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More negative data, this time from Japan (see below), left Asia with a muted start to the week.
Most stock markets in Asia are dowr toaay, especially in China (Shanghai- -15%; Shenzhen: -
21%), on rurnors that the pace of China’s widely expected policy easing may be slower than
anticipated.

Japan's 2Q GDP decelerates, adds to case for further policy easing

Today, Japan's data showed that the economy slowed in the second quarter to 0.3% g/q
(BBVA: 0.2% g/g; Consensus: 0.6% a/q), after expanding by 13% g/q in the first quarter. In
trade, exports growth was poor due to a combination of the global downturn and the strong
yen, leading to a -O.1 ppt contribution to growth. Meanwhile, on the domestic demand side,
investment and public spending added O.2 ppt and O.1 ppt to quarterly growth, as a result of
post-quake reconstruction spending. Looking ahead, we expect Japan's economy to remain
muted in the second half year, as the effects of post quake reconstruction subside. On the
balance, however, we are maintaining our growth forecast for Japan for 2012 and 2013 of
24% and 14% respectively. With respect to Japan's monetary policy, today’s lower than
expected Q2 GDP outturn, together with recent weak economic indicators, is likely to
increase pressure on the BoJ for further easing.

Indonesia announces measures to address rising current account deficit

Bank Indonesia announced new measures on Friday to cope with its rising current account
deficit, which stood at 31% of GDP in the second quarter. The measures included an increase
in the deposit facility rate from 3.75% to 400% (effective today), the tightening of
macroprudential policies related to credit, and new taxes to reduce the country’s
dependence on imports (@ move which will simultaneously support domestic industries).
Bank Indonesia also announced a relaxation of rules concerning the hedging of foreign
exchange transactions — financial instruments with tenors as short as one week can now be
used as hedges (previously the shortest tenor was three months) - with the goal being to
attract foreign funds, which presumably will help support the rupiah. For Indonesia’s
economy, there are two positive medium-term implications from these new measures: one is
that Indonesia is attempting to shift from its heavy reliance on imports towards domestically-
produced goods; the second is that the central bank continues taking concrete steps towards
deepening domestic financial markets.
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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. 213611 15 -09 29 176
Hong Kong - Hang Seng 200814 -03 04 89 24
Taiwan - Weighted 74363 -0 2] 52 26
Japan - Nikkei 225 88852 01 18 51 -09
Korea - Kospi 19324 -0.7 25 58 78
India - Sensex 30 176361 04 13 141 47
Australia - SPX/ASX 200 42833 0] 03 56 2.7
Singapore - Strait Times 30648 03 04 15.8 75
Indonesia - Jakarta Comp 41025 -09 01 73 54
Thailand - SET 12194 0] 18 189 14.8
Malaysia - KLCI 16463 0] 04 76 1.0
Philippines - Manila Comp. 52718 02 -03 206 220
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 -004 018 6.36 642
Hong Kong (HKD/USD) 776 0.01 -0.02 776 775
Taiwan (TWD/USD) 300 011 -0.18 2994 2964
Japan (JPY/USD) 7822 0.08 004 7814 7778
Korea (KRW/USD) 1131 -0.06 017 1136 1146
India (INR/USD) oo 4 -022 0.21 56.36 58.75
Australia (USD/AUD) 106 -0.25 -017 0596 098
Singapore (SGD/USD) 175 -007 -033 124 124
Indonesia (IDR/USD) 9494 -0.09 -026 9615 9983
Thailand (THB/USD) 314 013 0.06 3160 32.00
Malaysia (MYR/USD) ae 016 047 314 317
Philippines (PHP/USD) 419 -018 -026 4196 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) 335 0.05 0.05 0.02
Hong Kong (HIBOR/1W) 013 0.00 0.00 -0.02
Taiwan (TAIBOR/TW) 064 0.00 0.00 -0.03
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 304 0.00 0.01 -029
India (MIBOR/7D) 334 0.04 -0.07 0.00
Singapore (SIBOR/TW) 025 0.00 -0.06 0.00
Indonesia UIBOR/TW) 428 007 0.09 010
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 181 119 013 -1.06

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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