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The path of USDMYR is driven by (i) interest rate differentials 
today and likely changes in the near future; (ii) RMB direction 
and outlook, as China is Malaysia's largest trading partner; (iii) 
domestic US and Malaysian economic or political developments; 
(iv) general market risk on/off sentiment. Usually only one of 
these forces asserts a strong influence at a given time. 

Ringgit rebounds from an over-shoot 

The USDMYR took 3 1/4 years to depreciate from 4.00 to 
4.79 (from Jan 2021 to April 2024), but less than 6 months 
to appreciate to 4.11. The US Federal Reserve's hiking cycle 
took 1 1/3 years to raise policy rates by 525bps, but conditions 
that caused a pivot from 'higher for longer' to 'make a big cut' 
took just 4-5 months to show up (inflation, labour data, slowing 
US economy). T hree sequential events triggered Ringgit's 
sharp appreciation, (1) optimism over Malaysia's political 
stability, and impending subsidy reduction in 1H24; then in July 
(2), rising likelihood of the Fed starting rate cuts, which moved 
USDMYR to 4.20. In mid-September, (3) Ringgit appreciated 
alongside RMB when China announced its multi-pronged 
monetary stimulus, briefly pushed USDMYR to 4.11. But Iran's 
missile attack on Israel last Tuesday ended this run of 
positive influences on Ringgit. Markets have now pivoted to 
focus on whether the worsening hostilities in the Middle East will 
eventually disrupt oil supply (oil prices +9% in a week).  US 
Treasury yields have risen from risk aversion AND data signaling 
a strong US economy, the latest being last Friday’s non-farm 
payroll employment data, which at 254k far exceeded the 150k 
expected. The market's fixation over US rate cuts and a 
weak US economy is over. 
 
Trading political oil. The market's short attention span has 
shifted away from US recessionary concerns onto the Middle 
East hostilities and the possibility that it could interrupt global  

oil supplies. Higher oil prices are not necessarily a negative 
for Malaysia at a macro level (LNG export prices have a variable 
component linked to oil prices), but Government revenues do not 
benefit directly. But it is not demand-supply imbalance pushing 
up prices - the global oil market i s  well-supplied. Even if 
Iranian oil supply is taken off the market (2-3m barrels per day), 
this can be compensated by Saudi Arabia's 3m spare oil capacity 
and rising supply from non-OPEC members (US and Guyana). 

 

The 3 handle. Some market strategists expect USDMYR to 
fall below 4.00 in 2025. We feel the conditions to expect that are 
moving away further away from us. For the MYR to move 
below 4.00, the Fed would have to cut more aggressively than 
currently expected in 2025 (100-125bps), which is possible if 
the US economy deteriorates more rapidly than expected, 
creating a larger yield differential favouring the MYR. One 
positive factor poised to help the Ringgit is the Malaysian 
government's further subsidy rationalization in its upcoming 
2025 Budget to be tabled this month. A second factor would be 
a stable/growing Chinese economy that gives rise to an 
appreciating RMB. Such positive conditions may re-assert 
themselves in 2025, just not yet. 

 

Where are you going, Mr. Ringgit? 

Given Mid-East hostilities and rising US bond yields, USDMYR 
could to rise towards 4.30-4..35 in the immediate term. Once 
the pace of 2025 US rate cuts are clearer, we expect the Ringgit 
to trade in a range of 4.18- 4.27 in 2025 until meaningful changes 
occur in those aforementioned narratives. CIMB Treasury 
forecasts the USDMYR to end 2024 at 4.18, then depreciate 
to 4.20 by June 2025 and 4.27 by end-December 2025.

 
USDMYR: Rebounding after a Precipitous Drop – the easy money’s made 

Source: Bloomberg 
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Outlook and Recommendations 

A risk-off environment prevails currently in anticipation of a Israeli 
reprisal to Iran’s missile attack last week. If this is avoided, it 
offers markets an opportunity to focus on a better US economy 
(and even the China stimulus). An improving picture of the US 
economy has come from inflation, retail sales, labour                  
market, wage growth service ISM data, in the past 4-6 weeks.  

 
(i) For investors needing to Buy USD in the next 2-4 weeks, 
expect USDMYR to trend higher.  

(ii) Buy Principal ASEAN Dynamic Fund, on current weakness 
in ASEAN currencies and markets, where fundamentals are still 
strong.  

 
(iii) Long iShares Silver Trust (SLV US) or enter into 
moderately-bullish Principal-Guaranteed Sharkfin FRNID on 
SLV US 
 
(iv) Buy USD bonds as yields rise; we believe this is an 
opportunity as higher yields will reverse as the easing cycle gets 
underway 
 
(v) Alternatively, buy ETFs such as SPTL US or TLT US, which 
hold US Treasury bonds with tenors over 20 years 
 

For US equities though, spiking oil prices, if sustained, could still 
reverse the positive data mentioned above, valuations appear 
elevated and the US elections are only a month away, when the 
policy uncertainty that it brings comes into sharp focus. We 
remain underweight equities at 40% allocation. 
 

CIMB Currency Forecasts 
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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. 

 
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and 
agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law. This publication is being 
supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form 
by any means or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of 
CIMB Bank Berhad and CIMB Investment Bank Berhad (collectively, “CIMB Bank”). 

 
CIMB Bank, its affiliates and related companies (collectively, “CIMB Group”) and their respective directors, associates, connected parties and/or employees may own 
or have positions in securities of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose of, or 
may be materially interested in, any such securities. Further, CIMB Group may do and may seek to do business with the company(ies) covered in this research report 
and may from time to time act as market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them 
from customers on a principal basis and may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such 
company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report. The views expressed in this report accurately 
reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or 
indirectly related to the inclusion of specific recommendations(s) or view(s) in this report. CIMB Bank prohibits the analyst(s) who prepared this research report from 
receiving any compensation, incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a 
particular company. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or 
the performance of his/their recommendations and the research personnel involved in the preparation of this report may also participate in the solicitation of the 
businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing, among other things, may give rise to 
real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 

 
i. As of 7 October 2024, CIMB Investment Bank Berhad has a proprietary position in the following securities in this 

report: Nil. 

 
ii. As of 7 October 2024, the analyst, Andrew Lee Soon Huat, does not have an interest in the securities in the company or companies covered or recommended in this 

report. 

 
This report has been produced for information purposes with the information contained in this report, believed to be correct at the time of issue and does not purport 
to contain all the information that a prospective investor may require. CIMB Group makes no express or implied warranty as to the accuracy or completeness of any 
such information and opinion contained in this report. Nothing in this report is intended to be, or should be construed as an invitation by any company within CIMB 
Group to buy or sell, or as an invitation to subscribe for, any securities. The price and value of any investments and indicative incomes herein contained may 
fluctuate either positively or negatively. All references to past performances is not a guide to any future performance. It should be noted that investments in emerging 
markets are subject to increased levels of volatility than more established markets. Some of the reasons for this volatility relates to the respective economy, political 
climate, credit worthiness, currency and general market within that country. When investing in investments denominated in a foreign currency these transactions are 
also subject to fluctuation in exchange rates. 

 
The information in this report is subject to change without notice by CIMB Bank. Neither CIMB Bank nor any of its affiliates or related companies, advisers or 
representatives are obliged to update any such information subsequent to the date hereof. Because it is not possible for CIMB Bank to have regard to the investment 
objectives, financial situation and particular needs of each person who reads this report, the information contained in it may not be appropriate for all persons. CIMB 
Bank is not acting as an advisor or agent to any person to whom this report is directed in respect of its contents. You, the recipient of this report must make your own independent 
assessment of the contents of this document, and should not treat such content as advice relating to legal, accounting, taxation, technical or investment matters. 
Please contact your Private Banker, Relationship Manager or walk into your nearest CIMB Branch to discuss any information contained within or prior to acting in 
reliance of any information contained within this report. 
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