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Chinese PMIs suggest a bottoming out may be at hand

While recent indicators continue to show a slowdown, the latest PMI figures show signs of
stabilizing trends. Today, China’'s non-manufacturing purchasing managers’ index for June
rose to a three-month high of 56.7% from 55.2% in May, which indicates that the service
sector expanded at a faster pace than the previous month. Conversely, China’s official
manufacturing PMI in June moderated slightly to 50.2% (consensus: 49.9), from 50.4% in May,
but critically still remains above the 50 level, signaling expansion. Despite the uncertain
global environment, we continue to believe that China’s economy is poised for a rebound in
the second half due to supportive fiscal and monetary policy measures, keeping full-year GDP
growth at close to 8%.

Australia keeps policy rate steady, statement broadly neutral

Today, the Reserve Bank of Australia (RBA) kept its policy rate unchanged at 350%, as
expected by the market. In its statement the RBA adopted a broadly neutral stance with
respect to monetary policy, suggesting that 75 bps in cuts between May and June should
help offset the impact of “a more subdued international outlook than a few months ago.” The
RBA also stated that it expects full-year inflation to be consistent with its target of 2-3%, while
growth thus far has been close to trend as a stronger-than-expected domestic environment is
offsetting external headwinds. In view of the sluggish global outlook, we expect the RBA to
cut its policy rate a further 25 bps before the end of this year.

Hong Kong's retail sales sluggish; outlook remains challenging

Hong Kong's recorded retail sales growth of 88% y/y in May, lower than both the consensus
(9.4% y/y) and last month's outturn (11.4% y/y). Slowing growth in retail sales can largely be
attributed to spillovers from Europe, as consumer sentiment is falling as the crisis

continues. Looking ahead, while resilient labor market conditions and steady inbound tourism
will continue to render some support for Hong Kong's retail business, the uncertainty created
by the European debt crisis will likely keep retail sales subdued.
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Calendar Indicators

Australia Date Period  Prior Cons. Actual
Retail Sales s.a. (MoM) 04-Jul May  -020%  020% -~
Trade Balance O5-Jul May -203M -500M -
China Date Period  Prior Cons. Actual
HSBC Manufacturing PMI O2-Jul Jun 484 - 482
HSBC Services PMI O4-Jul Jun 547 - -
Hong Kong Date Period  Prior Cons. Actual
Retail Sales - Value (YoY) O3-Jul May  1140% 970% 8.80%
Purchasing Managers Index O5-Jul Jun 494 - -
Indonesia Date Period  Prior Cons. Actual
Inflation (YoY) 02-Jul Jun 4.45% 438% 453%
Core Inflation (YoY) 02-Jul Jun 414% 410% 415%
Exports (YoY) 02-Jul May  -350% -900% -850%
India Date Period  Prior Cons. Actual
Exports YoY% O2-Jul May 320% - -4.20%
Japan Date Period  Prior Cons. Actual
Monetary Base (YoY) O3-Jul Jun 240% - 590%
Malaysia Date Period  Prior Cons. Actual
Exports YoY% O4-Jul May -010% 480% -
Philippines Date Period Prior Cons. Actual
Consumer Price Index (YoY) O5-Jul Jun 290% 2.80% -
Singapore Date Period  Prior Cons. Actual
Purchasing Managers Index O3-Jul Jun 504 501 -
South Korea Date Period  Prior Cons. Actual
Consumer Price Index (MoM) 02-Jul Jun 0.20% 0.20% -0.10%
Consumer Price Index (YoY) 02-Jul Jun 250% 250% 2.20%
Taiwan Date Period  Prior Cons. Actual
CPI YoY% O5-Jul Jun 1.74% 1.77% -
Thailand Date Period  Prior Cons. Actual
Consumer Price Index (YoY) 02-Jul Jun 253% 2.60% 256%

Core CPI (YoY) O2-Jul Jun 195% 2.00% 192%



Calendar Events

Australia - RBA Cash Target, July 3 Current Consensus New
We expected the benchmark rate to remain unchanged 350% 350% 350%
Malaysia - Overnight Rate, July 5 Current Consensus New

We expect the benchmark rate to remain unchanged 3.00% 3.00%



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. 22050 0] 03 14 192
Hong Kong - Hang Seng 197355 15 44 71 119
Taiwan - Weighted 74184 10 39 49 -15.]
Japan - Nikkei 225 90666 07 46 72 -8
Korea - Kospi 18678 09 28 23 121
India - Sensex 30 174176 01 30 127 72
Australia - SPX/ASX 200 412722 01 28 17 1011
Singapore - Strait Times 29453 12 50 13 6.2
Indonesia - Jakarta Comp 40499 15 43 6.0 31
Thailand - SET 119811 08 4] 168 150
Malaysia - KLCI 1607.7 04 09 50 16
Philippines - Manila Comp. b56h 12 33 27 233
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) 635 -0.06 016 6.35 640
Hong Kong (HKD/USD) 5 0.05 0.07 775 775
Taiwan (TWD/USD) 299 0.07 035 2978 2948
Japan (JPY/USD) 83 -040 -0.39 7972 7932
Korea (KRW/USD) 1138 068 177 1142 1153
India INR/USD) 54.8 114 407 55.86 5815
Australia (USD/AUD) 103 015 199 098 1.00
Singapore (SGD/USD) 126 039 117 126 126
Indonesia (IDR/USD) 9379 0.03 138 9462 9831
Thailand (THB/USD) 315 022 m 31.64 3204
Malaysia (MYR/USD) 3B 037 142 316 320
Philippines (PHP/USD) 417 067 194 4183 4221
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) 416 0.00 032 182
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 0.00 -0.02
India (MIBOR/7D) 417 -0.03 -0.31 132
Singapore (SIBOR/TW) 025 0.00 0.00 -0.06
Indonesia UIBOR/TW) 415 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) 350 013 -019 025

Last update: today, 17.45 Hong Kong time



Charts

Chart9 Chart10
Stock Markets Stock Markets
110 110 +
108 b
;! China 108
A 106 -
104 Indonesia
102 4
100 -
98
96
94 -
92
90
88
86
- 84
82 T T T T T T T T T T T T T T T 82 T T T T T T T T T T T T T T T
gogaggogaugag ey gd NN NN NN NNNNNN NN
8E-CRBB-°-2R22288 38:Egg8:Eggeeeagy
83333 38888888888 S IIIIIRERLLRLEEESS
Source: BBVA Research and Bloomberg Source: BBVA Research and Bloomberg
Chartn Chart12
Foreign Exchange Markets Foreign Exchange Markets
94 -
95 —
9% dapanc, Los.ant L
97 - : N
98 e /
99 N
100 b — =
o S L W
=
i L
A e
104 | \’_‘\ "N AT
1o A\J\ | 105 ) Indonesia*" Y yalaysia
108 W/ Australia 106 - Indi
107 107 - naia
108 108 -
109 109 - r‘j\'\'f\ 'j
110 110
1M 11 v
112 112 4
L T e e 3L
goggoggggegagegaggagegged N NN NN NANNNNNN NN
8B8-ERRB-ERRE22887 S8-tggB-tg3ceqs
83 3333888888888 8 3IIIII LR B BLSE8SS
Source: BBVA Research and Bloomberg Source: BBVA Research and Bloomberg
Stephen Schwartz Fielding Chen Le Xia

Chief Economist for Asia
stephen.schwartz@bbva.com.hk

Zhigang Li
Senior Economist (China)
zhigang.li@bbva.com.hk

George Xu
Economist
george.xu@bbva.com.hk

BBVA

Senior Economist
fielding.chen@bbva.com.hk

Sumedh Deorukhkar
Senior Economist (India, Mumbai)
sumedh.deorukhkar@grupobbva.com

Richard Li
Asian FX Chief Strategist
richard.li@bbva.com.hk

Senior Economist (China)
xia.le@bbva.com.hk

Jeffrey Cantwell
Economist
jeffrey.cantwell@bbva.com.hk

William Fitchett
Economist
william.fitchett@bbva.com.hk

. | 43/F., Two IFC, 8 Finance Street, Central, Hong Kong | Tel.: +852 2582 3111 | www.bbvaresearch.com

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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