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MYR - Limited room to rally amid rising
headwinds

Executive Summary

We see challenges ahead for the Ringgit despite its recent stellar run in 4Q2025
and early-2026. Several US self-inflicted developments and Malaysia’s solid
economic/fiscal/political backdrop have helped push USD/MYR below the key
4.00 level. However, growing headwinds ahead include Al-related risk
sentiment, improving risk-return appeal of JGBs, and upcoming election risks.
We target USD/MYR at 3.82 under a risk-on environment, with a 4.00-4.20
range in mind if downside risks materialise.

MYR on track to repeat stellar 4Q2025 performance

Bullish ringgit momentum continues to persist in early-2026 following a strong
4Q2025, with MYR strengthening seen against all Asian currencies and most
G10 currencies (Exhibit 1 and 2). Following a 10% decline in 2025, the highly
watched USD/MYR also fell below the psychologically important 4.00 mark in
late January, and has hovered around the 3.90 level since mid-February.

A confluence of USD headwinds and MYR tailwinds

Several US-centric developments this year have continued to add a bearish
undertone to the USD, including geopolitical risks, trade tensions, and risks to
Fed independence, with the DXY index declining by up to 0.8% d/d during each
event (Exhibit 6). This is despite the backdrop of more hawkish-than-expected
Fed monetary policy amid stabilising US employment and continued inflation
upside risks, which has helped cushion short-dated USTs from steeper declines
than USD valuation (Exhibit 4 and 5).

Meanwhile, domestic growth remains underpinned by solid private consumption,
buoyant tourism and construction activity, and strong E&E-led exports amid the
global Al-driven semiconductor upcycle, suggesting little need for looser
monetary policy vis-a-vis a stable inflation profile. A fiscally-prudent local
backdrop and relative political/policy stability (especially when compared to
regional peers) also bolsters the Ringgit's appeal and sentiment, leading to
rising MYR turnover in recent years. However, non-resident portfolio debt
inflows remain constrained by factors such as valuations, investment suitability,
and portfolio rebalancing requirements, which may have driven the recent
detachment from Ringgit strength (Exhibit 7 and 8).
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Exhibit 1: MYR NEER strength since 4Q2025
suggests domestic factors at play

% gainsince 1 e IYR/USD ====NEER REER
1élan 2025

0 -

(2)
Jan-25 Apr-25 Jul-25 Oct-25 Jan-26

Sources: AmBank Economics, Bloomberg

Exhibit 2: MYR broadly on track to repeat its
appreciation against key peers this quarter
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Exhibit 3: AmBank FX forecasts

Source: AmBank Economics
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US-driven catalysts to determine the USD/MYR direction ahead  Exhibit 4: Current Fed rates are higher than
_ . earlier expected, though two cuts are still
Our revised FX forecasts (Exhibit 3) reflect these recent developments locally expected by end-2026

and in the US (Exhibit 6), as well as other political and fiscal developments in e Current Fed Pricing (%)
Japan and the UK, and a rising hawkish outlook for the RBA. Issues that drove 3.75 ——Pricing on 28 Jan 2026
earlier USD weaknesses remain mostly unresolved and still pose some Pricing on 31 Dec 2025
additional downside risks, including geopolitical tensions (Iran), Fed monetary Pricing on 10 Dec 2025
policy and independence (uncertainty over Warsh'’s stance and Powell’s tenure),

and trade/tariff policies (Trump’s response to Supreme Court judgement, and

reaction by other countries). However, we think many of these factors have been 3.25
well-established, leaving little room for further pricing in by markets.

3.50

Accordingly, we remain cautiously optimistic that the Ringgit rally has some 3.00
room to run. Our projections see USD/MYR gradually inching lower towards 3.82

in 2H2026, with key resistance levels at 3.86 (the lows of 2016/2018 post- vy
1MDB), 3.82 (average USD/MYR levels since the 2005 peg), and 3.80 (the Jan Mar May Jul26 Sep Nov Jan Mar
pegged level post-Asian Financial Crisis). That said, we think downside factors % % % % % @A
for the ringgit (upside risks for USD/MYR) are growing, including the souring of ~ Sources: AmBank Economics, Bloomberg

Al-related risk sentiment (headwinds for domestic equities and E&E-driven  gypibit 5: Steeper DXY declines were also
exports), tradeftariff risks from the US — especially on semiconductors, risk- avoided due to greater JPY weakness

return trade-offs indicating growing appeal of JGBs (but requiring Japan fiscal ——DXYindex ——2Y UST, ths (% yield)

clarity first), and upcoming election risks for Malaysia. A manifestation of said " 450
risks may see USD/MYR rapidly climb above 4.00 and re-test the 4.20 handle. 109
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Exhibit 6: Steady erosion of USD strength on several self-inflicted events

Issue Date SULBENChS LS Major US non-data catalysts (and reversals) in 2026
d/d performance”
1 03 Jan -0.2% Iran - Invasion and capture of President Maduro
) 11 Jan -0.3% DOJ Subpoena - Powell voices concerns of threats to Fed independence
13 Jan 0.3% > De-escalation, as Trump and Bessent distances from DOJ/voices Fed support
3 18 Jan -0.4% Greenland - Trump threatens tarifis on EU/UK for Greenland 'ownership’
21 Jan 0.1% > Trump backs down over Greenland threats, after another 0.8% decline on 20 Jan
4 23 Jan -0.8% 'Rate Check' by NY Fed boosts JPY and weakens USD
5 27 Jan -0.8% Debasement trades - Trump signals comfort with recent USD declines (of -1.7%)
28 Jan 0.2% > Bessent contradicts Trump; reiterates administration support for a strong dollar
6 (2%) 30 Jan 0.7% Kevin Warsh selected as next Fed chairman - a more hawkish pick than expected
7 20 Feb -0.1% US Supreme Court voids Trump's IEEPA reciprocal tariffs
22 Feb -0.1% > Trump raises Section 122 global tariffs to 15% ; vows more under other Sections/Acts

where developmentis over the weekend, the d/d perf. is measured on the next Monday

*poth issues relate to central banking and Fed independence

Note: On issue 7, we think DXY losses were relafively minimal owing to: 1) An expected courtevent, 2) Does notindicate a change in
Trump's frade regime, 3) Represents judicial check-and-balance againstthe US execufive, providing some confidence, and 4) Hot PCE
inflation data on Friday

Sources: AmBank Economics, White House, various news sources
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Exhibit 7: USD/MYR directionality typically sees a strong
correlation with non-resident (NR) portfolio debt flows...

Exhibit 8: ... though recent improvements in MYR
sentiment have driven MYR strength regardless of NR flow
directionality

e 6 months trailing correlation btw non-
1.0 resident flows and MYR m/m performance

0.8
0.6
0.4
0.2
0.0 ¢ . . . . . . . .
(0.2) u
(0-4)
(0.6)
(0.8)

(1.0)
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

mmmmm MYR/USD chg (% m/m), rhs

15 === NR flows to debt securities (MYR billion) 80

10 6.0
5 4.0
0 2.0
(5) “ | \m 0.0
(10) ‘ (2.0)
(15) (4.0)
(20) (6.0)
(25) (8.0)

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Sources: AmBank Economics, CEIC

Exhibit 9: Bearish USD positioning has receded after recent

Sources: AmBank Economics, CEIC

Exhibit 10: More frequent US-driven shocks have recently
continued to drive elevated G10 currency volatility
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DISCLOSURE AND DISCLAIMER
This report is prepared for information purposes only, and it is issued by AmBank (M) Berhad (“AmBank”) without regard to your individual financial
circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty, representation, recommendation, legal, accounting or tax
advice, solicitation, or expression of views to influence any one to buy or sell any real estate, securities, stocks, foreign exchange, futures, investment, or
other products. AmBank recommends that you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or
seek financial, legal, or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that AmBank believes are reliable and correct at the time of issue. While all reasonable
care has been taken to ensure that the stated facts are accurate and the views are fair and reasonable, AmBank has not independently verified the information
and does not warrant or represent that it is accurate, adequate, complete, or up-to-date, and it should not be relied upon as such. All information included in
this report constitute AmBank's views as of this date and are subject to change without notice. Notwithstanding that, AmBank has no obligation to update its
opinion or information in this report. Facts and views presented in this report may not reflect the views of or information known to other business units of
AmBank’s affiliates and/or related corporations (collectively, “AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished for any purpose without
AmBank's prior written consent. AmBank, AmBank Group and its respective directors, officers, employees, and agents (“Relevant Person”) accept no liability
whatsoever for any direct, indirect, or consequential losses, loss of profits and/or damages arising from the use or reliance of this report and/or further
communications given in relation to this report. Any such responsibility is hereby expressly disclaimed.

AmBank is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The Relevant Person may provide services to
any company and affiliates of such companies in or related to the securities or products and/or may trade or otherwise effect transactions for their own
account or the accounts of their customers which may give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should have regard to the laws of
the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to form part of this disclosure and
disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will not be affected.
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