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Moody’s upgrades Korea's sovereign rating on sound fundamentals

Moody’s upgraded Korea’s sovereign rating to Aa3 from Al today, a move which places

Korea at the same ratings threshold as China and Japan. In its statement, Moody’s praised
Korea's resilience to external shocks and noted that “the large size of Korea's domestic capital
market, low inflation, low risk premium on government securities, and a relatively favorable
long-term outlook for economic growth mean that fundamental pressures on the
government’s debt-carrying capacity are notably absent” The report also cited a recent
decrease in tensions with North Korea. It did not, however, mention the increase in tensions
with Japan over territorial disputes in the East Sea, which risk spilling over into economics
relations (as seen by statements from a Korean trade negotiator that negotiations free trade
negotiations with Japan would be ‘difficult’ given the ongoing dispute). While today’s decision
by Moody’s is welcome and highlights Korea’s strong medium-term outlook, our forecast for
Korea's GDP this year currently calls for growth to slow to 25% y/y, from 36% last year, due to
the weak external environment. The won, which had been down -0.3% on the day, rallied after
Moody's announcement before ending the day down -0.1% at 1,135/USD.

Premier Wen Jiabao addresses China’s slowdown, hints at policy support

Several media outlets today picked up on Premier Wen Jiabao's statements over the
weekend, and detected a sense of urgency by the leadership in seeking to stabilize the
economy’s slowing growth momentum. In a visit to export-oriented Guangdong province in
the south of China during August 24-25, Premier Wen reportedly acknowledged that China’s
exports continue to face difficulties. Nonetheless, he emphasized that the full-year target of
export growth remained achievable with extra measures to support producers. Markets were
down sharply in China today, with the Shanghai Index closing down by -1.7%.

Briefly noted:
e Vietnam's export growth in August slowed to 6.0% y/y from 9.3% y/y in July.

Vietnam's trade balance swung to a USD 150 mn deficit, after two months of
surpluses, on relatively strong import growth.
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Calendar Indicators
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Indicator of the Week

India: Q2 GDP Growth 2012 (August 31st)
Forecast: 5.1% y/y Consensus: 5.3% y/y Prior:5.3% y/y

India’s economy continues to be plagued by slowing growth and elevated
inflation. The outturn for Q2 GDP growth will be a key input for the Reserve
Bank of India’s next monetary policy decision in September, and another weak
outturn, dragged down by waning fiscal support and slowing industrial and
services activity, could raise the likelihood of an imminent interest rate cut, in
line with our expectations of an additional 50bps in cuts by end-year.
Wholesale price inflation (6.9% in July), however, remains a constraint,
exacerbated by a sub-par monsoon and supply bottlenecks. Overall, we expect
India’s GDP growth to decline to 5.6% for full year 2012, down from 75% in 2011.

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. 20557 1.7 24 65 213
Hong Kong - Hang Seng 197987 -04 15 74 11
Taiwan - Weighted 74682 -0 05 56 03
Japan - Nikkei 225 90854 02 -09 75 33
Korea - Kospi 18179 -0l 15 50 78
India - Sensex 30 176734 06 -0l 144 n5
Australia - SPX/ASX 200 43437 01 05 71 34
Singapore - Strait Times 30445 02 06 15.0 108
Indonesia - Jakarta Comp 41459 00 06 85 79
Thailand - SET 1235 -02 05 205 191
Malaysia - KLCI 16481 00 -0 77 14
Philippines - Manila Comp. 51434 A1 -23 176 195
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 -003 0.04 6.37 645
Hong Kong (HKD/USD) 776 0.01 0.01 775 775
Taiwan (TWD/USD) 300 002 016 2993 2966
Japan (JPY/USD) 7869 -0.03 094 78.63 7830
Korea (KRW/USD) 1135 -0 0.01 1142 1153
India (INR/USD) 556 -024 0.21 5658 59.08
Australia (USD/AUD) 104 -013 -052 097 099
Singapore (SGD/USD) 125 -006 014 125 125
Indonesia (IDR/USD) 9534 -016 -018 9675 10118
Thailand (THB/USD) 2 016 0.80 3143 31.84
Malaysia (MYR/USD) 31 -035 065 312 316
Philippines (PHP/USD) 422 001 030 4231 4259
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) 348 -017 027 038
Hong Kong (HIBOR/1W) 013 0.00 0.00 0.00
Taiwan (TAIBOR/TW) 063 0.00 0.00 -0.01
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 304 0.00 0.00 -0.02
India (MIBOR/7D) 2 58] -0 -0.02 035
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 433 0.00 -016 017
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 150 -019 0.69 -0.25

Last update: today, 17.45 Hong Kong time
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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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