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Chinese authorities may relax regulations to spur bank lending

A Chinese media outlet reported today that China's Banking Regulation Committee (CBRC)
may relax restrictions on new bank lending to local government financing vehicles (LGFVs), in
order to facilitate local government spending on infrastructure projects and help stabilize
GDP growth. If true, it would be the second time in the past four months that the CBRC has
applied regulatory forbearance to LGFVs, as earlier this year banks were allowed to roll over
existing loans, effectively buying time by extending the maturity of LGFV obligations. The
authorities were successful this past year in preventing a further rise in local government
borrowing, but with growth now the priority they may allow such debt to rise modestly. Such
a move could be very effective in stimulating growth through a number of “shovel-ready”
projects at the local government level, but could also add to concerns about future risks to
the quality of bank lending.

Indonesia hints at 90% ownership cap in Indonesian banks

Bloomberg reported today that Indonesia’s Deputy Governor of banking regulations stated in
a speech that commercial (including foreign) ownership of Indonesian banks ‘could be as
high' as 90% (currently it is 99%). Bank Indonesia is set to formally announce the ownership
rule before July, but if true this level would be well above previous expectations that outside
ownership would be capped at 50%.

Japan's trade deficit widens, likely to remain under pressure

Japan's greater-than-expected May trade deficit highlighted its ongoing difficulties due to
rising energy imports and weak European demand for Japan's exports. Despite a 10.0% y/y
rise in exports (consensus: 9.3%) on strong demand from the US, Japan posted a trade deficit
of 907.3 billion yen (USD 115 billion) for the month (consensus: 561.1 billion yen). Imports
increased by 9.3% vy/y (consensus: 3.3%) as mineral fuels, which account for 1/3 of total Japan’s
imports, surged by 19.6% y/y, underscoring Japan's increasing need for external energy
sources after shutting its nuclear reactors. We expect Japan's exports to rise in the coming
months due to an expected recovery in the US economy along with China's efforts to support
growth; however, the trade balance may remain under pressure due to a strong yen and
Japan's ongoing need for external energy supplies.

Briefly noted:

e Taiwan: Export orders in May contracted by 3.0% yoy, slightly better than
expected (consensus: -3.7% yoy) but below our forecast (BBVA: -2.2% y/y). Demand
from European and ASEAN countries worsened notably, but demand from the US
held up well and improved slightly from mainland China. The central bank of Taiwan
will have its second quarter monetary policy meeting tomorrow, where authorities are
likely to leave the benchmark rate unchanged at 1.875%.
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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 1.88% 1.88%



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. 29 -03 -1 42 125
Hong Kong - Hang Seng 195189 05 26 59 96
Taiwan - Weighted 73346 08 35 37 14.0
Japan - Nikkei 225 87523 11 19 35 -64
Korea - Kospi 19041 0.7 24 43 57
India - Sensex 30 169204 04 02 95 -33
Australia - SPX/ASX 200 41324 02 17 19 7.2
Singapore - Strait Times 2855.7 05 25 79 52
Indonesia - Jakarta Comp 39439 16 22 32 58
Thailand - SET 11732 00 13 144 158
Malaysia - KLCI 16044 06 18 438 29
Philippines - Manila Comp. 51465 13 07 177 239
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 -0.08 014 6.36 640
Hong Kong (HKD/USD) 776 0.00 0.00 776 775
Taiwan (TWD/USD) 299 0.01 032 2979 2948
Japan (JPY/USD) el 0.00 067 7886 7844
Korea (KRW/USD) 1151 046 150 1158 1169
India INR/USD) 56.0 -0.06 -057 5714 5936
Australia (USD/AUD) 102 014 270 099 1.01
Singapore (SGD/USD) 127 -006 124 127 126
Indonesia (IDR/USD) 9430 -023 000 9660 10052
Thailand (THB/USD) 5 -019 016 3162 3204
Malaysia (MYR/USD) 316 -0.07 063 317 32]
Philippines (PHP/USD) 421 056 120 4228 4271
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) 350 059 0.77 0.80
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) 334 -0.01 -002 -0.03
India (MIBOR/7D) 340 040 021 0.65
Singapore (SIBOR/TW) 025 0.00 -0.06 0.00
Indonesia UIBOR/TW) 412 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) 363 0.00 019 025

Last update: today, 17.45 Hong Kong time
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