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Daily Flash

Asia

Japan'’s Nikkei index led declines in the region today ((20%), followed by the Kospi (-16%), on
weak auto sales in China, as worries continue over the China-Japan djplomatic spat and
sluggish global growth (the latter is taking center stage at the IMF/World Bank Annual rmeetings
underway in Tokyo) In the meantirne Asia-watchers will also be following tormorrow's
monetary policy rmeetings in Indonesia and South Korea, especially the latter, where we expect
a rate cut (see below)

S&P's caution over potential downgrade hits Indian markets

Repeating its previous statements, ratings agency S&P today noted that India's investment
grade rating (BBB-) faces a possible downgrade amid high fiscal and current account deficits
and lack of government action. The comments come despite recent steps by the government
to accelerate growth supportive reforms and increase fiscal prudence, which had led to a
strong rebound in the rupee over the past month. The rupee reversed course today, falling by
nearly 1% against the USD, and the Sensex declined by 05%.

Korea's unemployment rate holds steady; BoK rate cut expected

South Korea's seasonally adjusted unemployment rate remained steady at 3.1%

(consensus: 3.2%) as job creation remained strong. The report comes a day ahead of the Bank
of Korea's monthly policy meeting, where we expect a 25bp interest rate cut to 2.75% in light of
slowing growth and low inflation. This would be the second rate cut since July, when the
easing cycle began. Though today’s unemployment number provides some comfort — in line
with surprisingly strong labor market trends across the region -- the details showed some
softness as self-employed workers increased by 111,000, and youth unemployment (under the
age of 29) rose to 6.7% from 6.4%.

Indonesia and Japan agree to infrastructure master plan for Jakarta

The Indonesian and Japanese governments have announced an agreement on a US$43 billion
master plan to upgrade Jakarta’s infrastructure from 2013 - 2020. The plan involves the
participation of the private sector and government, with official financing from Japan, including
from JBIC. Among the projects are the construction of a sorely-needed Mass Rapid Transit
(MRT) system for Jakarta, as well as a new airport, roads, and an upgrading of the city’'s sewage
system.

Briefly noted:

e The Philippines’ exports declined by a worse-than-expected -9.0% y/y in August
(consensus: -5.8% y/y), with electronic shipments down by -14.9% y/y. Authorities also
hinted that their 10% export target for 2012 may not be reached, which would increase
the chances of an interest rate cut in the coming months (they last cut rates by 25bps in

July).
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Calendar Indicators

Australia Date Period  Prior Cons. Actual
Unemployment Rate N-Oct Sep 510% 530%

China Date Period  Prior Cons. Actual
HSBC Services PMI 08-Oct Sep 520 - 543
New Yuan Loans 115 OCT Sep 7039B  680.0B

Money Supply - M2 (YoY) M150CT  Sep 1350%  1370%

Hong Kong Date Period Prior Cons. Actual
Purchasing Managers Index 08-Oct Sep 505 - 496
India Date Period  Prior Cons. Actual
Industrial Production YoY 12-Oct Aug 010% - -
Japan Date Period  Prior Cons. Actual
Current Account Total 09-Oct Aug ¥6254B  ¥4211B  ¥4547B
Trade Balance - BOP Basis 09-Oct Aug -¥3736B -¥6286B ¥-6445B
Machine Tool Orders (YoY) 10-Oct SepP -270% - -3.00%
Machine Orders (MoM) 1-Oct Aug 460% -230% -
Japan Money Stock M2 YoY 12-Oct Sep 240% 240%

Tertiary Industry Index (MoM) 12-Oct Aug -080%  0.40% -
Malaysia Date Period  Prior Cons. Actual
Industrial Production YoY N-Oct Aug 140% -200% -
Philippines Date Period  Prior Cons. Actual
Total Exports (YoY) 10-Oct Aug 780% 550%  -900%
Singapore Date Period  Prior Cons. Actual
GDP (annualized) (QoQ) 12-Oct 3QA  -070% 170% -
GDP (YoY) 12-Oct 30A 200% 0.90%

Retail Sales (YoY) 12-Oct Aug -290% - -
South Korea Date Period  Prior Cons. Actual
Unemployment Rate (SA) 10-Oct Sep 310% 320% 310%
Taiwan Date Period  Prior Cons. Actual

Total Exports (YoY) 08-Oct Sep -4.20% 100%  10.40%



Indicator of the Week

Singapore third quarter GDP (October 12t
Forecast: 0.1% q/q sa Consensus: -1.7% q/q sa Prior:-0.7% g/q sa

The third quarter GDP release will be closely watched, in tandem with the
Monetary Authority of Singapore’'s (MAS) next semi-annual meeting in mid-
October. Singapore’s growth momentum has slowed sharply since Q4 2011 as
weak exports have been having knock-on effects to domestic demand. There
is risk of a technical recession, following a -0.7% g/q. s.a. GDP contraction in the
second quarter on both weak external and domestic demand. We expect the
MAS to ease monetary policy at their upcoming meeting, through a re-
centering of the exchange rate band at a more depreciated level and/or a
flattening of the appreciation slope (the MAS uses the exchange rate as its
principal monetary policy instrument). At its last meeting in April the MAS
tightened policy to contain inflation by increasing the appreciation slope (to 2%
per year based on our estimates). An easing of the monetary stance, however,
is not without risks given that inflation is still somewhat high (39% y/y in
August).

Calendar Events

South Korea - 7-Day Repo Rate, October 11 Current Consensus New
We expect a 25 bps cut in the benchmark rate 3.00% 2.75%

Indonesia - Bank Indonesia Reference Rate, October 11 Current Consensus New
We expect the benchmark rate to remain unchanged 5.75% 5.75%

Singapore - Monetary Authority policy meeting, October 12
We expect policy easing



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. 21199 02 58 -36 96
Hong Kong - Hang Seng 209196 -0 0] 135 181
Taiwan - Weighted 75920 -03 16 74 53
Japan - Nikkei 225 8596.2 20 2.2 17 01
Korea - Kospi 19482 1.6 24 6.7 103
India - Sensex 30 186602 07 11 207 12.7
Australia - SPX/ASX 200 44907 -03 12 10.7 69
Singapore - Strait Times 30363 1.0 13 14.7 138
Indonesia - Jakarta Comp 42800 00 07 120 240
Thailand - SET 12894 -02 14 258 397
Malaysia - KLCI 16594 -02 06 84 188
Philippines - Manila Comp. 53696 -05 01 28 329
Last update: today, 17.00 Hong Kong time

% change % change Forward Forward

CURRENCY Spot over a day over a week 3-month 12-month
China (CNY/USD) 6.30 -017 -0.23 6.34 640
Hong Kong (HKD/USD) 5 0.00 0.03 775 775
Taiwan (TWD/USD) 292 -0.02 -0.02 2926 2902
Japan (JPY/USD) 7830 -0.05 0.24 7822 7791
Korea (KRW/USD) 1115 -035 0.06 1119 1130
India INR/USD) 530 -044 152 53.72 5598
Australia (USD/AUD) 102 0.28 018 098 1.00
Singapore (SGD/USD) 123 012 0.20 123 123
Indonesia (IDR/USD) D 021 0.05 9762 10138
Thailand (THB/USD) 30.7 -0.07 -010 3087 3130
Malaysia (MYR/USD) 307 -008 047 309 313
Philippines (PHP/USD) 415 -022 008 4154 4159
Last update: today, 17.00 Hong Kong time.

net change netchange netchange
INDEX Rate over aday over a week over a month
China (SHIBOR/7D) 317 -059 -013 017
Hong Kong (HIBOR/1W) 017 0.00 -0.03 0.04
Taiwan (TAIBOR/TW) 062 0.00 0.00 -0.01
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 301 0.00 -0.01 -0.01
India (MIBOR/7D) 316 -060 -069 015
Singapore (SIBOR/TW) 031 0.06 0.00 0.06
Indonesia UIBOR/TW) 426 0.01 0.02 002
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 150 -050 -0.31 019

Last update: today, 17.00 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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