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Investors in Asia welcomed the outcome of yesteraays elections in Greece with regiona
stock markets broadly higher toaay. The biggest gains were found in Australia (+20%), Japan,
Taiwan and Korea (with all three up by +18%). India’s central bank surprised many toaay by
leaving its benchmark rate unchanged (below,) causing the Sensex to shed 17% This week
has several important international events, including the G-20 in Mexico which starts today, as
well as a meeting of EU finance ministers on Friday, and a meeting between leaders of ltaly,
Gerrmany, France and Spairn the sarme day.

Citing high inflation risks, RBI keep policy rate on hold

Citing near-term risks of higher inflation, the Reserve Bank of India kept its benchmark repo
rate unchanged at 8.0% at its mid-quarter policy review today. The RBI in its statement noted
that upside risks to inflation persist due to the sharp depreciation in the rupee, which has
touched historic lows in recent months. The move surprised our and market expectations of
a 25 bps cut, which was based on a significant recent deceleration in India's growth prospects.
RBI's inaction weighed heavily on local eguity and bond markets, with sentiment markedly
lower after the decision. We believe that today's decision marks a pause, rather than an end,
to RBI's rate cutting cycle — and therefore we maintain our expectations of another 50 bps in
easing during 2012. One way to view today’s move is that it may have been designed to add
pressure on the Indian government to act — it is worth mentioning that the RBI also stated
that India’s rising subsidy burden was crowding out public investments at a time when
reviving investment is a critical imperative to improving India’s medium-term growth
prospects.

Housing prices in China continue to fall but at a slower pace

According to the latest statistics, the prices of new housing in China fell sequentially in May in
43 out of 70 cities, while staying unchanged in 21. Our calculations show that China’s nation-
wide housing prices further contracted by 2.0% y/y, the fifth consecutive decline this year. On
a sequential basis, prices edged down by a smaller margin (0.11% m/m). Housing prices have
declined a total of 1.76% since July 2011. Some property developers have recently cut prices in
order to prop up sales, resulting in the falling trend in prices with trading volumes picking up.
We expect the government's tightening policy stance on the real estate sector to remain for
the time being.

Briefly noted:

e Hong Kong's seasonally adjusted unemployment rate edged down to 3.2% over
the period of March to May, from 3.3% previously. Hong Kong's local labor market
continues to be tight, which may support consumption in the coming months. This
would provide a partial offset to Hong Kong's ongoing slowdown, which has primarily
been due to its high exposure to Europe through both the trade and finance

channels.
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Indicator of the Week

Taiwan: Taiwan Export Orders (June 20)
Forecast: -2.2% y/y Consensus: -3.0% y/y Prior: -3.5% y/y

As a 3-month leading indicator of Taiwan's exports, export orders will be
watched for further signs of weakening external demand, both for Taiwan and
for the region. April export orders were disappointing (-(35% y/y), and suggest
that near-term external demand might remain sluggish, despite a surprisingly
encouraging export outturn for China in the month of May (+15.3% vy/y). We
expect Taiwan's export orders to decline again, but at a decelerating rate.
Export orders to China should begin to stabilize, especially following stimulus
policies to support growth. The Taiwanese central bank will likely keep its wait-
and-see approach to further interest rate cuts at its next quarterly policy
meeting, a day after the export orders release.

Calendar Events

India - India Repo Cutoff Yield, June 18 Current Consensus New
We expected a 25 bps cut in the benchmark rate 8.00% 7.75% 8.00%
Taiwan - Benchmark Interest Rate, June 21 Current Consensus New

We expect the benchmark rate to remain unchanged 188% 188%



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. 231611 04 04 53 124
Hong Kong - Hang Seng 19427.8 10 25 54 105
Taiwan - Weighted 72815 18 23 30 -15.7
Japan - Nikkei 225 87210 18 11 31 -67
Korea - Kospi 1891.7 18 13 36 69
India - Sensex 30 166741 16 00 79 6.7
Australia - SPX/ASX 200 41369 20 18 20 78
Singapore - Strait Times 28242 05 13 6.7 6.0
Indonesia - Jakarta Comp 38602 11 -02 10 3.7
Thailand - SET 1160.0 -05 02 131 138
Malaysia - KLCI 1582.7 02 03 34 12
Philippines - Manila Comp. 50504 24 11 155 216
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) 6.36 012 018 6.36 641
Hong Kong (HKD/USD) 776 0.01 0.01 776 775
Taiwan (TWD/USD) 9¢ 016 013 2975 2944
Japan (JPY/USD) 7914 -052 038 79.04 7860
Korea (KRW/USD) 1157 073 074 1168 1179
India (INR/USD) 558 -061 -019 56.87 59.05
Australia (USD/AUD) 1.01 037 232 1.00 1.02
Singapore (SGD/USD) 127 -010 112 127 127
Indonesia (IDR/USD) 9450 -055 -042 9616 10041
Thailand (THB/USD) 5 013 060 3163 3206
Malaysia (MYR/USD) 316 027 036 317 321
Philippines (PHP/USD) 423 -017 136 4254 4300
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) 260 -013 -010 -010
Hong Kong (HIBOR/1W) 013 0.00 0.00 0.00
Taiwan (TAIBOR/TW) 067 0.00 0.00 0.00
Japan (TIBORNY) 076 0.00 0 0
Korea (KORIBOR/IM) 336 0.00 0.00 -0.01
India (MIBOR/7D) 270 -0.05 027 -005
Singapore (SIBOR/TW) 031 0.00 0.00 0.06
Indonesia UIBOR/TW) 41 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) 356 013 013 019

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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