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Daily Flash

Asia

Asian markets were down today (Hang Seng: -O.7%) ahead of the ECB's meeting on Thursaay,
as investors remain anxious over prospects of whether or not policyrmakers will decide to
ease. Along with Europe’s important meeting, two central banks irnn Asia have their policy
meetings this week: Thailand'’s is tormorrow, and Malaysia’s will be held on Thursday. After
yvesterday's disappointing PMI in China, markets will also be awaiting a raft of activity
indicators due out on Sunday.

Australia holds rates as expected, but more easing may be on the way

One day before Australia releases its 2Q GDP data, the Reserve Bank of Australia today kept
its policy rate unchanged at 350%, commenting that "inflation [is] consistent with the target
and growth is close to trend, but with a more subdued international outlook than was the
case a few months ago." The RBA cut rates by a total of 75 bps in May and June to support
the credit and housing markets. Australia’s recent economic growth has been underpinned
by robust investment in the mining sector, but with China’s growth slowing and commodity
prices declining, we expect the RBA to deliver one more 25 bps rate cut before the end of the
year, especially if the European situation does not improve..

Korea rumored to announce a stimulus package soon

Speculation is growing about a fiscal stimulus package to be announced next week in Korea.
Media reports state that Korea’s Finance Minister Bahk Jaewan mentioned today that the
government had room for about 2.4 trillion won (US$2.1 billion, or almost 0.2% of GDP) in
stimulus spending, to be geared towards supporting domestic demand. Any larger stimulus,
according to the finance minister, would likely have to wait until (if) external conditions
deteriorate further. This year, Korea had sought to support its economy by front-loading its
budget, which it hoped would allow time for the global economy to improve by the second
half of the year and enable a rebound in domestic growth. After the external environment
did not improve as expected, Korea's policymakers now are seeking to implement measures
to support the economy, and their efforts are being helped by Korea’s low overall debt level
and fiscal deficit, which allow room for support. The likelihood of a larger-scale stimulus in
2012 is unlikely at this stage given upcoming presidential elections in December, though
further monetary and fiscal support is likely next year if external conditions do not improve.
We also would not be surprised to see a rate cut at the BOK’s September 13 policy meeting,
which would come following a 2bbps rate cut in July.

Briefly noted:

e The Reserve Bank of India noted today that Indian banks (public and private)
need additional capital of 5tn rupees (euro 714 bn) by 31st March 2018 to comply
with Basel lll. The RBI governor stated that although Basel Ill implementation could
impact profitability in the near term, the higher regulatory standards will secure
growth in the medium to longer term.
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Calendar Indicators
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Calendar Events

Australia - RBA Cash Target, September 4
We expected the benchmark rate to remain unchanged

Thailand - Benchmark Interest Rate, September 5
We expect the benchmark rate to remain unchanged

Malaysia - Overnight Rate, September 6
We expect the benchmark rate to remain unchanged
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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. 20436 -08 14 A 192
Hong Kong - Hang Seng 194299 -07 19 54 -39
Taiwan - Weighted 74514 00 12 54 -39
Japan - Nikkei 225 87755 01 29 38 20
Korea - Kospi 19071 -03 -05 45 21
India - Sensex 30 174447 03 11 129 37
Australia - SPX/ASX 200 43035 -06 13 6. 14
Singapore - Strait Times 3016 02 -09 13.8 59
Indonesia - Jakarta Comp 41053 03 -09 74 69
Thailand - SET 12373 0] 03 207 162
Malaysia - KLCI 16541 00 04 81 122
Philippines - Manila Comp. 51759 -08 00 184 178
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) 635 -0 0.09 6.36 644
Hong Kong (HKD/USD) 776 0.01 -0.01 775 775
Taiwan (TWD/USD) 298 014 039 29.77 2950
Japan (JPY/USD) 7846 -025 0.06 7840 78.08
Korea (KRW/USD) 1133 -019 031 1139 1149
India INR/USD) 556 -0.07 018 5648 5897
Australia (USD/AUD) 103 013 114 098 1.00
Singapore (SGD/USD) 124 0.04 064 124 124
Indonesia (IDR/USD) 9588 -055 -041 9707 10127
Thailand (THB/USD) 32 013 0.29 3133 3176
Malaysia (MYR/USD) 311 017 038 312 315
Philippines (PHP/USD) 419 021 090 4196 4219
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) 340 -0.05 -015 0.00
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) 303 0.00 -0.01 0.00
India (MIBOR/7D) 255 -0.85 -053 -0.95
Singapore (SIBOR/TW) 025 0.00 0.00 -0.06
Indonesia UIBOR/TW) 428 -0.01 -0.04 0.08
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 150 -0.69 -0.38 -0.31

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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