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B We strongly believed that B In 2021, we estimated that
US dollar will remain USD will bounce back due
leading role in reserve to strong recovery on world
currency and world trade economy and escalate the
currency. need of leading currency.
RIS =S EINERE HFERI2021F =2 ERE
MK B3 5 LR T5E Y OFt - EiEEAY T R K
EHEEHAI - EMEEZEBITKRREFAR

=EXEEFEA -
B FED hasimplemented a

series of stimulus policy to B For Taiwan local market,

make sure export and Chairman of Taiwan Central

unemployment rate is Bank stated that

controlled which took USD government will stable the

to current stage. chaotic foreign exchange
market in short time.
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The role of USD in financial market?

ZSESHTISNER?

1. Universal Pricing Unit for
International Trade
B R & REHEE

US dollar is a dominant currency in terms of
modern world trade settlement, comprising
more than 80% of global trade settlements.
As data from bank of international
settlement shows, as of April 2019, foreign
exchange turner in dollars rose to 88.3%, a
slight increase from 87.6% in 2016.

ESERRHP  E2HES0NULNHEER

BIFBREIRITIREE - ER2019F 1A - DIE=S
EITHINERZ SR ITEB3EE 7R - 82016
AI87.6% B LEMIRTT

2. primary reserve currency

FEIINERBEE

Currently primary reserve of global economy

is US Dollar, concerning its liquidity and
stability. The IMF regularly publishes the
aggregated Currency Composition of

Foreign Exchange Reserves (COFER) as chart

below shows. Average 60% of foreign
exchange reserves are composed of US
dollar. High global demand lowers the cost
of issuing bonds and ampilifies its power of
sanction, which construct a more US Dollar
centric global economy and diminish global
usage of other relatively strong currencies
such as, EURO and RMB.

NS - BBNRBERNEEHESEERNATR
INEGFEEY  BIREMESHAMSH FHRah
EREEHASTERKSWE - F1960%RIN E FE
HeRETAN  BMERNETERSEZBETL
RAERERAL I RFI RS - WEBSH—
1 ET AN EIEBIRIE - BISHISSE A%
BBEMNEAE - FINETTRARE -

The U.S. Dollar Remains a Part of
Most Currency Trades

ETNARASHEBRZN—8 S
Foreign exchange turnover in 2016
and 2019

20165F#2019FAY5MNER 5 8R

B 2016 2019
87.6 88.3
31 32.3
21.6% 1.0% e
. b
Dollar Euro Yen Emerging Market

Currencies

(exhibit 1. Bloomberg, from bank of international
settlement) (Bl1. 218+t : EIKBHEIRTT)

World Currency Compo R &#AS

US Dollars,Millions ES =12
200803 201804 201941 201902 200903 201904 202001 202002 202003

Total Foreign Exchange Reserves 1AL 37308 11,436 25208 11,611 06935 11,738 43R 69 11657 648,18 11.826,179.74 11,704, 541 50 120201061 12254 524.07
* Allocased Reserves 10,707 07891 10,727 34041 10,900,098 57 11024368 31 10928748 82 1107625947 10,956,904 41 11266635321 11474 290 06
Unallocated Reserves 704 204,17 TOR 91167 71057079 71407038 TRI1937 74992027 T4THIT 09 T45 357 40 T80 23402
Shares of Allocated Reserves GIRI 9380 9388 939 9375 9366 9361 L) 9363
Shares of U S. dollars LK) 6174 6173 61.27 6158 .72 61.79 6124 6046
Shares of cum W48 067 2027 2055 2025 W58 2006 217 053
Shares of Chinese renminbi 1.80 159 195 193 196 154 b1 ) | 200 213
Shares of Japancac yon 49 59 536 355 560 589 596 55 592
Shares of pounds serling 450 443 455 451 451 a6 444 445 450
Shares of Amtralian dollars 169 183 167 L7 157 1.70 158 169 1.73
Shares of Canadian dollars 195 1584 191 190 158 186 1L.78 190 200
Shares of Swiss francy 0.16 014 014 0.4 014 01s 014 01s 017
Shares of other currencics 25 247 242 245 241 253 227 253 256
Shares of Unallocated Reserves 6.17 620 612 608 625 634 639 621 637

(exhibit 2. International Monetary Fund) (18125l B & ¥ 48 4%)
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3. No credible alternative currency
available
RZAENENER

Although COVID-19 has potentially infringed
the exorbitant of US Dollar as leading reserve
currency, including failure to control virus
and massive stimulus spreading, markets are
on US Dollars side. Many have recently
argued that one currency will almost always
dominate due to network

externalities (sometimes called "the network
effect"). The argument is that, in the absence
of sufficiently large shocks, a currency that
dominates the marketplace will not lose
much ground to challengers.

BERBERBEBERUAENE(CERERZRESE
EERBEIIEFTEEEZEEMMUZRITE -
MSRRHESEED  EXRPE—RBEEY
HEAREEINDME ( XEREBENE ) HERS
BTN - TERBERZ BN EREER -
HEEREBIAEERFIEEELELY -

Devaluation of US dollar
E=EiZE

Currencies are driven by relative economic
indicators. Stronger economy tends to have
stronger currencies, but the link between
relative economic indicators is not so direct.
It is mainly through interest rate.

HEENEEETEIURRNAERNAEER - 888
HERBETEALLERBNEY - BMERIEE
BT IENA  EENEETEEZHEENR
BB -

1. Down track of interest rate
EOE R ZRF g

The US interest rate has peaked at the end of
2018 when Fed monetary tightening cycle
ended. The disappearing of interest rate
advantage has started the depreciation of US
dollar.

£ EEEREE018FERES B (L ERBE
ERBIERSH - MESHEECRATES
RETIRRAE -
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The yield advantage of dollar is
disappearing
ST EEBEIETEEK

((exhibit 3 source: Bloomberg) (&3.5 &%t )

2. Better performance of relative
strong countries
ERERIRR T

While debt levels and fiscal deficits have
declined for Eurozone, both were rising sky
high in the US (exhibit 4). On top of that,
potential tail risk from peripheral countries
stays quiet with NPL declining and fiscal
deficit to GDP ratio dropped below US
(exhibit 5). With stronger relative economy
strength, US lead has weakened.

EMBEBNMBRFEARRER - MEES
BEAERAIRS - 1 EEREANRRIINEERARE
R EBIEGDPRILL AR A iRR /D> BB =R S 1E -
B ETE B AL ( tail risk ) B RFAIBIZES -
FEMEDERBEINCERRT - ZEETHN
A SWHITS -

The U.S. runs on large fiscal
deficits compared with Eurozone

EIETEAEE - EERIMBRFERXR

X US fiscal deficit (% GOP) Eurozone fiscal deficit (% GDP)

16
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

(exhibit 4. source: Bloomberg EBA) ( [El4. #/18%tEBA )
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Fiscal conditions for peripheral
countries have notably improved

SMNEIB XK YR EGIRR E R ARAECL =

Spain Greece — | AONG Portugal

0 ———

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

2o Boomberg EBA

(exhibit 5. source: Bloomberg EBA) ([E5.2/18%tEBA )

USD forecast
EEEZEH

Currently, based on exhibit 3, 38% of the total
stimulus is from the US. Money supply grew
faster in the US, US: 6.8% (Feb), 24.1% (Sep);
Eurozone: 5.5% (Feb), 10.4% (Sep); Japan:
2.4% (Feb), 7.4% (Sep).

@ - RESERAL R MEHFRAEBEROIR
H752m38% - BlZEEMHAENEBHEth

FEBR : =6 :6.8% (_H) ~241% (1,
H) BB :55%(_H) ~104% (NLB);
HX:24% (ZH) ~74% ("AB)

Global Stimulus in Response to
Covid-19,US$Trillion

FIKEE Covid-19RVRIBIETE - B

i 2 —
=
fE=7T
35 M Fiscal Stimulus Monetary Stimulus
30 3.8 28.3
38% of the total
stimulus is 2.6
25 from the U.S. g
EF 0.9
33 0.6 14
20 69 os
1.0
4.3
15 283
105 27 $28 trillion in
10 global stimulus
U.S. stimulus of (33% of global GDP)
about $10.5 trillion is
5 equivalent to about
6.2 49% of GDP
0
U.S. Eurozone Japan UK China  Others  Global

(exhibit 6. source: Cornerstone Macro)
[&/<. Cornerstone Macro )
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During a recession, it" s not typical that
people are building up these quite large
buffers of savings. The spending has been
well limited as predicted, however, level of
government stimulus policy is unprecedent.
Leading to not only at the very top of the
income distribution, but actually down into
the median of the income distribution, one
sees accumulation of savings. And at the
point where people are able to spend in a
normal way, | guess one optimistic thing one
can say about this business cycle is that
certainly seems like it would allow for more
possibility of a recovery. China, too, has seen
its savings rate increase, which should
provide additional spending firepower in
2021 and beyond.

EEERFR  AESERAZHRELENIIEEER
W& BEHENMERNRRIRE - BEAFRIE

RERRBRAZEE RS - ARBEFEIRIRH
ABESNESHEC - P REBIANREEREHN
ME - BERBER - AMNEHESHER - &
Pt RATERI KB R E IR IEE LER0TRA -
BEERER LT - 2021 FRVBEBEKERE AR
AYLLAE -

Currently, roughly 27% countries use USD as
official currency or pegged their currencies to
USD. If the vaccine was effecting and widely
available, the world economy will benefit
through strong rebound on consumer
spending and need for US dollar as the most
liquidate currency will boom. We estimates
that the phenomenon of post-Covid-19
recovery will lead to USD up roughly 20%.

REK27T%HNEXERAESFRRNBREENZRB
CHEBEZSHY  IREEMINTERRE
R HREESERAARDBEEFRIBIRAE -
HEMmEEBEERSNEETRENRR - HM
BAREBRTZESSIRBEER20% -
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Chairman of Taiwan central bank Chin-Long
Yang announced that the stability of TWD is
the utmost priority even risking being
labeled as currency manipulator by US
government. Hence, exchange rate between

For Local Taiwan market: UsD a?ddT.WfD will bebslta?'lt'zed and
a sz corrected In Toreseeable Ttuture.
HEEAKTHIS :

BEDRIFTHRHGESROPER " RITEXRIE
A0 T0 s ENRELEEREEREE - AP IARER
e e e SIBEREME  hEFEE - ARESRE

TG B DRI AR EE B TE -
16,000 9,306.57 20165108218

14,000

12,000

10,000

8,000

6,000 T T T T T
20174 20185 20195 20205 2021

L] 15,549.53  1:3 15,421.23
BE 15,642.03

(exhibit 7. source: google finance) ( [Bl+. Google B14& )

ﬂditor: Timeless Investment Group (Research and Analysis Department) \
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Disclaimer : Website and the information contained herein is not intended to be a source of advice or credit analysis with
respect to the material presented, and the information and/or documents contained in this website do not constitute
investment advice. Please do your own research on the target regions of customer base, business model etc. For internal
use only.
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