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Flash PMI (Markit/HSBC) for China points to stabilizing growth trend

Consistent with last week's September activity indicators showing an improvement in underlying growth
trends, China’s Markit/HSBC Flash PMI estimate for October increased to 49.1 from September’s outturn
of 479 (the official PMI outturn in September was 49.8). Both the production and new orders sub-
indexes improved, although they remained below the 50 expansion/contraction threshold. We now
await the release of the official PMI and the final Markit/HSBC PMI on November 1- the latter (private)
PMI estimate has been running consistently below the former in recent months, as it contains a larger
share of smaller and more export-oriented companies, which are bearing the brunt of the external
slowdown.

Australia's inflation accelerates in Q3, lowering chances of a rate cut

Australian inflation, which is released on a quarterly basis, rose by more than expected, to 2.0% y/y in Q3
(consensus: 1.6% y/y), from 12% y/y in Q2. Much of the increase was due to the introduction of a carbon
tax in July, which boosted electricity prices by 15.3% y/y. While inflation remains at the lower end of the
Reserve Bank of Australia’s 2%-3% target range, the higher-than-expected outturn was seen by market
participants as reducing the likelihood of further rate cuts in the coming months. This would be in line
with our baseline, in which we expect the RBA to keep its policy rate unchanged at 3.25% for the
remainder of 2012.

The HKMA intervenes again to defend the HKD peg

Adding to its currency intervention last Friday, the HKMA stepped into the market twice on Tuesday to
defend the HKD's peg to the USD, as the currency again touched the stronger end of the 7.75-7.85
trading band. Specifically, the HKMA bought USD 855 million (on top of USD 603 million last Friday)
yesterday. Though relatively small so far in comparison to the last bout of intervention in 2009, the need
for intervention is a sign of capital inflows that, if sustained, could increase the risk of asset bubbles,
especially in the property sector. It could also renew guestions about the sustainability of the HKD's peg
to the USD, although we do not anticipate a change in the currency regime in the near term.

Briefly noted:

e Singapore’s inflation rose to 4.7% y/y in September (consensus: 4.3% y/y) from 3.9% y/y in
August on rising housing and transportation costs. The outturn supported the Monetary
Authority of Singapore’s decision earlier this month to leave monetary policy on hold despite an
exports slowdown that led to an economic contraction in the third quarter, as they attempt to
keep a lid on inflationary pressures.

e Thai exports rose by 0.2% y/y (consensus: -2.7% y/y) in September after three consecutive
months of decline. The outturn was mainly due to a surge in gold and jewellery shipments to
Switzerland, and follows a decline in August of -7.0% y/y.

e Vietnam's inflation in October edged up to 7.0% y/y (consensus: 6.8% y/y) after a 6.5% yly
outturn in September. Vietnam's central bank has applied aggressive monetary easing during
the year in order to prop growth (500 bps worth of interest rate cuts). Rising inflation is
narrowing the room for further easing, despite the likelihood that growth will probably miss the
government's target of 6% for this year.
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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. 2116.0 0] 05 38 107
Hong Kong - Hang Seng 217638 03 26 181 20.7
Taiwan - Weighted 73149 -03 20 34 2]
Japan - Nikkei 225 89543 -07 17 59 12
Korea - Kospi 1914.0 -0.7 -2 48 08
India - Sensex 30 18710.0 -04 0.7 211 105
Australia - SPX/ASX 200 45058 -08 -05 111 59
Singapore - Strait Times 30502 00 01 15.3 105
Indonesia - Jakarta Comp 43354 01 00 134 17.0
Thailand - SET 12983 13 05 261 AN
Malaysia - KLCI 1668.0 02 04 9.0 150
Philippines - Manila Comp. 53987 -06 -07 235 285
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 0.06 on 6.31 6.37
Hong Kong (HKD/USD) 5 -0.01 0.01 775 774
Taiwan (TWD/USD) 292 -0.06 -032 2920 2894
Japan (JPY/USD) 7982 004 112 7975 7947
Korea (KRW/USD) 1104 -0.07 017 1109 1121
India INR/USD) 5 -048 -158 5464 56.86
Australia (USD/AUD) 103 050 -065 098 1.00
Singapore (SGD/USD) 122 012 -060 122 122
Indonesia (IDR/USD) 9629 012 -024 9746 10130
Thailand (THB/USD) 308 003 -046 3090 3129
Malaysia (MYR/USD) 306 025 -084 308 311
Philippines (PHP/USD) 415 -034 -0.64 4144 4143
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) 315 0.25 046 135
Hong Kong (HIBOR/1W) 013 -0.02 -0.02 -0.04
Taiwan (TAIBOR/TW) 061 0.00 -0.01 -0.01
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 278 0.00 0.00 024
India (MIBOR/7D) 327 037 040 211
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 429 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) 1.00 050 -0.38 -1.25

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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