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Daily Flash

Asia

China and Hong Kong equity markets were down sharply today (Shanghai -1.6%; Hang Seng -
10%), apparently on rumors of new property tightening measures (see below). Elsewhere,
comments by Japan'’s Finance Minister threw cold water on plans for European bond purchases
(which some have interpreted as currency intervention to weaken the yen) and caused the yen
to appreciate slightly, to 93.5/USD. The focus tomorrow will be on Japan's January trade data
for any signs of improvement in exports (consensus: 5.8%) and the trade balance (consensus: -
1384bn yen).

RBA minutes reduce likelihood of near-term rate cuts

The Reserve Bank of Australia released the monetary policy minutes of its February 5 meeting,
when it kept rates unchanged at 3.0%. Though market interpretations vary, we view the
minutes as diminishing the likelihood of further rate cuts in the near term (in line with our
baseline, as discussed in our latest Asia Outlook). The minutes stress that the RBA's 175 basis
points in cumulative rate cuts since November 2011 had left policy “accommodative,” and it
repeated its previous evaluation of an improving global economy, especially in China. The
currency held steady today at around USD 1.03 against the Aussie.

Fresh tightening measures for China’s housing market?

Rumors of new policy curbs in China’'s property market circulated in social media sites today.
Housing prices have recently rebounded under looser credit conditions and improving market
sentiment. NBS monthly property data will be released on Friday; in the meantime, we estimate
that average nation-wide prices have risen by a modest 1.0% since May 2012. If confirmed
(which we think unlikely), new measures could include increases in down-payment
requirements on second home purchases, (currently 60%) and/or increases in mortgage rates
(currently not allowed to be set more than 110% below the benchmark lending rate). The last
significant round of such tightening measures occurred in January 2011, In response to the
rumors, the Shanghai property index fell by -4.6% today.

Briefly noted:

e Japan’s Finance Minister, Taro Aso, said today the government does not intend to
buy foreign bonds through the Bank of Japan, contradicting Prime Minister Shinzo
Abe’s remark to the upper house Budget Committee on Monday that the bank has the
option of buying overseas bonds as part of its monetary easing. Although the G20
didn't criticize Japan for the rapid decline of yen, it has prevented Japan government
from intervening in the FX market.

e The PBoC withdrew RMB 30bn through repo issuance today to unwind abundant
liquidity pumped into the banking system prior to the week-long Chinese New Year
holiday that began on February 10. Money market rates remained steady.
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We expect the benchmark rate to remain unchanged
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Markets Data

% change % change Yearto % change

INDEX Last priceover a day over a weekdate over1Y
E China - Shanghai Comp. 23829 16 2] 50 11
£ Hong Kong - Hang Seng 231439 10 -0] 2] 77
<§E Taiwan - Weighted 79609 02 13 34 08
5 Japan - Nikkei 225 13723 03 0.0 94 212
g Korea - Kospi 1985.8 02 21 06 19
India - Sensex 30 195395 02 01 06 6.8
Australia - SPX/ASX 200 50819 04 25 93 211
Singapore - Strait Times 32918 01 07 39 97
Indonesia - Jakarta Comp 46021 02 12 6.6 15.7
Thailand - SET 1B320 06 29 101 356
Malaysia - KLCI 161511 04 05 44 37
Philippines - Manila Comp. 66207 08 25 139 357

Last update: today, 17:00 Hong Kong time
% change % change Forward Forward

CURRENCY Spot over aday over aweek3-month 12-month
E China (CNY/USD) 6.24 -0.03 -020 630 633
& Hong Kong (HKD/USD) 776 -0.01 0.00 775 774
<§E Taiwan (TWD/USD) 206 018 048 2956 29.25
;5 Japan (UPY/USD) 9344 056 0.04 9338 93.06
<IE Korea (KRW/USD) 1081 010 0.89 1086 1099
Q India (INR/USD) b 0.05 064 5524 5774
; Australia (USD/AUD) 103 030 031 097 099
é Singapore (SGD/USD) 124 014 0.02 124 124
8 Indonesia (IDR/USD) 9709 025 -087 9795 10125
Thailand (THB/USD) 299 0.07 -013 30.01 3036
Malaysia (MYR/USD) 310 -0.03 024 312 316
Philippines (PHP/USD) 406 002 017 4055 4043

LLast update: today, 17:00 Hong Kong time.
net change net change net change

INDEX Rate overaday over a week over a month
Q China (SHIBOR/7D) 295 001 070 005
5 Hong Kong (HIBOR/IW) 010 0.00 0.00 000
<§E Taiwan (TAIBOR/IW) 056 0.00 0.00 0.00
@ Japan (TIBOR/Y) 076 0.00 0.01 0.01
MEJ Korea (KORIBOR/IM) 277 000 0.00 001
~ India (MIBOR/7D) 297 0.05 1.03 002
Singapore (SIBOR/1W) 025 0.00 0.00 0.00
Indonesia JIBOR/TW) 428 0.00 0.00 -0.01
Thailand (BIBOR/1W) o 0.00 0.00 -0.01
Malaysia (KLIBOR/IW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 113 019 -050 025

Last update: today, 17:00 Hong Kong time
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