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China set to cut forward FX risk reserve ratio to zero (Feb. 27)

(China Daily) — China's central bank announced on Friday that it will cut the foreign
exchange risk reserve ratio for forward foreign exchange sales from 20 percent to zero, a
move analysts say signals efforts to ease the rapid appreciation of the renminbi.

The adjustment, effective March 2, is aimed at "promoting the development of the foreign
exchange market and supporting enterprises in managing exchange rate risks", said the
People's Bank of China, the country's central bank.

A cut in the ratio reduces the funds that commercial banks are required to set aside when
selling foreign exchange forward to clients. This lowers banks' costs and reduces expenses
for enterprises seeking to lock in future foreign exchange purchases through forward
contracts.

Following the announcement, both the onshore and offshore yuan fell against the US
dollar, trading below 6.85 in the morning session. On Thursday, the offshore yuan rose
above 6.83 against the greenback, its strongest level since early 2023.

The central bank vowed to continue to maintain the general stability of the RMB

exchange rate at a reasonable and balanced level, while guiding financial institutions to
optimize their services for enterprises to hedge against exchange rate risks.
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Copper Edges Lower as Traders Await Return of China Demand (Feb.26)

(Bloomberg) — Copper edged lower as investors waited for demand from industrial users
in top buyer China to rebound after the Lunar New Year break.

Futures were down 0.1%, halting a two-day rally that had been aided by Chinese investors
who cheered US President Donald Trump’s new 10% global tariffs, which effectively
lowered the duty on goods shipped to the US from the Asian nation.

The buildup of copper inventories in China was greater than usual during the holiday
period. Stockpiles in global exchange warehouses are also rising in a sign of tepid physical
demand after prices surged to a record high in late January, supported by shifts in US
trade policies and mine disruptions.

Privately held copper inventories at China’s major consumption centers including
Shanghai, Guangdong, Jiangsu, Zhejiang, Chongqing, and Tianjin jumped to 531,700
tons as of Thursday, the highest since early 2020, research firm Shanghai Metals Market
said, citing a market survey.

While manufacturers are pushing back against high prices for now, many investors
remain bullish on copper’s long-term outlook, as they bet that chronic mine-supply
constraints and rising usage in electric vehicles, data centers and renewable energy will
push the market into major deficits.
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Chinese Copper Inventories Rose to Highest Since 2020
Demand remains soft as metal prices are at elevated levels

M Inventories in Shanghai, Guangdong
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0Oil Gains With More Nuclear Talks Planned as US Forces Gather (Feb. 27)

(Bloomberg) — Oil rose as the US and Iran agreed to more nuclear talks next week
following a round of discussions on Thursday, while a huge deployment of American
forces in the Middle East kept the market on edge.

Brent traded above $71 a barrel after closing little changed on Thursday and West Texas
Intermediate was near $66. Iran said recent talks in Geneva showed good progress,
though a person familiar with the US position said the Americans left disappointed. The
two sides agreed to meet next in Vienna.

Some of the heat has come out of the oil market this week, but prices remain higher this
year as concerns about a potential US strike on Iran help to offset broader glut
expectations. Traders will be keenly watching a scheduled OPEC+ supply meeting on
Sunday, as conflict risks cloud the outlook.



President Donald Trump has ordered the biggest military build-up in the Middle East
since the second Gulf war in 2003 and threatened to strike Iran unless it makes a deal,
though he’s signaled a preference for a diplomacy. Last week, Trump gave Tehran a
deadline of 10-15 days to reach an agreement.

The US Navy has reduced staffing at its 5th Fleet headquarters in Bahrain to “mission
critical” levels, according to Fox News, which said the same location was evacuated in a
similar manner ahead of US strikes on Iran last June.
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Disclaimer

All the information used in this newsletter is from publicly available resources. Minmetals
Futures Co., Ltd endeavors to ensure the information is correct and up-to-date but make no
warranties or representations of any kind about the completeness or accuracy. This
communication may contain sources from other sites that are neither owned nor operated by
Minmetals Futures. Such sources are provided for your convenience only and does not imply
or constitute sponsorship, endorsement, approval or responsibility for the content on, or the
use of, such third party site.



