the implied midpoint of 
1.3471, suggesting it is on the stronger side of the SGD vs. other 
trading partner currencies. 

SGD, PHP & VND Are More Vulnerable To China Trade Disruption 

There are increasing concerns that trade tension could escalate into 
a trade war. Eyes will be on the Sino-US trade negotiations this 
weekend. A deal between the world’s two largest economies will 
improve sentiments and be positive for the AXJs. However, should 
negotiations break down with no deal in sight and Trump tariffs 
beckons, trade tensions could escalate on fears of a trade war. 
Should this happen, the impact on ASEAN FX will not be homogenous. 
This is because of the different level of exposure that ASEAN 
economies have to China. SGD, PHP and VND are likely to be more 
vulnerable to China trade disruption due to their increase exposure 
of their export to the Chinese markets from 2012 to 2017 compared 
to the IDR, INR, MYR and THB. 
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Flavour of the Week:   Impact Of China Trade Disruption 
From Trump Tariffs On ASEAN FX Not Homogenous 

 
• The Trump tariff on steel and aluminium from Canada, EU and Mexico 

and the reciprocal tariffs imposed by China have heightened concerns 
that a trade war could be in the making. Markets in Asia have not 
reacted excessively to the news. It appears that investors are watching 
the Sino-US trade negotiations this weekend before deciding their next 
moves. A deal between the world’s two largest economies will improve 
sentiments and be positive for the AXJs.  
 

• However, should negotiations break down with no deal in sight and 
Trump tariffs beckons, trade tensions could escalate on fears of a trade 
war. Should this happen, the impact on ASEAN FX will not be 
homogenous. This is because of the different level of exposure that 
ASEAN economies have to China. 

 
 

Chart 1: Singapore, Philippines & Vietnam Have Become More Exposed  
             To China 

 
Note: (1) Exposure to US or China (+HK) is defined as the proportion of a 
country’s exports to US or China (+HK) to the individual country’s total exports. 
(2) We combine exports to China and HK to represent total exports to China as 
the exports to HK tend to be transhipped to China for further processing. (3) 
Caveat here is that the analysis does not take into account shipments from ASEAN 
to China for re-exports to the US due to limited data. 
Source: Bloomberg, Maybank FX Research & Strategy 

 
 
• From our analysis using ASEAN, Vietnam and India export to China (+HK) 

and US (as a proportion of total exports of each individual economy), 
Singapore, Vietnam and the Philippines have seen the share of exports 
to China rise since 2012 (chart 1). This suggests that should there be a 
trade disruption due to Trump tariffs on China, the FXs of these 
economies are likely to face the most pressure compared to the rest of 
their peers. 

 
• Indonesia, India, Malaysia and Thailand are not as exposed to China. 

Instead, during the 2012-2017 period, their share of exports to the US 
has increased while that to China has remained relatively stable. The 
analysis appears to indicate that the currencies of these economies are 
likely to be less impacted by any trade disruption in the China trade 
due to Trump tariffs. 
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• In short, the SGD, PHP and VND are likely to be more vulnerable to 
China trade disruption due to their increase exposure of their exports 
to the Chinese markets compared to the IDR, INR, MYR and THB.  
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Key Data and Events Ahead 

 
4-10 Jun 11-17 Jun 

  ·        Mon: - Nil - ·          Mon: Core Machine Orders (Apr), Machine Tool Orders 

                     (May P) 

  ·        Tue: Household Spending (Apr), Nikkei PMI Services &  ·          Tue: PPI (May), Tertiary Industry Index (Apr) 

                   Composite (May)   

Japan ·        Wed: Labor Cash Earnings (Apr) ·          Wed: - Nil - 

  ·       Thu: -Nil - ·          Thu: Industrial Production, Capacity Utilization (Apr) 

  ·        Fri: GDP (1Q F), Current Account (Apr) ·          Fri:  BOJ Policy Balance Rate 

  ·       Mon: - Nil - ·          Mon: FDI (May - due 11-18 Jun) 

  ·        Tue: Caixin PMI Composite & Services (May) ·          Tue: Money Supply, Aggregate Financing, New Yuan 

China                                   Loans (May - due 11-15 Jun) 

  ·        Wed: - Nil - ·          Wed: - Nil - 

  ·       Thu: Foreign Reserves (May) 
·          Thu: Retail Sales, Industrial Production, FAI Urban                     
                  (May) 

  ·        Fri: Trade (May), FDI (May - due 8-18 Jun) ·          Fri: - Nil - 

  ·        Sat: CPI, PPI (May) ·         Sat: - Nil - 

  ·        Mon: - Nil – ·          Mon: - Nil - 

  ·        Tue: Foreign Reserves (May), Current Account (Apr) ·          Tue: - Nil - 

South Korea ·        Wed: Public Holiday ·          Wed: Public Holiday 

  ·       Thu: - Nil -  ·          Thu: - Nil - 

  ·       Fri: - Nil - ·        Fri: Unemployment Rate (May) 

  ·        Mon: PMI (May) ·          Mon: - Nil - 

  ·        Tue: Nikkei PMI (May) ·          Tue: Retail Sales (Apr) 

Singapore ·        Wed: - Nil – ·          Wed: - Nil - 

  ·        Thu: Foreign Reserves (May) ·          Thu: - Nil - 

  ·        Fri: - Nil -  ·        Fri: Public Holiday 

  ·        Mon: Nikkei PMI (May) ·          Mon: Industrial Production (Apr) 

  ·        Tue: Trade (Apr) ·          Tue: - Nil - 

Malaysia ·        Wed: - Nil - ·          Wed: - Nil - 

  ·        Thu: Foreign Reserves (31 May) ·          Thu: - Nil - 

  ·        Fri: - Nil - ·          Fri: Public Holiday 

  ·        Mon: CPI, Nikkei PMI (May) ·         Mon: Public Holiday 

  ·        Tue: - Nil – ·          Tue: Public Holiday 

Indonesia ·        Wed: - Nil – ·          Wed: Public Holiday 

  ·       Thu: - Nil -  ·          Thu: Public Holiday 

  ·       Fri: Foreign Reserves (May) ·         Fri: Public Holiday 

  ·        Mon: Unemployment Rate (Apr) ·         Mon:  - Nil - 

  ·        Tue: CPI (May)  ·          Tue: Public Holiday 

Philippines ·        Wed: - Nil - ·          Wed: - Nil – 

  ·       Thu: Foreign Reserves (May) ·          Thu: - Nil - 

  ·        Fri: Trade (Apr) ·          Fri: Overseas Remittances (Apr) 

  ·        Mon: - - Nil – ·          Mon: - Nil - 

  ·        Tue: - Nil – ·          Tue: - Nil - 

Thailand ·        Wed: - Nil - ·          Wed: - Nil – 

  ·        Thu: - Nil - ·          Thu: - Nil - 

  ·        Fri: Foreign Reserves (1 Jun) ·          Fri: Foreign Reserves (8 Jun) 

  ·        Mon: - Nil - ·          Mon: - Nil - 

  ·        Tue: Nikkei PMI Services & Composite (May) ·          Tue: CPI (May), Industrial Production (Apr) 

India ·        Wed: RBI Repurchase Rate ·          Wed: - Nil - 

  ·       Thu: - Nil - ·          Thu: Wholesale Prices (May) 

  ·        Fri: - Nil -  ·          Fri: Trade (May) 

  ·       Mon: - Nil -  ·          Mon: - Nil - 

  ·        Tue: - Nil – ·          Tue: - Nil - 

Vietnam ·        Wed: - Nil - ·          Wed: - Nil – 

  ·       Thu: - Nil -  ·          Thu:- Nil – 

  ·       Fri: - Nil - ·         Fri: - Nil - 
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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 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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