Economic Analysis
BBVA | researce 25 iy 2012

Daily Flash

Asia

Bouts of risk aversion persist in Asia as reflected in the evolution of some currencies such as the
Indonesian rupiah and the Korean wori, down by 2% and O5% respectively against the dollar, despite
suspected central bank intervention. The Indian rupee was also rurmored to have beer intervened.

This and other reasons fueled its rebound to 5537 against the USD. in China, meanwhile rurmors that
the country's biggest banks rmay fall short of their loan target due to lack of dermand, as reported by
Bloomberg, may have affected negatively stock rmarkets, with Shanghai closing O.7% down. Next week
investors will be watching the release of a nurmber of irmportant indicators, especially China’s PM/ for
signs of a soft landing (see Weekly Indicator below)

Japan's deflation persists despite monetary easing

Japan's consumer prices in April rose 0.4% y/y (consensus: 0.4% y/y) in April, down from 05% y/y in
March. In the meantime, core CP| —the index that excludes fresh food— stayed at 0.2% v/y in April. The
inflation outturn underscores the persistence of deflation in Japan, which discourages domestic
demand and undermines the economy’'s vigor. The Bank of Japan, aiming to reach an inflation target
of 1%, is under pressure to further ease monetary policy to fight deflation. It has expanded the asset
purchase and lending program twice in February and April respectively to the current amount of 70
trillion yen (USD $880 billion).

Thailand exports fall again missing market consensus

Thailand exports in April fell by -3.7% y/y, well below market expectations which anticipated a recovery
in international shipments (consensus: +6.4%), according to data released today. This is the fifth decline
in six months, with a -65% y/y drop the previous month. Both agricultural and industrial exports
declined (by -3.9% y/y and -6.4% vy/y respectively). On the positive side, exports of some key products
such as vehicles and their parts rose (+28.0% y/y). Despite the good GDP outturn published earlier this
week, the data released today confirmed that exports are still lagging behind other GDP components
in the economy'’s post-flood recovery and that strong external headwinds will continue to pose a
challenge for the country.

Briefly noted:

e Singapore's industrial production in April unexpectedly declined by -0.3% y/y from a
revised -31% vy/y the previous month. Market consensus was for a 4.1% vy/y rise in output. On a
seasonally adjusted, m/m basis the IP index also declined (-35% vs consensus: +0.6%). The
drop was mainly due to a decrease of production in the electronics and pharmaceutical
sectors (-125% y/y and -7.6% respectively).

e Taiwan's final reading of Q1 real GDP just came out (0.39% yoy), slightly better compared
to the preliminary estimates (0.36% yoy) in April. On a sequential basis the economy
expanded by 2.8% saar. Exports dropped significantly and investment remained sluggish,
dragging down the economy for the third consecutive quarter.

e Next week will feature the release of several important economic indicators, most of
them due on Friday, including China's PMI, inflation in Thailand, South Korea and Indonesia
and external trade flows in South Korea, Indonesia and India. Also, Q1 GDP growth data in India
and the Philippines will be released on Thursday.
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Calendar Indicators

China

HSBC Flash China Manufacturing PMI
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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. 23336 07 -05 61 149
Hong Kong - Hang Seng 187134 03 13 15 177
Taiwan - Weighted 70716 -07 -1 00 190
Japan - Nikkei 225 85804 02 -04 15 -89
Korea - Kospi 18242 05 23 -01 104
India - Sensex 30 16217.8 00 04 49 91
Australia - SPX/ASX 200 40292 -07 -04 07 121
Singapore - Strait Times 2778 02 02 48 11
Indonesia - Jakarta Comp 39025 2] 20 21 32
Thailand - SET 11328 06 19 105 73
Malaysia - KLCI 15511 02 12 13 11
Philippines - Manila Comp. 49260 04 10 127 175

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) 634 0.01 -0.26 6.36 6.41
Hong Kong (HKD/USD) 776 0.01 0.05 776 776
Taiwan (TWD/USD) 296 -0.04 -008 2958 2930
Japan (JPY/USD) 95| om 062 7944 7894
Korea (KRW/USD) 1185 -045 107 1191 1200
India (INR/USD) oo 4 049 -1.73 5658 58.79
Australia (USD/AUD) 098 030 -053 1.03 1.05
Singapore (SGD/USD) 128 -0.06 -023 128 127
Indonesia (IDR/USD) 9454 197 4110 10037 10507
Thailand (THB/USD) 37 022 -0.88 31.86 3228
Malaysia (MYR/USD) 35 0.00 -062 317 32]
Philippines (PHP/USD) 438 -0.09 140 4413 4460

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) 250 0.27 -0.20 140
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) 247 024 -0.28 151
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia (JIBOR/TW) 383 0.00 0 0
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 338 -0.06 0.00 -0.31

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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