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Daily Flash

Asia

Markets in Asia were down sharply today, on a combination of concerns about slowing growth in China
and. more significantly, financial tensions in Europe. The Hang Seng finished the day down 30% while the
Nikkei and Kospi both shed 19% Adding to the dark rmood in Hong Kong today was Typhoon Vincente
which bore down on the city and forced the closure of all businesses and public services at 6pim local tirme.

Korea announces more measures to prop up the economy

Korea's government announced it is preparing new measures to spur growth, following a surprise 25bps
interest rate cut on July 12", The most important announcement relates to a possible easing of debt-to-
income limits on mortgages (currently the ceiling is between 40%-60%), in a bid to revive a sluggish
property market (home values have fallen by 0.7% this year). Other measures being considered include the
abolishment of both a punitive capital gains tax on multiple home owners as well as a price cap on new
apartments. Despite these measures, policymakers will likely still exercise caution due to Korea's already-
high level of household debt, which presents a medium term risk to the economy.

Singapore's inflation remains high in June..

Singapore’s inflation in June rose to 53% y/y (from 5.0% in May; consensus: 51% y/y), as housing (10.8% vy/y)
and transportation costs (8.7% y/y) continue to keep inflation elevated. High inflation was the key reason
behind the Monetary Authority of Singapore’s decision to tighten monetary policy in April. While inflation is
expected to moderate in the second half of the year, it will likely continue to remain above its historical
average, presenting an ongoing problem given Singapore’s sluggish growth (1.9% y/y in the second
quarter).

..while Hong Kong's eases

Hong Kong's inflation eased to 3.7% v/y in June (consensus: 4.0% y/y) from 4.3% y/y last month, as both
food and rental prices, which constitute the two main drivers behind inflation, slowed in June to 7.1% y/y and
58% yly respectively (compared to 84% y/y and 6.3% y/y in May). The outlook for inflation remains murky,
as on the one hand pressures from rising rental prices may persist due to a tight labor market and ongoing
shortages in housing supply, while on the other hand the difficult external environment is prone to weigh
on import prices, helping to stabilize local inflation.

Vietnam approves state-owned enterprise reform plan

Vietnam's Prime Minister has approved a plan to reform state-owned enterprises (SOEs), according to a
statement posted on Saturday on Vietnam's government website. The plan outlines the process to
restructure SOES by putting an end to non-core businesses by 2015. SOEs identified by the central or local
governments will have to submit a restructuring plan by the third quarter of 2012 for approval.

Briefly noted:

e Taiwan's industrial production surprised to the downside in June, declining by -24% vyly
(consensus: +05%) from -0.2% in May. Taiwan's manufacturing sector activity is highly correlated
with the country’'s exports performance, therefore weakening machinery equipment and
consumer electronics output data suggest that domestic business sentiment continues to
deteriorate along with the slowdown in external demand.

e In another sign of the RMB's increasing internationalization, the PBoC announced today that
Indonesia’s central bank has begun investing in China’s interbank bond market, though details
regarding the amount and tenor were not disclosed.
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Calendar Indicators

Australia Date Period  Prior Cons. Actual
Consumer Prices (QoQ) 25-Jul 2Q 0.10% 0.60% -
Consumer Prices (YoY) 25-Jul 2Q 160% 130% -
China Date Period  Prior Cons. Actual
HSBC Flash Manufacturing PMI 24-Jul Jul 482 - -
Industrial Profits YTD YoY 27-Jul Jun -240% - -
Hong Kong Date Period  Prior Cons. Actual
CPI - Composite Index (YoY) 23-Jul Jun 430% 4.00% 3.70%
Exports YoY% 24-Jul Jun 520% 180% -
Imports YoY% 24-Jul Jun 460% 150% -
Japan Date Period  Prior Cons. Actual
Merchnds Trade Balance Total 25-Jul Jun  -¥9073B -¥1400B -
Merchnds Trade Exports YoY 25-Jul Jun 10 3

Merchnds Trade Imports YoY 25-Jul Jun 93 11

Natl CPI YoY 27-Jul Jun 0.20% 0.00%

Natl CPI Ex-Fresh Food YoY 27-Jul Jun -010% 0.00% -
Philippines Date Period  Prior Cons. Actual
Trade Balance 25-Jul May  -$135M - -
Singapore Date Period  Prior Cons. Actual
CPI (MOM) - NSA 23-Jul Jun 0.20% -010% 0.00%
CPI (YoY) 23-Jul Jun 5.00% 510% 530%
Industrial Production MoM SA 26-Jul Jun 180% -0.80% -
Industrial Production YoY 26-Jul Jun 6.60% 2.80% -
South Korea Date Period  Prior Cons. Actual
GDP (QoQ) 26-Jul 2QP  090% 050% -
GDP (YoY) 26-Jul 20P 2.80% 250%

Current Account in US$ Million 27-Jul Jun  $3611.8M - -
Taiwan Date Period  Prior Cons. Actual
Unemployment Rate - sa 23-Jul Jun 425% 430% 424%
Industrial Production (YoY) 23-Jul Jun -0.21% 050% -244%
Thailand Date Period  Prior Cons. Actual
Customs Exports (YoY) 25-Jul Jun 768% 450% -~
Vietnam Date Period  Prior Cons. Actual

CPI(YoY) 24-Jul Jul 6.90% 570%
Exports YTD (YoY) 24-31 JUL Jul 2220% -



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

Thailand - Benchmark Interest Rate, July 25 Current Consensus New
We expect the benchmark rate to remain unchanged 3.00% 3.00%
Philippines - Overnight Borrowing Rate, July 26 Current Consensus New

We expect the benchmark rate to remain unchanged 4.00% 4.00%



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. 21414 13 -03 26 227
Hong Kong - Hang Seng 190535 30 -04 34 -15]
Taiwan - Weighted 70287 19 -09 -06 198
Japan - Nikkei 225 85083 19 25 06 160
Korea - Kospi 17894 1.8 1.6 20 176
India - Sensex 30 16867.2 1.7 14 91 99
Australia - SPX/ASX 200 41289 17 06 18 103
Singapore - Strait Times 29805 12 06 126 64
Indonesia - Jakarta Comp 40098 17 -09 49 24
Thailand - SET 11889 16 2] 159 6.0
Malaysia - KLCI 1636.2 -04 00 69 45
Philippines - Manila Comp. 51394 14 -30 176 14.8
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) 6.39 -019 -0 6.36 643
Hong Kong (HKD/USD) 776 0.00 0.01 775 775
Taiwan (TWD/USD) 300 -0.26 -015 30.02 2972
Japan (JPY/USD) 7806 055 1.04 7796 7758
Korea (KRW/USD) 1147 -047 0.04 1154 1164
India (INR/USD) 559 110 110 5697 5935
Australia (USD/AUD) 103 -094 030 098 1.00
Singapore (SGD/USD) 126 -027 037 126 126
Indonesia (IDR/USD) 9503 -047 015 9623 9988
Thailand (THB/USD) 318 -035 -063 3195 3233
Malaysia (MYR/USD) 3l 071 012 319 322
Philippines (PHP/USD) 420 044 047 4218 4246
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) 3bh 0.00 on -0.95
Hong Kong (HIBOR/1W) 013 0.00 -0.02 0.00
Taiwan (TAIBOR/TW) 064 0.00 -0.01 -0.03
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 307 -0.01 -0.03 027
India (MIBOR/7D) 357 0.00 022 -0.77
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 417 0.00 -0.01 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) 213 -0.25 044 -1.63

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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