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Note to readers: aue to a holiday tormorrow in Hong Kong, the Asia Daily will resurme on Wednesday, October
24,

HKMA intervenes as the currency hits the strong edge of the band

In news that has caught the attention of investors, the Hong Kong Monetary Authority (HKMA) bought USD
603 million on Friday when the currency rose to 7.750 against the USD, the strong end of the 7.75-7.85
trading band under Hong Kong's linked exchange rate system. The move marked the HKMA's first
intervention since late 2009, and is a sign of capital inflows into Hong Kong resulting from improved global
risk appetite and, quite possibly, the US Fed's QE3 policy. The currency move might reinforce speculation of
an eventual end to Hong Kong's currency system in favor of a peg to the Chinese RMB or a basket of
currencies. However, given the pros and cons, and the RMB's lack of convertibility, we continue to believe that
such as change is still several years away. The currency ended today at 7.7502/USD.

Japan's exports fall in September; BoJ cuts regional economic assessment

Japan's September exports fell by -10.3% y/y (consensus: -9.6% y/y), wth exports to China declining by -14.1%
y/y. China is Japan's largest export market (accounting for 20% of total exports), and recent diplomatic
tensions between the two are undermining trade and investment ties. Also today, in its quarterly economic
report, the BoJ cut its economic assessment for eight out of nine regions (only the Tokoku region was
unchanged) citing sluggish growth. We expect the BoJ will ease monetary policy for a second consecutive
month at its Oct 30 meeting by expanding its asset purchasing program. The weak export data, along with
rising expectations of monetary easing, were factors causing a sharp depreciation of the yen today to
79.8/USD, its weakest level since July.

Thailand's central bank announces new rules to protect currency

The Bank of Thailand (BOT) announced today it will ease overseas investment rules in order to facilitate
capital outflows, a sign that the central bank may be concerned about currency appreciation in light of strong
global liquidity. The new rules include allowing companies listed in the local stock market to purchase
overseas securities and derivatives, while Thai residents will be able to buy foreign-currency bonds issued in
Thailand. The new rules will take effect this Thursday. Today’s announcement follows a surprise cut in interest
rates by the BOT last week, and should help ease appreciation pressures on the baht.

Vietnam to set up an asset-management company to deal with bad debts

The Prime Minister of Vietnam has said that Vietnam's government will address bad debt problems plaguing
the country's banking system by establishing a debt-management company next year, along with other
measures to facilitate debt restructuring. Vietnam's banking system is facing bad debts amounting to 8.6-10%
of total outstanding loans, according to the central bank. Meanwhile, economic growth is slowing and will
probably fall well below the government's 6% target for this year.

Briefly noted:

¢ Indonesia announced that foreign direct investment surged in the third quarter to a record
$5.9bn (+22.0% y/y), a sign of strong investor interest in Indonesia’s economy despite the
challenging global environment.

e Hong Kong's inflation rate rose to 3.8% y/y (consensus: 3.5% y/y) from 3.7% y/y the previous
month. Although still on a broad declining trend, inflation was somewhat higher than expected due
to rising housing rental rates. We expect inflationary pressures to remain in this range due to a
buoyant property market and loose global monetary policies.
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Indicator of the Week
South Korea: GDP (Q3, October 26th)

Forecast: 0.2 g/q Consensus: 0.2% q/q Prior: 0.3% q/q

Following last week’s release of Q3 GDP in China, Korea’s GDP will be watched
as an indication of the extent of the regional slowdown, and the likely stance of
policies in the coming months. Korean GDP growth has been under downward
pressure in recent guarters due to the weak external environment, as slowing
exports have progressively spilled over to domestic demand. We expect Q3
GDP to slow to a seasonally adjusted 0.2% g/qg from 0.3% g/q in the second
guarter (and from 0.9% g/q in the first quarter), as exports contracted for a
third straight month in September (by -1.8% y/y). With inflation contained at the
low end of the BOK's 2-4% target range, there is scope for further policy
stimulus to support growth. The BOK has cut interest rates by 50bps so far this
year, to 2.75%, and the government has implemented modest fiscal stimulus
measures, with the latest round occurring in September. Should the Q3 GDP
outturn confirm a continued slowdown, we would expect more policy stimulus,
likely through increased fiscal spending in the early part of 2013 after
Presidential elections this coming December, though for now we see no
additional rate cuts forthcoming.

Calendar Events

Philippines - Overnight Borrowing Rate, October 25 Current Consensus New
We expect the benchmark rate to remain unchanged 3.75% 350%



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. 21328 02 16 30 -80
Hong Kong - Hang Seng 216976 07 26 177 204
Taiwan - Weighted 0 -05 -06 43 16
Japan - Nikkei 225 90107 01 50 66 38
Korea - Kospi 19416 -0l 08 6.3 56
India - Sensex 30 187994 06 05 216 120
Australia - SPX/ASX 200 45410 -07 13 1n9 96
Singapore - Strait Times 30457 01 01 151 123
Indonesia - Jakarta Comp 43414 02 06 13.6 199
Thailand - SET 13095 0] 15 277 429
Malaysia - KLCI 16620 -03 05 86 155
Philippines - Manila Comp. 54248 -0l 08 241 302
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) 6.25 -0.02 0.24 6.31 6.37
Hong Kong (HKD/USD) 5 0.00 0.01 775 774
Taiwan (TWD/USD) 293 011 -014 2917 2892
Japan (JPY/USD) 7981 -0.61 145 7974 7946
Korea (KRW/USD) 1104 -0.07 056 1109 1121
India (INR/USD) b3y 060 -094 5423 5647
Australia (USD/AUD) 103 -010 066 098 099
Singapore (SGD/USD) 122 -0.06 -0.05 122 122
Indonesia (IDR/USD) 9611 019 012 9737 10122
Thailand (THB/USD) 30.7 -010 -0.07 3089 3127
Malaysia (MYR/USD) 305 -0.02 018 307 310
Philippines (PHP/USD) 414 0.07 014 4134 4134
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) 7 002 -015 169
Hong Kong (HIBOR/1W) 015 0.00 0.00 -0.02
Taiwan (TAIBOR/TW) 062 0.00 0.00 0.00
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 278 0.00 -0.01 024
India (MIBOR/7D) 2.72 -0.88 -0.88 -1.70
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 428 0.00 0.01 0.06
Thailand (BIBOR/TW) 278 0.00 -0.24 024
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 125 050 -0.63 -1.25

Last update: today, 17.00 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
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