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China Flash PMI edges down, remaining below the expansion threshold

China's flash estimate of the private sector PMI (Markit) in May, released today, registered a
slight downturn to 48.7% from 491% in April, mainly due to weakness in new orders. This
outturn suggests that sentiment on China's growth momentum remains weak, following the
weaker-than-expected outturns of economic activity indicators in April. Encouragingly, the
Chinese government is stepping up its efforts to stabilize growth momentum through
supportive policies, including monetary easing, and in our view remains on a soft-landing
path.

In India, gasoline price hike may add to inflationary pressures

Indian retail oil companies increased petrol prices by INR 6.28 per litre (11112%) last night. The
price adjustment was seen as necessary by the companies given elevated crude oil prices,
recent rupee depreciation, and heavy losses. However, the price hike is expected to put
additional upward pressure on headline WPI inflation (7.2% y/y in April), which will leave
authorities with a difficult decision in deciding on whether to cut interest rates further (after
cutting by 50bps in April).

Vietnam: inflation slows to single-digits

Vietnam's inflation declined for a ninth straight month in May to 8.3% vy/y (consensus: 89%
y/y), marking the first time the inflation rate has fallen under 10% since 2010. The slowdown is
largely due to a high base effect, but food prices are also falling, and the government has
taken measures to help ease inflation over the past few months - including yesterday, when
the government lowered fuel prices for the second time this month to reflect the recent
decline in international oil prices (in stark contrast with last night's events in India). After a
tightening cycle last year, the government reversed its monetary policy this year, twice
cutting rates by 100 bps (200bps total). Easing inflation and mounting concerns over a
growth slowdown are increasing the likelihood of further rate cuts.

Korean household debt contracts, broadly seen as a positive

Outstanding household debt fell in the first quarter for the first time since 2009 (to 9114
trillion won, from 911.9 trillion won the previous quarter), signaling a slowdown in consumer
demand for loans. Total outstanding household loans from commercial banks contracted by
2.7 trillion won (US$2.3bn). In Korea, household debt levels remain among the highest in the
world, so the outturn is likely to be welcomed by authorities.

Briefly noted:

e Hong Kong's exports slow, outlook remains challenging. Hong Kong released its
trade data for April today, which show that exports and imports grew by 56% y/y
(consensus: 6.2% y/y) and 5.0% vy/y (consensus: 4.1% y/y) respectively. Looking ahead,
the challenging external environment is likely to continue weighing on Hong Kong's
exports in the coming months.
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Calendar Indicators
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Indicator of the Week

China: PMI for May June 1)
Forecast: 515 Consensus: 52.1 Prior:53.3

Weaker-than-expected activity outturns in April are causing the market to
reassess expectations regarding the pace of China’'s growth. The official
manufacturing PMI in May is thus expected to provide important signs
regarding China’s growth momentum. Thursday’s flash estimate for private
sector PMI (Markit) registered a slight downturn in May, to 48.7% from 491%
the previous month, showing weak sentiment persists in the economy.
Considering this flash outturn, as well as seasonal effects, we expect a decrease
in the official PMI for May, however we expect it will remain above the +50
expansion/contraction threshold. That said, the government’s recent
comments emphasizing that it will help stabilize China’s growth through
further policy support, along with a stronger PMI outturn for May, could signal
a rebound in growth momentum over the course of rest of this year.

Calendar Events

Japan - BOJ Target Rate, May 23 Current Consensus New
We expected the benchmark rate to remain unchanged 0.10% 0.10% 0.10%



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. 23510 -05 12 69 150
Hong Kong - Hang Seng 186664 -06 28 13 179
Taiwan - Weighted 71249 -03 32 07 186
Japan - Nikkei 225 85634 01 35 13 96
Korea - Kospi 18145 03 1.7 -06 120
India - Sensex 30 162223 1.7 09 50 99
Australia - SPX/ASX 200 40558 -03 24 0.0 124
Singapore - Strait Times 27795 00 15 50 -10.7
Indonesia - Jakarta Comp 39849 01 15 43 53
Thailand - SET 11258 14 -4 938 58
Malaysia - KLCI 15483 06 03 11 11
Philippines - Manila Comp. 49042 -05 22 122 160
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) 635 -017 -032 6.36 640
Hong Kong (HKD/USD) 776 0.01 0.07 776 776
Taiwan (TWD/USD) 296 022 -027 2952 2926
Japan (JPY/USD) 7938 om -013 7931 7879
Korea (KRW/USD) 1180 062 144 1185 1195
India (INR/USD) bo/ 049 223 56.92 5915
Australia (USD/AUD) 098 040 104 103 105
Singapore (SGD/USD) 127 027 -016 127 127
Indonesia (IDR/USD) 9268 098 0.60 9786 10204
Thailand (THB/USD) 316 016 -0.73 3175 3217
Malaysia (MYR/USD) 3B -0.25 136 317 320
Philippines (PHP/USD) 437 -060 190 4398 4444
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) 2 -019 -047 158
Hong Kong (HIBOR/1W) 013 0.00 0.00 0.02
Taiwan (TAIBOR/TW) 067 0.00 0.00 0.01
Japan (TIBORNY) 076 0.00 0 0
Korea (KORIBOR/IM) 337 0.00 0.00 -0.01
India (MIBOR/7D) o 127 -049 172
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia (JIBOR/TW) 383 0.00 O 0
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 344 0.00 -019 -013

Last update: today, 17.45 Hong Kong time
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Before you print this message please consider if it is really necessary

This email and its attachments are subject to the confidentiality terms established in the corresponding regulations and are intended for the sole use of the person or
persons indicated in the header. They are for internal use only and cannot be distributed, copied, conveyed or furnished to third parties without prior written consent from
BBVA. If this message has been received erroneously, it is forbidden to read, use or copy any of the contents and you are asked to inform BBVA immediately by
forwarding the email to the sender and eliminating it thereafter.

BBVA will continue to provide our readers up-to-date reports by emails, but you can also register directly on our website where you can find a full list of our latest reports
& presentations http://serviciodeestudios.bbva.com/KETD/ketd/ing/index.jsp

If you wish to be excluded from this mailing list, please write to us on research.emergingmarkets@bbva.com.hk and we shall immediately take you off the list.
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