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Moderating trend in Singapore inflation gives room for monetary easing

Singapore’s CPI inflation fell slightly to 3.9% y/y in August from 4.0% in July (consensus: 3.8%
y/y;: BBVA: 3.7% y/y) on lower housing costs. The outturn was the lowest level in 21 months, and
the MAS" measure of core inflation also fell, from 2.4% y/y to 2.2% y/y. Although slightly above
expectations, the easing headline and core inflation trends may provide room for the MAS to
ease monetary policy in support of flagging growth at its next semi-annual policy meeting in
mid-October. The extent of such easing is still uncertain, as the authorities have recently
expressed concern about inflation, which despite the decline remains near the upper end of
their comfort level. Nevertheless, we believe the MAS will slow the pace of appreciation of the
SGD, in a partial reversal of their tightening actions back in April.

Australia releases budget outturn; still expects budget surplus in 2012/13

Australia's Treasurer Wayne Swan today released the outturn of the 2011/12 budget, which
showed a -43.7 billion AUD deficit (or -3.0% of GDP), slightly lower than the government's May
budget forecast of -44.4 billion AUD. The Treasurer also re-stated the government’s plans to
achieve a budget surplus (0.1% of GDP) for 2012/13, despite the current economic slowdown
(Australia has a robust mining sector, but has suffered weakness in domestic sectors due to the
strong AUD). The budget outcome and the strong push to balance the budget should solidify
the country's already strong fiscal health, providing a sound economic foundation for Australia
to sustain 3-4% growth over the medium term.

Vietnam’s inflation rises sharply

Vietnam'’s inflation increased to 65% y/y in September (consensus: 5.2% y/y) from 5.0% in
August, the first upturn in over a year. Until now, inflation had fallen steadily from a peak of 23%
y/y in August 2011. If inflation were to rise in the coming months, it would further limit the
central bank’s room to cut interest rates to support a slowing economy. The central bank has
already lowered rates by 500bps this year, most recently in early July. We expect interest rates
to remain on hold for the near-term, while inflation is likely to rise.

Briefly noted:

Taiwan: Industrial production for August rose by 1.9% y/y (consensus: -0.6% y/y) on
increasing mining and manufacturing production. Looking ahead, the ongoing slowdown in
China will likely keep Taiwan's IP outlook under pressure. Despite slowing growth, Taiwan's
policymakers kept interest rates on hold last week, after inflation rose sharply to 3.4% in August
from 25% y/y in July. Also today, Taiwan reported unemployment of 4.29% for August, up
marginally from 4.25% for July.
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Indicator of the Week

Singapore CPI for August (September 24™)
Forecast: 3.7% y/y Consensus: 3.8% y/y Prior: 4.0% y/y

Singapore’s inflation has been stubbornly high in comparison to most other
Asian economies, at around 5% y/y for most of 2012. However, it fell in July to
40% y/y on a combination of weakening demand and base effects. This
month’s outturn will be especially important, as it will be the last print before
the next semi-annual policy meeting of the Monetary Authority of Singapore
(MAS) in mid-October. Given the continued weakness in external and domestic
demand, we expect the MAS to ease policy by slowing the appreciation path of
the currency (the main instrument of monetary policy). However, the Fed's
recent new round of QE may give the MAS some pause, as more capital
inflows are likely, which could lead to asset bubbles in the property market and
a pickup in inflation.



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. 2032 03 2.2 -76 164
Hong Kong - Hang Seng 20694.7 -02 02 123 171
Taiwan - Weighted 77683 02 0] 938 102
Japan - Nikkei 225 90693 -04 10 73 59
Korea - Kospi 20034 0. 0. 9.7 18.0
India - Sensex 30 186758 -04 11 208 156
Australia - SPX/ASX 200 43855 -05 -04 8] 124
Singapore - Strait Times 30679 03 04 159 137
Indonesia - Jakarta Comp 42009 1.0 13 99 226
Thailand - SET 12849 -0 05 253 34
Malaysia - KLCI 16124 -07 19 53 180
Philippines - Manila Comp. 53256 06 -05 218 370
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) 6.31 -0.06 013 6.36 642
Hong Kong (HKD/USD) 5 002 -0.01 775 775
Taiwan (TWD/USD) 294 -0.09 -0.20 2929 29.03
Japan (JPY/USD) /59 0.23 092 7793 7764
Korea (KRW/USD) 1121 -012 041 1126 137
India (INR/USD) o4 017 119 5397 56.19
Australia (USD/AUD) 104 -053 -0.70 097 099
Singapore (SGD/USD) 123 -030 -034 123 123
Indonesia (IDR/USD) 9565 -014 -1.06 967/8 10061
Thailand (THB/USD) o -045 -036 31.09 3152
Malaysia (MYR/USD) 307 -076 -087 309 312
Philippines (PHP/USD) 48 -033 -048 4183 4196
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) 450 010 122 0.85
Hong Kong (HIBOR/1W) 017 0.00 0.02 0.04
Taiwan (TAIBOR/TW) 062 0.00 0.00 -0.01
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 302 0.00 0.00 -0.02
India (MIBOR/7D) 538 096 214 1.72
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 1) 0.00 -0.01 -0
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 225 -0.25 200 0.75

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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