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Asia

Last Friday’s weaker-tharn-expected US jobs data triggered a selfoff in Asiar markets today.
The Korean and Chinese stock rmarkets were armong the biggest decliners, down by -28%
and -2 7% respectively. A number of Asian stock markets are now negative for the year,
ncluding Japan, Korea, Hong Kong, Taiwan and Australia. Meanwhile several of the region’s
currencies are trading at yearly lows against the dollar, reflecting heightened risk aversion -
though the yven remains a notable exception, having appreciated to /8 1/USD, raising
speculation about possible upcorming intervention. lnvestors are now looking for signs of
further policy easing in support of growth, such as prospects for another rate cut in Australia
at tomorrow’s monetary meeting (see below,)

China issues guidelines for further financial system reform

Over the weekend, the State Council issued lengthy guidelines on “strengthening
international economic cooperation.” The guidelines aim to support the opening of domestic
markets to foreign investors and the liberalization of the capital account. While no timetable
has been provided, such guidelines include measures to allow foreign enterprises to issue
RMB bonds and equities in the domestic market. Separately, Chinese news media outlets are
reporting that the authorities will expand a pilot program for bank loan securitizations, aimed
at increasing bank liguidity. The pilot program was initiated in 2005 but was halted after the
2008-09 global financial crisis.

Briefly noted:

e South Korea's Finance Minister Bahk Jae-wan said over the weekend that various
state-run funds will be utilized to help stimulate the economy; the likely
beneficiaries will be small and medium enterprises, as well technology and trade-
related sectors.

e Australia will hold its next scheduled monetary policy meeting tomorrow. Last
month the RBA cut rates by a larger-than-expected 50 bps. Given the recent
weakening of the external environment and sluggish retail sales, expectations of a
further rate cut tomorrow are high.
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Calendar Indicators
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Indicator of the Week

China: Industrial output for May (June 9)
Forecast: 10.5% y/y Consensus: 9.8% y/y Prior: 9.3% y/y

China’s growth momentum moderated further in April, prompting the
government to increase policy support recently. New measures have been
geared towards increasing consumption and investment in infrastructure,
while the central bank also decided to cut the reserve requirement ratio by
50bps on May 12th. Taking these supportive policies into account, we expect
the industrial production index, a key gauge of China’s growth momentum, to
improve slightly in May to 105% in year-on-year terms, up from 9.3% in April. In
addition to IP, several other important indicators will also be released next
week, including inflation, retail sales, investment, and credit aggregates.
Headline inflation is expected to remain low at 3.3%y/y in May (from 3.4%y/y in
April) due to easing food and fuel prices, providing room for further policy
easing in the coming months, if necessary.

Calendar Events

Australia - RBA Cash Target, June 5 Current Consensus New
We expect the benchmark rate to remain unchanged 3.75% 350%
South Korea - 7-Day Repo Rate, June 8 Current Consensus New

We expect the benchmark rate to remain unchanged 325% 325%



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. 23086 2.7 2.2 50 154
Hong Kong - Hang Seng 181856 20 33 13 208
Taiwan - Weighted 6894.7 30 34 25 -238
Japan - Nikkei 225 82956 17 35 19 126
Korea - Kospi 17831 2.8 2.2 2.3 156
India - Sensex 30 159884 0] 26 35 130
Australia - SPX/ASX 200 39850 19 20 18 130
Singapore - Strait Times 26989 17 32 2.0 142
Indonesia - Jakarta Comp 36546 38 67 A4 49
Thailand - SET 11152 23 16 838 54
Malaysia - KLCI 15552 12 00 16 -03
Philippines - Manila Comp. 48902 34 13 n9 138
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) 636 0.09 -029 638 643
Hong Kong (HKD/USD) 776 0.00 0.03 776 775
Taiwan (TWD/USD) 300 -039 140 2996 2970
Japan (JPY/USD) 7812 -013 173 7802 7750
Korea (KRW/USD) 1182 -036 -0.75 1187 1196
India INR/USD) oHH 018 -054 56.65 5874
Australia (USD/AUD) 097 0.04 149 104 106
Singapore (SGD/USD) 129 047 -075 129 128
Indonesia (IDR/USD) 9427 -039 1.00 9602 10034
Thailand (THB/USD) 316 063 022 31.73 3216
Malaysia (MYR/USD) 320 -0.21 166 322 325
Philippines (PHP/USD) 435 -0.07 009 4376 4419
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) 248 014 016 137
Hong Kong (HIBOR/1W) 013 0.00 0.00 -0.02
Taiwan (TAIBOR/TW) 067 0.00 0.00 0.00
Japan (TIBORNY) 076 0.00 0 0
Korea (KORIBOR/IM) 336 -0.01 -0.01 -0.01
India (MIBOR/7D) 29 0.06 -0.09 -1.04
Singapore (SIBOR/TW) 031 0.06 0.06 0.06
Indonesia UIBOR/TW) 401 002 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) 331 0.06 0.06 0.00

Last update: today, 17.45 Hong Kong time
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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
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