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RMB: Tariffs again

Currencies
Global

¢ US-China trade relations suddenly deteriorated over the
weekend...

¢ ...weighing on Asian currencies, in particular the KRW

¢ China’s FX policy remains steady, with the USD-CNY fixing
rate hovering at ¢7.10, despite the tariffs threat

US-Chinatrade tensions are taking a turn for the worse and are a
reminder of the post ‘Liberation Day’ (2 April) blues. This is the latest in a
series of US trade-related headwinds for Asian currencies in recent months
— a rough doubling of ‘reciprocal’ tariffs compared to earlier for most
economies, secondary tariffs for India, and disagreements over the
USD350bn investment plan with Korea. But US-China trade tensions have
the most potential for broader spillovers, seeing risk aversion in global
markets.

Apart from trade issues, Asian currencies have also been weighed down by
a combination of low domestic yields, unexpected monetary easing, and
idiosyncratic political unrest in some places. The immediate
underperformers are those currencies which have a stronger link with
foreign equity flows, like the KRW due to the sell-off in equities. In
contrast, low-yield currencies, like the SGD and RMB, are holding up
better for now.

USD-CNY: Fixing rate vs spot rate
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The USD-CNY fixing rate was at 7.1007 today (13 October), the lowest
level since US elections last November. This indicates a steady FX policy,
despite the tariffs threat. Ahead of the fourth plenum (20-23 October), the
Chinese authorities are probably prioritising domestic market stability. That
being said, the low-probability but high-impact risk is that we could see
another round of tit-for-tat tariffs (not merely threats), like what
happened in early April. Back then, the USD-CNY fixing rate increased
from 7.17 to nearly 7.21, with the spot rate moving near the ceiling of the
USD-CNY trading band. But on a positive note, US President Trump
softened his tone this morning, with Vice President JD Vance casting it all
as an ongoing negotiation (Bloomberg, 13 October 2025).
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Disclosure appendix

Important disclosures

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to
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appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional
investment and tax advice.

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may
not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the
investment products mentioned in this document and take into account their specific investment objectives, financial situation or
particular needs before making a commitment to purchase investment products.

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor
may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value
that could equal or exceed the amount invested. Value and income from investment products may be adversely affected by
exchange rates, interest rates, or other factors. Past performance of a particular investment product is not indicative of future
results.

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of
companies covered in HSBC Research on a principal or agency basis.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

Additional disclosures
1  This report is dated as at 13 October 2025.

2 All market data included in this report are dated as at close 10 October 2025, unless a different date and/or a specific time
of day is indicated in the report.

3  HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.
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