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CHINA MERCHANTS SECURITIES (HK)

2010 Exchange Rate: RMB Tracking 5% Appreciation Trend

Macroeconomic Report — Spring 2010

We expect RMB will appreciate about 5% against the U.S. dollar in 2010. We Dr. David XIE
believe that the RMB exchange rate, as an important policy variable, is mainly (86-755) 82943724
determined by export-related employment and social stability. Accordingly, xieyx@cmschina.com.cn
RMB has met the preconditions to exit from the "abnormal™ policy and back to a

steady appreciation trend. RMB may appreciate by 5% in 2010; any appreciation Dr. Cliff ZHAO
will be slow and gradual. In the current circumstances, the one-off appreciation (852) 31896126

not only lacks the theoretical basis but also the policy seriousness, thus has a low wenlizhao@cmschina.com.cn

probability. However, the widening of the RMB’s daily trading band from the
current basis of 0.5%, which is consistent with the long-term goal of the floating Zhong HE
RMB exchange rate system, might get implemented. (852) 31896818

hezhong@cmschina.com.cn

Since the RMB reform in 2005, the appreciation within a year is less than 7%

Year Beginning End Growth Rate Research Department
2005 8.2765 8.0702 2.49% CMS (HK)
2006 8.0702 7.8045 3.29%
2007 7.8160 7.3037 6.55% 13 April 2010
2008 7.3041 6.8277 6.52%
2009 6.8270 6.8270 0.00%
Since 2010 6.8273 6.824 0.05%

Source: National Foreign Exchange Trading Center, CEIC, China Merchants Securities
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