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Asian rmarkets responded positively to comiments made yesterday by ECB President Maric
Draghi on the central bank’s commitment to do whatever it takes to save the euro. The Hang
Seng C0%) Kospi (26%) and Nikkei (15%) all advanced ending the week orn a positive note after
another difficult week for Asian equities. Asian FX broadly rallied as well with the AUD (+O.3% or:
the aay) now 104 versus the US dollar. The yen, which has strengthened enough in recent weeks
that prospects of further quantitative easing have once again been bandied about advanced by
O1% to 782/USD. With signs that the ‘Draghi” effect were already beginning to wane in afternoor
trading in Europe it remains to be seen whether this positive rmormenturm will continue intc
Monday. In Asia, next week will feature the release of a number of irmportant econormic indicators,
including China’s official PMI which will be released on Wednesday (see Weekly Indicator below,)

Japan's deflation continues, while consumer spending holds up in June

Japan's inflation fell to -0.2% y/y (consensus: 0.0%; May: 0.2%) in June, while core inflation
(excluding food and energy) declined by -0.6% y/y (consensus: -0.5%; May: -0.6%). Falling gasoline
and fuel prices were the main factors for the decline in headline inflation. The lower than expected
outturn increases the likelihood that the BoJ will ease monetary policy further in the coming
months by expanding the size of its asset purchase program. Separately, Japan also released
retail sales data, which rose by 02% y/y in June as a result of a pick up in private consumption
due to the government's subsidy program and reconstruction spending. We expect Japan's
economy to expand by 2.4% in 2012, although the growth pace is expected to slow in the second
half of the year.

Thailand's manufacturing production slumps in June — rate cut forthcoming?

Thailand's manufacturing output declined in June by -9.6% vy/y (consensus: -0.8%), according to
data released today, reversing a positive reading in the previous month (when the index rose for
the first time this year by 6% y/y). The prolonged uncertainty in the external environment is
weighing on Thailand's recovery, as was both flagged this week by the Bank of Thailand (BOT)
and seen in an unexpected decline in exports posted on Wednesday (-25% y/y). The BOT has cut
its GDP growth forecast for this year from 6.0% to 5.7%, and has reacted to recent developments
by signaling possible monetary easing in future meetings, following the trend set by its Asian
peers in recent weeks.

Briefly noted:

e Vietnam's exports growth slowed to 3% y/y according to data released yesterday, a
considerable slowdown compared with 169% y/y the previous month. However, the
country posted a surprise trade surplus of US$O.1 billion.

e Along with the release of China's official PMI, other countries publishing their PMI
data next week include Singapore, South Korea and Taiwan. Japan and South Korea
will publish their industrial production figures, while Indonesia, South Korea and Thailand
will release inflation data. In India, investors will closely watch RBI's monetary policy
meeting on Wednesday for signs of further easing, while on Thursday trade balance data
will be released.
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Indicator of the Week

China: PMI for July (August 1)
Forecast: 50.4 Consensus: 50.4 Prior: 50.2

While growth momentum continued to slow in the second quarter, recent
indicators suggest that the slowdown may be stabilizing on increasing policy
support. Loan growth and the latest flash HSBC PMI (495 vs. 48.2 in June) have
both improved on rising production, new orders, and new export orders.
Official PMI has been trending above 50, but has weakened since April. We
expect this trend to reverse in July, with a pick up to 50.7%, from 50.2% in June.
Despite the weak external environment, we expect China’s overall growth
momentum to rise through in the second half of 2012 on increasing monetary
and fiscal measures.

Calendar Events

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

We expected the benchmark rate to remain unchanged 400% 400% 375%



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. 21288 0] 18 32 218
Hong Kong - Hang Seng 192750 20 19 46 145
Taiwan - Weighted 71245 22 -06 07 192
Japan - Nikkei 225 85666 15 12 13 147
Korea - Kospi 18292 26 03 02 159
India - Sensex 30 168392 12 19 9.0 -86
Australia - SPX/ASX 200 42098 15 03 38 7.2
Singapore - Strait Times 29985 02 06 133 -6
Indonesia - Jakarta Comp 40842 20 o) 69 22
Thailand - SET 11780 04 -25 149 42
Malaysia - KLCI 16249 0] -1 6.2 43
Philippines - Manila Comp. 52196 13 02 194 164
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) 6.38 0.05 -0 6.36 643
Hong Kong (HKD/USD) 776 002 -0.01 776 775
Taiwan (TWD/USD) 301 015 -035 30.01 2973
Japan (JPY/USD) 7814 0.09 045 78.05 7768
Korea (KRW/USD) 1138 0.76 0.26 1145 1154
India (INR/USD) oo 4 018 -016 5633 5869
Australia (USD/AUD) 104 034 052 097 099
Singapore (SGD/USD) 175 -0.06 036 125 125
Indonesia (IDR/USD) 9494 0.09 -038 9604 9965
Thailand (THB/USD) 316 003 038 3172 3214
Malaysia (MYR/USD) 316 031 -0.38 318 32]
Philippines (PHP/USD) 420 043 025 4204 4232
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) 310 -0.28 -045 110
Hong Kong (HIBOR/1W) 013 0.00 0.00 0.00
Taiwan (TAIBOR/TW) 064 0.00 0.00 -0.03
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 305 0.00 -0.03 029
India (MIBOR/7D) 320 -040 -037 -110
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 416 0.00 -0.01 002
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 131 113 -106 238

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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