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Australia weak Q4 GDP raises growth concerns

Australia’s fourth quarter GDP expanded by a weaker-than-expected 0.4% g/q s.a. (consensus:
0.8% g/qg sa.). For the year as a whole, growth reached 2.0%. The main drag on fourth quarter
growth was weak investment, especially in the housing sector, and slowing private
consumption. The outturn dampened investor sentiment, with the Australian stock market
falling by 15% and the AUD extending its recent losses against the USD, to 1.057. The outturn
comes just a day after the Reserve Bank of Australia held interest rates unchanged, and may
increase prospects for a rate cut in the coming months.

S&P warns that India's rating hinges on curbing the fiscal deficit

IS&P ratings agency has said that its outlook hinges on India’s ability to reduce its fiscal deficit
and implement growth-enhancing policies. The report comes against the backdrop of the
disappointing performance by the ruling Congress Party in state elections this week, which
may make it difficult for the government to implement unpopular structural reforms.
Currently S&P’s sovereign rating for India is right at investment grade, at BBB- with a stable
outlook; a rating cut to below investment grade would be a big blow to investor confidence.
In the meantime, the week ahead will be eventful as investors eye the February inflation
outturn for cues on the what will happen at the March 15th RBI policy meeting, and attention
is also turning towards the Union Budget on March 16 in order to see what India unveils
regarding fiscal consolidation and growth-supportive policy reforms.

Indonesia to hike subsidized fuel prices

In a revised budget submission to Parliament, Indonesia’s government is reportedly preparing
to raise fuel prices in a bid to contain widening subsidy outlays amidst rising international oil
prices. The last significant increases were in 2005 and 2008. Together with a proposed
electricity tariff hike, a fuel price increase could add significantly to inflation this year, which
has otherwise been declining (3.6% y/y in February). We expect Bank Indonesia to stay on
hold at tomorrow’s policy meeting.

Briefly noted:
e The State Bank of Vietnam said yesterday that it will lower interest rates by 100 bps
“in the next few days”,
¢ |ndonesia and Korea will hold policy meetings tomorrow, with both expected to
remain on hold.
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Calendar Indicators
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Indicator of the Week

China: Industrial output for January-February (March 9)
Forecast: 11.5% Consensus: 12.5% Prior:12.8%

It is difficult this week to choose a single indicator given a number of important
data releases scheduled this coming week in China, including inflation,
industrial production, retail sales, exports and new loans. We select industrial
production for the combined months of January and February given existing
uncertainties about recent growth momentum (the data are to be released for
the combined months given distortions from the Chinese New Year). Data so
far this year has generally been encouraging, with PMI outturns in January and
February remaining above the 50-level expansion/contraction threshold,
although other indicators, such as electricity consumption suggest weakness.
We expect industrial production to moderate slightly, but remain strong given
signs of robust manufacturing orders. At the same time, we expect inflation to
moderate further, to around 3.2% y/y in February (from 45% in January), which

should provide room for further policy support such as cuts in the required

reserve ratio.

Calendar Events

Australia - RBA cash target, March 6 Current Consensus New
The benchmark cash target remained unchanged 425% 425% 425%
South Korea - 7-day repo rate, March 8 Current Consensus New
We expect the 7-day repo rate to remain unchanged 325% 325% --
Indonesia - Bank Indonesia Reference rate, March 8 Current Consensus New
We expect the reference rate to remain unchanged 5.75% -- --
Malaysia - Overnight rate, March 9 Current Consensus New
We expect the overnight rate to remain unchanged 3.00% 3.00%



Markets Data

STOCK MARKETS

FOREIGN EXCHANGE MARKETS

INTERBANK RATES

% change % change Yearto % change

INDEX Last price over a day over a week date over1Y
China - Shanghai Comp. 23948 -06 14 89 201
Hong Kong - Hang Seng 206278 -09 -49 119 15
Taiwan - Weighted 79031 -04 2.7 118 93
Japan - Nikkei 225 9576 -06 15 133 -88
Korea - Kospi 19822 -09 -1 86 0.
India - Sensex 30 171455 02 -34 109 59
Australia - SPX/ASX 200 41437 15 36 2] 136
Singapore - Strait Times 20132 06 27 101 50
Indonesia - Jakarta Comp 39425 06 11 32 10.7
Thailand - SET 11532 -04 06 125 150
Malaysia - KLCI 1574.8 -09 03 29 39
Philippines - Manila Comp. 49214 -09 05 126 266
Last update: today, 1745 Hong Kong time

% change % change Forward Forward

CURRENCY Spot over a day over a week 3-month 12-month
China (CNY/USD) 6.31 -0.03 -0.26 6.31 6.31
Hong Kong (HKD/USD) 776 -0.01 -0.09 776 776
Taiwan (TWD/USD) 295 -0.09 -053 2949 2924
Japan (JPY/USD) 80.76 016 048 80.68 80.29
Korea (KRW/USD) 1125 -019 -052 1131 1143
India (INR/USD) 500 010 -258 5139 5332
Australia (USD/AUD) 106 018 149 0596 098
Singapore (SGD/USD) 126 029 -068 126 126
Indonesia (IDR/USD) ons 078 104 9261 9624
Thailand (THB/USD) 308 016 -1.01 3091 3127
Malaysia (MYR/USD) 303 -020 115 305 308
Philippines (PHP/USD) 429 028 -045 4313 4341
Last update: today, 17.45 Hong Kong time.

net change netchange netchange
INDEX Rate over aday over a week over a month
China (SHIBOR/7D) 310 -003 -017 -040
Hong Kong (HIBOR/1W) 012 -0.01 -0.01 -0.05
Taiwan (TAIBOR/TW) 064 0.00 0.00 0.00
Japan (TIBORNY) 076 0.00 0 0
Korea (KORIBOR/IM) 338 0.00 0.00 -0.01
India (MIBOR/7D) 310 -0.03 -058 -040
Singapore (SIBOR/TW) 031 0.00 0.00 0.00
Indonesia (JIBOR/TW) 381 0.00 O 0
Thailand (BIBOR/TW) 3.01 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 3.81 0.00 0.38 013

Last update: today, 17.45 Hong Kong time
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