Economic Analysis
BBVA | researc

Daily Flash

Asia

Markets ended the week on a down note (Nikkei: -15%), but for the week have broadly postea
gains (Hang Seng: +29%) on expectations of QF from the Fed and strong global earnings
reports. Next week presents several imporitant indicators from Asia (see below), but the mosi
Important ones will be Chinas Flash PMI and South Koreas 2Q GDP. which will help shape
sentirment over Asia’s growth trajectory.

Taiwan export orders fall marginally less than expected

Export orders in June came in slightly better than expectations, but still showed a contraction
of 26% from a year earlier (BBVA: -29%; Consensus: -2.8%), indicating that demand remains
weak through the 1st half of this year. Taiwan’'s export orders are closely watched as an
indicator of the regional export outlook, given Taiwan's place in the global supply chain.
Orders were weak across key destination markets, despite some marginal improvements in
demand from Europe and China. Expectations of an interest rate cut in the second half of
2012 have been rising, especially after the central bank lowered the interbank overnight rate
recently. Though not in our baseling, the probability of a rate cut is rising given sluggish
growth trends, although the authorities may stay cautious for now given their emphasis on
containing inflationary pressures and a buildup in property prices.

Next week: Korea to release 2Q GDP growth, China Flash PMI

Next week's highlight in the region's economic data calendar will be the release of South
Korea's 2Q GDP growth, which is due on Thursday — we expect growth slowed to 26% y/y in
the second quarter (see Weekly Indicator below). Several Asian economies will report
inflation, including Australia (note theirs is released on a quarterly basis), Hong Kong, Japan,
Singapore and Vietnam. Industrial production data will be published in Singapore, Thailand
and Taiwan, while China's HSBC Flash PMI and industrial profits will also be released. On the
monetary front, Thailand and the Philippines will hold their regular policy meetings on
Wednesday and Thursday respectively, with no change in rates expected.

Briefly noted:

e Vietnam will not ease monetary policy further, said the country's central bank
governor in a response to calls for more rate cuts at a meeting in Hanoi today, as
reported by Bloomberg. The State Bank of Vietnam has cut benchmark rates this year
by a combined 500 bps over concerns of a slowdown in growth, while inflation has
also trended down.
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Calendar Indicators

China Date Period  Prior Cons. Actual
Actual FDI (YoY) 17-Jul Jun 010% -200%  -690%
China June Property Prices 18-Jul Jun

Hong Kong Date Period  Prior Cons. Actual
Unemployment Rate SA 19-Jul Jun 320% 330% 320%
India Date Period  Prior Cons. Actual
Monthly Wholesale Prices YoY% 1e-Jul Jun 755% 761% 7.25%
CPI (YoY) 18-Jul Jun 10.36% - 10.02%
Japan Date Period  Prior Cons. Actual
All Industry Activity Index (MoM) 19-Jul May 010% -030%  -030%
Malaysia Date Period  Prior Cons. Actual
CPI YoY 18-Jul Jun 1.70% 1.70% 160%
Philippines Date Period  Prior Cons. Actual
Overseas Remittances (YoY) 16-Jul May 530% - 510%

Balance of Payments 19-Jul Jun $138M - $14M

Singapore Date Period  Prior Cons. Actual
Electronic Exports (YoY) 17-Jul Jun 390% 400% 160%
Non-oil Domestic Exports (YoY) 17-Jul Jun 320% 190% 6.80%
Non-oil Domestic Exp SA (MoM) 17-Jul Jun -210% 2.30% 6.70%
Taiwan Date Period  Prior Cons. Actual

Export Orders (YoY) 20-Jul Jun 304%  -275% -2.62%



Indicator of the Week

Korea: 2Q GDP (July 26)
Forecast: 2.6% y/y Consensus: 2.4% y/y Prior: 2.8% y/y

Being heavily export-dependent, Korea’s economy is highly exposed to
weakening external demand. With the economy slowing and inflation (2.2%
y/ly in June) remaining well within the official 2-4% target range, the Bank of
Korea cut interest rates on July 12th by 25bps, the first easing move since
2009. The move came against weakening external demand, which resulted in
a half percentage point lowering of the BoK's full year forecast to 3.0% y/y
(BBVA: 29% y/y). We expect a further slowdown in Korea’'s second quarter
GDP. Given recent fiscal stimulus measures and the likelihood of another rate
cut during the year, we expect Q2 to reflect a bottoming out of growth
momentum, although there are downside risks due to the weak external
environment.

Calendar Events

There are no calendar events scheduled for this week.
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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. 21686 07 -08 14 224
Hong Kong - Hang Seng 196408 04 29 65 107
Taiwan - Weighted 7164.7 02 09 13 7.7
Japan - Nikkei 225 86699 14 -06 25 134
Korea - Kospi 18229 00 06 -02 154
India - Sensex 30 141532 07 -04 1.0 -/3
Australia - SPX/ASX 200 41997 -02 29 35 77
Singapore - Strait Times 30191 03 08 14 -34
Indonesia - Jakarta Comp 40812 04 15 6.8 08
Thailand - SET 12088 -03 -0 179 938
Malaysia - KLCI 1643.0 -0 10 73 5]
Philippines - Manila Comp. 52109 04 01 192 156
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) 63/ -0.01 0.09 6.35 641
Hong Kong (HKD/USD) 776 0.00 002 775 775
Taiwan (TWD/USD) 300 002 0.0 2991 2962
Japan (JPY/USD) 7858 0.01 0.76 7850 7815
Korea (KRW/USD) 1141 -018 0.79 1146 1156
India (INR/USD) 55 -019 -017 56.14 5849
Australia (USD/AUD) 104 -0.07 190 097 099
Singapore (SGD/USD) 125 -007 083 125 125
Indonesia (IDR/USD) 9458 002 -0l 9545 9890
Thailand (THB/USD) 37 016 -035 31.85 3223
Malaysia (MYR/USD) 3B 013 115 317 320
Philippines (PHP/USD) 419 -027 022 4199 4220
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) 355 0.05 0.22 0.05
Hong Kong (HIBOR/1W) 013 0.00 -0.02 0.00
Taiwan (TAIBOR/TW) 064 0.00 -0.03 -0.03
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 308 -0.01 -0.05 -0.26
India (MIBOR/7D) - 0.05 023 017
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 417 0.00 0.00 0.05
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 238 -050 -050 -1.25

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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