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The Chinese currency continued to gain strength toaay. reaching a new record high against the
USD of 6.266. While we see roorm for RMB appreciation in the next couple of vears, the currency’s
strength since early August has been surprising against the backdrop of slowing growth
mormenturm and an uncertain global outiook. A nurmber of factors may be at play, including politics -
- market rurmors suggest the PBoC’s stronger daily fixings of the last couple of aays may reflect
efforts to blunt US criticisim during the Presidential election and/or during the ongoing IMF/World
Bank annual meetings. It may also reflect rising capital inflows (the spot rate has been trading
toward the more appreciated end of the daily +- 1% trading band). In efither case it rermains to be
seen whether the recent strengtherning will be sustained through end-year. in the meantime,
markets are bracing for a slew of Chinese data out next week, including Q3 GDP and Septernber
activity indicators (see Upcorming Calendar below,)

Singapore dashes expectations of monetary easing despite weak 3Q GDP

Singapore’s advance third quarter GDP estimate came out at a -15% g/q, seasonally adjusted
annualized rate (consensus: -1.6%, BBVA: 0.1%), from an upwardly revised +0.2% outturn in Q2, as
weaker external demand weighed on exports. Meanwhile, at its semi-annual policy meeting today
the Monetary Authority of Singapore (MAS) surprised markets by maintaining the center and slope
of its currency band (i.e, no monetary easing), referring to “tightness in the labor market” that is
expected to “support slightly stronger wage increases in 2013, which will continue to be passed
through to consumer prices.” At its last meeting in April, the MAS tightened policy. The MAS
statement echoes the sentiment across much of Asia in which, despite the slowdown, policymakers
are reluctant to use room for stimulus given prevailing tight labor market conditions.

China’s new RMB loans fall in September, but overall financing rises

The PBoC announced today that new RMB loans declined to 632bn in September (consensus:
700bn) from 704bn in August. While the outturn is a disappointment for those looking for
indications of an upturn in credit demand and growth, the broader concept of lending, “Total Social
Financing” (TSF), consisting of bank loans, off-balance-sheet lending, and corporate bond issuance,
increased to RMB 165trn in September, compared with 1.24trn in August. The divergence between
the trends of RMB loans and TSF may be due to end-quarter seasonal factors when banks are
reluctant to issue new loans and turn to off-balance-sheet lending in order to comply with
regulations regarding their loan-to-deposit ratios. That said, it appears that credit conditions have
not eased sufficiently to bolster China’s sluggish growth. Looking ahead, we anticipate more
monetary easing measures (such as an interest rate cut and a reduction in the RRR) in the coming
months.

Briefly noted:

e Japan’'s government lowered its assessment on Japan’s economy in October for the
third consecutive month, citing the European debt crisis and China’s slowdown. Recent
activities indicators (like IP) point to stalling growth in Japan. We expect Japan's economy to
fall into contraction in the third and fourth quarters.

¢ [India’s August industrial production rose by 2.7% y/y (consensus: 1.0%) after a -0.2%
decline in July, driven mainly by a moderate pick up in manufacturing and mining activity.
The outturn is in line with our expectations of a gradual recovery in output on the back of
renewed reform momentum. In a separate release, India’s September CPI outturn was
slightly lower at 9.7% y/y from 10.0% y/y previously, on easing food prices.
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Calendar Indicators

Australia Date Period  Prior Cons. Actual
Unemployment Rate N-Oct Sep 510% 530% 540%
China Date Period  Prior Cons. Actual
HSBC Services PMI 08-Oct Sep 520 - 543
New Yuan Loans 12-Oct Sep 7039B 7000B 6235B
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% 110% 2.70%
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%  -330%
Japan Money Stock M2 YoY 12-Oct Sep 240% 240% 240%
Tertiary Industry Index (MoM) 12-Oct Aug -080%  0.40% 040%
Malaysia Date Period  Prior Cons. Actual
Industrial Production YoY N-Oct Aug 140% 200%  -0.70%
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%  -160% 150%
GDP (YoY) 12-Oct 30A 200% 110% 1.30%
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%  1040%



Calendar Events

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

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

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



Upcoming Calendar Indicators
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Upcoming Calendar Events

Thailand - Benchmark Interest Rate, October 17
We expect the benchmark rate to remain unchanged

Period  Prior Cons.
Sep 1350%  13.70%
Sep $2666B $2054B
Sep 2.70% 550%
Sep -260% 2.40%
Sep -1.40% -350%
Sep 2.00% 190%
Sep -350% -350%
Sep - -

3Q 760% 7.40%
3Q 7.80% 770%
3Q 180% 2.00%
Sep 890% 9.00%
Sep 1010%  10.00%
Sep  2020%  20.20%
Sep 1320%  13.20%
Sep 1410%  14.00%

Period Prior Cons.
Sep 320% 330%

Period Prior Cons.
Sep 755% 770%

Period Prior Cons.
Aug -0.60% 0.10%

Period Prior Cons.
Sep 140% 140%

Period Prior Cons.
Aug 540% -

Period Prior Cons.
Aug -290% 2.00%
Sep  -1060% 120%

Period  Prior Cons.
Sep -150% 187%

Period  Prior Cons.
Sep -6.95% -

Current Consensus
3.00% 3.00%
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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. 21049 0] 09 -43 130
Hong Kong - Hang Seng 211364 07 06 14.7 153
Taiwan - Weighted 74370 -02 32 52 07
Japan - Nikkei 225 85341 01 33 09 -23
Korea - Kospi 19335 00 311 59 6.8
India - Sensex 30 186448 -09 16 206 99
Australia - SPX/ASX 200 44866 0] 02 10.6 6.7
Singapore - Strait Times 30452 04 20 151 n2
Indonesia - Jakarta Comp 43114 06 00 128 186
Thailand - SET 129838 03 1.0 267 363
Malaysia - KLCI 16534 -0 -04 80 157
Philippines - Manila Comp. 53697 03 13 28 303
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) 627 018 030 6.31 6.35
Hong Kong (HKD/USD) 5 0.01 0.00 775 775
Taiwan (TWD/USD) 293 012 0.08 2917 2892
Japan (JPY/USD) 7841 -0.09 033 7834 78.05
Korea (KRW/USD) 1111 0.27 0.01 1116 1128
India (INR/USD) 528 -024 -1.81 5348 5570
Australia (USD/AUD) 103 0.02 0.78 098 1.00
Singapore (SGD/USD) 122 047 06 122 122
Indonesia (IDR/USD) 9585 05 0.09 9708 10093
Thailand (THB/USD) 30.7 0.07 -036 30.85 3127
Malaysia (MYR/USD) 306 035 -010 307 3N
Philippines (PHP/USD) 414 033 0.07 4141 4146
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) 316 -0.01 -014 -0.36
Hong Kong (HIBOR/1W) 015 0.00 -0.02 0.02
Taiwan (TAIBOR/TW) 062 0.00 0.00 -0.01
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 279 022 -0.23 -023
India (MIBOR/7D) 347 028 047 0.00
Singapore (SIBOR/TW) 025 -0.06 0.00 0.00
Indonesia UIBOR/TW) 426 0.00 0.02 0.02
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 206 0.00 013 113

Last update: today, 17.00 Hong Kong time
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Chart1 Chart 2
Stock Markets Stock Markets
114 114
n2 i Korea 124 i -
10 Aus\tralla / /_v\' 110 4 R Tha;a_rlfi, W
108 : 108 ~ g
106 Hong Kong \ A / A 2 106 |
104 ,l /}C\,n\“« YJV_N Taiwan \. 104 |
\J T "
102 s 5 102 A
100 14 "' L 100
el ‘N L P dapann | o \J~ Philippines
= 3 Y N S Vlndia Malaysia
96 M= = v . 96
94 NE A | L 04
, China\‘ M 1
92 )] - 92 4
\ ~
90 90
8+ 8+—m—r—7"""—"7""" """ —"—""—"—7—7
goggogggagyggeggaggagyggegad I
gg2g882t3Is53sg88E 282388253 a53F588¢
855558888888838¢22 85555888888883832°¢8
Source: BBVA Research and Bloomberg Source: BBVA Research and Bloomberg
Chart3 Chart4
Foreign Exchange Markets Foreign Exchange Markets
92 92 -
o o India/"|
Korea China Singapore Malaysia \r
96 f / 96 / FRN

Japan Australia

Philippines

M g

100 + . 100 4
- Hong Kon -,
Taiwan 9 9 N . AT
YU, . '«"-
102 102 et : .
Indonesia
104 104
"% +— 106 +—FFFF"F"—"
NN N NN NN NN NN N NN NN NN NN NN NN NN NN NN NN
S S 5SS S5S5SSSE=S35=35% ST T T T T TS oo
828882355858 8¢ Q8238382 t3¥xzBsizgsd
85555888888838388¢%2¢° E555588838838383838¢¢
Source: BBVA Research and Bloomberg Source: BBVA Research and Bloomberg
Stephen Schwartz Fielding Chen Le Xia

Chief Economist for Asia
stephen.schwartz@bbva.com.hk

Zhigang Li
Senior Economist (China)
zhigang.li@bbva.com.hk

George Xu
Economist
george.xu@bbva.com.hk

BBVA

Senior Economist
fielding.chen@bbva.com.hk

Sumedh Deorukhkar
Senior Economist (India, Mumbai)
sumedh.deorukhkar@grupobbva.com

Richard Li
Asian FX Chief Strategist
richard.li@bbva.com.hk

Before you print this message please consider if it is really necessary.

Senior Economist (China)
xia.le@bbva.com.hk

Jeffrey Cantwell, CFA
Economist
jeffrey.cantwell@bbva.com.hk

William Fitchett
Economist
william.fitchett@bbva.com.hk

. | 43/F., Two IFC, 8 Finance Street, Central, Hong Kong | Tel.: +852 2582 3111 | www.bbvaresearch.com

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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