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India: RBI's measures to revive the rupee fall short of expectations

The RBI announced new measures to boost economic growth and support the rupee
yesterday. Although the measures were deemed a positive for the rupee over the medium
term, they failed to match market expectations, as indicated by the USD/INR depreciating
after the announcement (latest: 57.02). The new measures included 1) widening the overall
External Commercial Borrowing limit by another US$10bn, taking the total to US$40bn, 2)
raising the foreign investment limit in India’s sovereign debt by US$5bn to US$20bn, and 3)
Qualified Foreign Investors (QFIs) are now allowed to invest into a mutual scheme that has
25% of AUM invested in India’s infrastructure sector.

Japan's lower house passes consumption tax bill

Today, Japan passed a consumption tax bill in the lower house by a vote of 363-96. The tax
bill plans to hike the consumption tax from its current 5% to 8% in April 2014 and then to 10%
in October 2015. The bill is expected to help alleviate Japan's fiscal deficit, which poses a key
risk to Japan's medium growth outlook. The legislation now moves to the upper house,
which is controlled by opposition parties who also support the bill. With Japan's fiscal debt
already exceeding 200% of GDP and post-quake reconstruction spending adding further
debt to Japan’s balance sheet, the bill is seen as necessary in order to raise revenues.

Hong Kong exports surprise to the upside

Hong Kong's exports and imports in May grew by 52% y/y and 46% y/y respectively, well
above market expectations (consensus: exports, 05%; imports, 2.2%). That said, exports and
imports both slowed from the previous month (April: exports, 5.6%; imports: 46%), signalling
that Hong Kong's economy remains under pressure due to the sluggish global environment.
Trade flows held up well for most of Hong Kong's Asian partners, including China, but Hong
Kong's exports to Germany fell noticeably, declining by-20% in May.

Briefly noted:

e Singapore's industrial production rebounded after two consecutive months of
contraction, expanding by a better-than-expected 6.6% y/y in May (consensus: 6.1%
y/y). Looking ahead, Singapore’s production is expected to remain under pressure
due to sluggish demand for exports from the US and EU.

e The Bank of Thailand (BoT) has brought forward the implementation of Basel lll
rules to 2013 from 2015, according to words by the central bank's assistant governor
today. Full implementation of Basel lll in Thailand is scheduled for 2019. Banks in
Thailand will have to meet a common equity ratio of 45%; a tier-one capital ratio of
6%; and a total capital ratio 85%. The BoT is expected to issue guidelines for the
implementation process shortly.
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Indicator of the Week

China: PMI for June (July 1)
Forecast: 50.1 Consensus: 49.8 Prior:50.4

Activity indicators for May showed continued weakness in growth momentum,
albeit with mixed signs due to much stronger than expected exports. We
expect growth momentum to remain somewhat sluggish in June, as the just
released flash estimate for the private sector PMI (Markit) registered a further
moderation, to 48.1% from 48.4% in the previous month. We expect the official
manufacturing PMI (with a greater focus on larger and domestic-oriented
firms) to show moderation as well to 5011, still above the +50
expansion/contraction threshold. Going forward, increasing monetary and
fiscal policy stimulus should lead to a pick up in growth momentum in the
second half of the year.

Calendar Events

There are no calendar events scheduled for this week.



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. 22221 -0l 4] 10 191
Hong Kong - Hang Seng 189818 04 2.2 30 144
Taiwan - Weighted e -04 19 09 163
Japan - Nikkei 225 8664.0 -08 01 25 105
Korea - Kospi 18178 -04 -39 -04 1311
India - Sensex 30 16906.6 01 03 94 /3
Australia - SPX/ASX 200 40133 04 27 11 1.0
Singapore - Strait Times 28056 -03 13 6.0 -85
Indonesia - Jakarta Comp 38814 06 00 16 09
Thailand - SET 11511 03 19 123 125
Malaysia - KLCI 15941 -06 -0 4] 19
Philippines - Manila Comp. 51938 05 22 188 210
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 0.01 -013 6.37 642
Hong Kong (HKD/USD) 776 002 0.00 776 775
Taiwan (TWD/USD) 300 0.01 -034 29.88 2958
Japan (JPY/USD) 7934 040 -049 7924 7884
Korea (KRW/USD) 1158 028 017 1164 175
India (INR/USD) 570 0.03 -1.81 5819 6050
Australia (USD/AUD) 1.01 042 133 1.00 1.02
Singapore (SGD/USD) 128 010 105 128 128
Indonesia (IDR/USD) 9508 0.01 105 9673 10105
Thailand (THB/USD) 318 0.00 -1.26 3197 3237
Malaysia (MYR/USD) 320 -0.02 -1.21 321 324
Philippines (PHP/USD) 425 036 -029 4264 4308
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) 429 -0.08 -0.08 178
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 0.00 -0.01 -0.03
India (MIBOR/7D) 448 028 178 201
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 414 002 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) 369 -0.06 0.06 031

Last update: today, 17.45 Hong Kong time
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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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