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On 8 October, the PBoC released a policy statement (PBoC's View on the RMB . +852 2826 5749

Exchange Rate), outlining its CNY exchange-rate policy stance. The statement Jeffrey.zhang@ca-cib.com

arrived during the two-day EU-China trade talks in Beijing and has likely served as

a response to mounting EU pressure on China to address the widening trade

imbalance (see our report China: rising EU trade imbalance and policy risks, 8

September for detailed analysis). Alongside this, the valuation of the CNY has

gained prominence with the EU arguing that its undervaluation gives Chinese

exporters a structural competitive advantage and contributes to China’s large trade

surpluses. In July, the IMF estimated that the CNY REER was undervalued by

17.3-25.3%. EU policymakers have cited estimates of 25-30%.

In our view, the PBoC is striving to balance external calls for a stronger currency
against the need to maintain stable domestic financial conditions and support
demand recovery and reflation.

Fundamentally, China’s trade surplus is likely to remain large, supported by
resilient external demand for Chinese goods while domestic demand remains
weak. However, export performance is increasingly K-shaped: strength is
concentrated in technology and green products, amid the global Al-capex boom
and energy-supply shocks, while momentum in other exports is more subdued.
These stronger export sectors are relatively capital-intensive and may generate
more limited employment spillovers. At the same time, Chinese yields remaining
below global yields continue to weigh on capital flows. Weak domestic demand
and persistent deflationary pressures remain genuine headwinds for the CNY.

PBoC tolerating CNY gains against the USD and peers | CNY REER has rebounded since mid-2025
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Accordingly, while the domestic backdrop presents genuine headwinds for the
CNY, the broad direction still points to gradual strengthening. The CNY has already
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appreciated approximately 9% against the USD since 2025. In our view, the CNY
appreciation is not a result of pressure from the EU or the IMF. Rather, the PBoC
used the occasion of the trade talks to restate its own longstanding approach of
gradually strengthening the currency while managing expectations to limit
excessive volatility that could undermine domestic financial stability. Further
appreciation is unlikely to be rapid or substantial. The statement suggests that the
PBoC is not targeting a rapid correction of the valuation gaps identified by
international institutions. We therefore expect gradual, managed CNY
strengthening to continue.

Following the release of the PBoC statement, today’s USD/CNY fixing showed no
clear break from the recent pattern. It remained consistent with the PBoC leaning
against broad USD strength and the CNY continuing to outperform other
currencies. The CNY trade-weighted index rose further to 103.6, its highest level
so far in 2026 and since 2022. Spot USD/CNY fell below 6.70 again, as the DXY
consolidated around 102 after rising by about 1% in recent days.

Looking ahead to year-end, we continue to expect USD/CNY to trend gradually
lower. While the USD is looking more supported, we expect the PBoC to continue
to push back against this. Heading into the end of the year, a pick-up of seasonal
remittances and strong FX settlement will remain an important source of strength
for the CNY. We maintain our USD/CNY forecast at 6.62 at end-2026 and 6.50 at
end-2027 (read more).

Low China yields weighing on capital flows Seasonal demand to support the CNY into year-end
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The key points from the PBoC’s statement

® China operates a managed floating exchange-rate regime based on market
supply and demand, with reference to a basket of currencies.

® The CNY has become more flexible over time, with increasingly evident two-
way movements.

® China neither needs nor intends to secure a trade advantage through currency
depreciation, and does not engage in competitive devaluation.

® Exchange rates are influenced by many factors — including economic growth,
monetary policy, financial markets, geopolitics and unexpected shocks — and
have no simple linear relationship with the current account.

® International methods for assessing equilibrium exchange rates remain
underdeveloped. Treating individual estimates as “official evidence” that the
RMB is undervalued misrepresents and misuses those findings.

® Global imbalances reflect the evolution of global supply chains, tensions
inherent in the international monetary system, and persistent fiscal deficits and
high consumption in some economies. Addressing them requires a collective
effort. Attributing weaker domestic competitiveness, reduced fiscal discipline
and complex structural problems to another country’s exchange rate deflects
responsibility for domestic adjustment.

® China has contributed positively to global rebalancing and will continue to
transform its growth model and deepen opening-up.

CDZ CREDIT AGRICOLE CIB


https://research.ca-cib.com/login?redirectAfterLoginUrl=%2Farticle%2Fdetails%2Ff5d78055-e78a-4c00-b06f-5813e0e695f9

Emerging Market Focus 09 October 2026 (14:48 CET)

Emerging Markets Research advanced tools

With Red Mount Analytics, we are setting a new standard for market intelligence

Emerging Markets ESG G10 FX Inflation FIVE MAIN ANGLES:

1 - Fundamentals

1. Fundamentals.
China Macro Dashboard: Now and Beyond %

EM Macro Rarker. Our convictions on the main markets.
Specific focuses on individual countries and
Korea Monitor % currencies. Transversal dashboards that

allow us to profile specific markets and

Sirigapore Monitor compare them to their peers.

Taiwan Monitor %

2. Forecasts and recommendations.
Turkey and TRY Monitor %
Fast-track access to our main EM
macroeconomic forecasts and FX
projections.

2 - Forecasts and Recommendations

Advanced Forecasts EM FX

T 3. Market monitor.

Check the market action. Seize EM
opportunities.

EM FX Action at a Glance

4 - Flows and Supply

4. Flows and supply.
EMEA Bonds: Secondary Market
Data on targeted markets, including volume
5 - Relative Value on the secondary market, liquidity, APAs and
maturity.

Asia FX heatmap

EM FX Portfolio 5. Relative value.
SGD NEER Dashboard Providing cheap/expensive metrics for EM
currencies and models on exchange rates.
Our models will show you how we express
our view in an EM FX Portfolio, or what’s hot
in Asian FX markets, among other metrics.

Source: RMA by Crédit Agricole CIB

CD? CREDIT AGRICOLE CIB


https://research.ca-cib.com/redmount-analytics/market-intelligence/report/fd688fd7-1189-4c71-8ccf-a2efc7ed0ef7
https://research.ca-cib.com/redmount-analytics/market-intelligence/report/fd688fd7-1189-4c71-8ccf-a2efc7ed0ef7

Emerging Market Focus 09 October 2026 (14:48 CET)

Global Markets Research contact details
Jean-Frangois Paren Head of Global Markets Research +33 1 41 89 33 95

Asia (Hong Kong, Singapore & Tokyo) Europe (London & Paris) Americas (New York)

Takuji Aida Ken Matsumoto Louis Harreau Valentin Giust Nicholas Van Ness **
> Chief Economist Japan Macro Strategist Japan Head of Developed Markets  Global Macro Strategist Chief US Economist
g +81 3 4580 5360 +81 3 4580 5337 Macro & Strategy +33 14189 30 01 +1212 261 7601
[ +33 141899895
7]
Jean-Francgois Perrin Guillaume Martin Alex Li**
Head of Rates and Inflation Interest Rates Strategist Head of US Rates Strategy
Research & Strategy +33 141 89 37 66 +1 212 261 3950
+33141897349 Riccardo Lamia
o Matthias Loise Interest Rates Strategist
E Inflation Strategist +33 141896383
b7 +33141892006 Monna Dimitrova
g Interest Rates Strategist
t +33 1418905 61
Xiaojia Zhi Jeffrey Zhang Sébastien Barbé Olga Yangol **
o Chief China Economist Emerging Market Strategist Head of Emerging Market Research & Strategy Head of Emerging Market
E Head of Research, Asia +852 2826 5749 +33141891597 Research & Strategy,
= ex-Japan Americas
= +852 2826 5725 v Jin Ki +1212 261 3953
= " eon Jin Kim
-5, gdd!e ('?‘Eheung_ CF'K‘A K Emerging Market Analyst
5 enior Emerging Market +852 2826 5756
£ Strategist
w +852 2826 1553
David Forrester Valentin Marinov Alexandre Dolci
Senior FX Strategist Head of G10 FX Research & FX Strategist
+65 6439 9826 Strategy +44 20 7214 5064

+44 20 7214 5289

Exchange

Alexandre Borel
Data Scientist
+33 157873427

=
)
i
©
[
n
(3]
12

** employee(s) of Crédit Agricole Securities (USA), Inc.
Certification

The views expressed in this report accurately reflect the personal views of the undersigned analyst(s). In addition, the undersigned analyst(s) has not and will not receive
any compensation for providing a specific recommendation or view in this report.

Xiaojia Zhi, Eddie Cheung CFA, Jeffrey Zhang

Important. Please note that in the United States, this fixed income research report is considered to be fixed income commentary and not fixed income research.
Notwithstanding this, the Crédit Agricole CIB Research Disclaimer that can be found at the end of this report applies to this report in the United States as if references to
research report were to fixed income commentary. Products and services are provided in the United States through Crédit Agricole Securities (USA), Inc.

Foreign exchange disclosure statement to clients of CACIB
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Additional recommendation obligations — available from analyst(s) upon request:
®  Alist of all the recommendation changes on any financial instrument or issuer disseminated within the last 12 months.

®  Where Crédit Agricole CIB is a market-maker or liquidity provider in the financial instruments of the issuer.

Valuation and methodology

Based on their expertise, each analyst defines the information that is relevant to produce their recommendations. This information may change over time. All
recommendations focus on FX and fixed income instruments, either spot, cash or derivate markets. Crédit Agricole CIB is currently disclosing investment recommendations
either at the issuer level, at the financial instrument level or at the country level. Credit Agricole CIB investment recommendations are based on a risk and reward analysis:

(] Risk analysis may be conducted at the financial instruments level. Among the information normally used to define the risks, are (1) publications produced by other
research teams within Crédit Agricole CIB (Economics, FX, Credit Research, Interest rate), (2) country analysis, (3) regulatory filings; (4) regular discussions with
relevant stakeholders such as experts or regulatory bodies or (5) any other publicly available sources.

[ Reward analysis is usually based on valuation models. Valuation may be based on proprietary models or external models provided by sources considered as reliable
(eg, Bloomberg). Among other factors, valuation models may be based on relative value models, quantitative models, cross-asset models.

) Investment recommendations may also be based on other technical aspects, including positioning flows and observing the market and underlying movements in
particular instruments or issuers. This analysis will take into account key criteria such as market liquidity of the financial instrument at the time of production of the
recommendation.

Any change in recommendation is disclosed via specific documents indicating both the new and the previous recommendation and the rationale backing the change.

Credit Agricole CIB expressly disclaims any responsibility for: (i) the accuracy of the models or estimates used in deriving the recommendations; (ii) any errors or omissions
in computing or disseminating the valuations: and (iii) any uses to which the recommendations are put. Any valuation provided may be different from the valuation of the
same product that Credit Agricole CIB may use for its own purposes, including those prepared in its own financial records.
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