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X . China’s leftist approach NOMURA Three reasons.... A) China already does this NOMURA
RMB regime change — a leftist approach
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... B) Japan terrifies, and C) Asia inspires NOMURA Implications, 1 & 2 NOMURA Implications, 3 & 4 NOMURA
KRW-NEER versus output gaj 1. a. Significant reserve loss (e.g. Malaysia) 1. In the event USD/CNY is allowed to rise,
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Since end-2004 Korea has accumulated USD160bn+ in reserves, (USDIKRW was at 1,035 at end
2004), and the NEER has fallen >20%. 0
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Implications, 5 & 6 NOMURA Implications, 7 & 8 NOMURA Implications, 9 &10 NOMURA

5. If China manages its FX rate to provide counter-cyclical support = risk of trade sanctions in

7. This could ultimately result in an effective CNY bloc in Asia.
‘new normal’ world.

9. The whole process may prove difficult to control. Liberalization may beget more
liberalization, which could contribute to altering the Chinese economic and political system.

. : : ) 8. Chinese monetary policy may emerge as a second pole or anchor for the globe.
Prevalent role of CNY in most regional NEERs will lead to greater an tentially explosive
6 tondam A;:n"pf ost regiof s willlead to greater and potentially explosive 10. If the Chinese seek to retain or regain control over the CNY, liberalization efforts may not be

one-way; as we have found in the cases of Korea, Taiwan, and Indonesia.
6. 2. CNY NEER* basket 6.b. USD coefficient (in HFP test) and BIS weights
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X Time trend of USD/CNY NOMURA Impact of G3 on Asian NEERs: High Frequency Pegging test and BIS NOMURA
RMB regime change — APPENDICES
Contribution of USD, EUR, JPY and CNY in
Time trend of USD/CN Asian BIS-NEER baskets
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China: NEER effect in 2012 NOMURA Spot CNY vs Fix; Asia exports to GDP NOMURA Evidence of counter-cyclical behaviour in Asia NOMURA
outp 0 changes in aaline Inflation an Core Inflation an
3 — J— 200 Output Gap (IP) vs.
— N 6ss NEER ——USDONY fix — USDGNY Spotclase Soon SExpors1zmrsiig(%COR YoY Changes
o o0 /_,'\ o 00 singapore 57% singapore 4%
e . e Thailand 2% Philippines 2%
o - M ~ 2o Philippines 0% Thailand 22%
o
633 0% Malaysia 2% Indonesia %
s I~ 630 an I I I india 2% china 2%
s - o indonesia 13% india 3%
annnlll
620 @ E Korea 53% Korea 78%
'
e ——
1 NEER ke s o CCY.CY, oasd o mach USDGNYBn 4 n 2012 2 asoie
2 N ke o COYCRY. et o Pl USICNY o s 212 . i ey,
‘Source - Nomura, Bloomberg, CEIC 12 ‘Saurce : Nomura, Bloomberg, CEIC = ‘Source : Nomura, Bloomberg, CEIC i

i . collecively, e Nomura Groug), e Moreover,
nc., Nomura » e e, - e S 1 on the value or price of, or ncome derived from, the investment.
e it e I L S S e
e i
e svatabiy of » lecot st sl ey b ety g ed o oy e o
rine svalaniiy ofresesre onal confietointerest disciosures BN e by 1 AR e, Wancees 1 AW Conyie P, Nk, D B (NG, DUt i, Maie Dlanch (NI Mok g NI hso, Banc (i o, ot e o o e, be.
A e s g o T T
e T i
contained herein, Any comments or 1585, 1934, -
e et i
DS ey e S S B
g ot e o o oo e o [
——— i e e i e e RS o,
" e o i s e
e : - e ] e s " v o
e S e o ettt
e e e e ey g e o e,y B o s ey e
. et st
e
b : T e e o o el
e
T e
Reei et
L e e
S




