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Japan’s Abe takes over as new PM, eyes aggressive stimulus package

Shinzo Abe was formally appointed as Japan's Prime Minister on Dec. 26, becoming Japan’s seventh PM
in six years. Mr. Abe has called for aggressive monetary policy and large fiscal stimulus to defeat
deflation and boost economic growth. On the monetary front, Mr. Abe has explicitly asked the Bank of
Japan to introduce a 2% inflation target at its January policy meeting and threatened to revise laws
governing the central bank if it refuses. On the fiscal front, Mr. Abe has called for large-scale spending on
public works, and signalled the government will borrow to boost the economy. In the market, the Nikkei
225 has increased by over 5% and the currency has depreciated by 2.3% since the Abe-led LDP won the
election on December 17. That said, we remain cautious regarding Japan’'s economic outlook - we
expect the economy to contract further in Q4 and growth to decelerate to about 1% in 2013, from about
2% in 2012.

Philippines announces measures to counter recent peso appreciation

According to Bloomberg, in a move similar to one made by South Korea in November, the Philippines
central bank announced today it will impose a ceiling on non-deliverable currency forwards for local
lenders at 20% of capital, and 100% for foreign entities. The peso has appreciated by more than 6%
versus the US dollar this year as the Philippines economy has remained strong (Q3 growth accelerated
to 71% y/y from 5.9% y/y in Q2) - but today’'s move was seen as necessary to stem the rise in the peso,
which may negatively affect the country’s exporters. We think growth will remain robust in the
Philippines, putting the country on track to eventually receive an investment grade rating.

India's Planning Commission lowers growth expectations

Citing macroeconomic headwinds and policy bottlenecks, India's Planning Commission lowered its
average growth scenario for its 12th five year plan (2013 to 2017) to 8.0% y/y from 8.2% previously. In a
word of caution, India's Prime Minister Dr Manmohan Singh noted that the revised 8% growth target
looked ambitious given critical resource constraints faced by the economy. In this context, Dr Singh
highlighted the need to control subsidies, raise the tax-to-GDP ratio, and boost manufacturing growth.

Briefly noted:

e South Korea’s Finance Ministry lowered its growth forecast for Korea in 2013 to 3.0% y/y
(BBVA: 2.9% y/y), from 4.0% y/y previously. Despite some signs of a rebound, we think
exports will remain under pressure given the still-weak global environment, while domestic
demand is also likely to remain subdued.

e China's industrial profits accelerated in November for a third month, rising by 22.8% y/y
from 205% in October. The upbeat industrial profits add further to signs China's economy has
been rebounding in the fourth quarter. We expect the economy to accelerate to 75-8% in the
fourth quarter on improving domestic demand, posing an upside risk to our 7.6% annual
forecast for 2012.

e Vietnam's announced 4Q GDP growth of 5.4% v/y, resulting in a full-year growth rate for
2012 of 5.0%. The outturn narrowly missed the government's target of 5.2% for 2012, mainly
due to weak domestic demand and a troubled banking system. Exports gained 18.3% while
imports advanced 7.1%, resulting in a trade surplus for 2012 of $284 million.
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Indicator of the Week
Japan: IP for November (December 28th)

Forecast: -3.5% y/y Consensus: -4.6% y/y Prior:-4.5% y/y

Japan’s industrial production is likely to fall for a sixth consecutive month, as

the economy continues to be dragged down by global headwinds and weak
domestic sentiment. The latest quarterly Tankan survey (released last week)
points to pessimistic business sentiment in the further quarter, although the

election of a new government, has boosted expectations of further stimulus

measures, including by the Bank of Japan.

Calendar Events

There are no calendar events scheduled for this week.



Markets Data

STOCK MARKETS

FOREIGN EXCHANGE MARKETS

INTERBANK RATES

% change % change Yearto % change
INDEX Last priceover a day over a weekdate over1Y

China - Shanghai Comp. 22059 06 17 03 18
Hong Kong - Hang Seng 226198 03 06 227 214
Taiwan - Weighted 76484 02 17 81 80
Japan - Nikkei 225 103230 09 16 221 223
Korea - Kospi 19874 03 -03 89 79
India - Sensex 30 194146 00 -03 256 223
Australia - SPX/ASX 200 46480 03 11 146 123
Singapore - Strait Times 31882 02 09 205 19.2
Indonesia - Jakarta Comp 42799 01 -05 120 129
Thailand - SET 1390.2 06 09 356 352
Malaysia - KLCI 16757 02 06 95 1.6
Philippines - Manila Comp. 57949 -07 28 325 329
Last update: today, 16.00 Hong Kong time

% change % change Forward Forward

CURRENCY Spot over a day over a week3-month 12-month
China (CNY/USD) 6.24 -0.03 -0 6.32 634
Hong Kong (HKD/USD) h -0.01 -0.01 775 775
Taiwan (TWD/USD) 290 om 0.07 2878 2842
Japan (JPY/USD) 85.63 0.00 145 8557 8530
Korea (KRW/USD) 1072 0.10 025 1077 1090
India (INR/USD) 549 -0.03 -0.01 55.70 5810
Australia (USD/AUD) 104 -0.01 -1.01 097 099
Singapore (SGD/USD) 122 016 -0.32 122 122
Indonesia (IDR/USD) 9683 120 029 9771 10108
Thailand (THB/USD) 30.7 -0.03 -0.03 30.79 3118
Malaysia (MYR/USD) 306 020 020 308 31
Philippines (PHP/USD) 411 0.06 007 4095 4093
Last update: today, 16.00 Hong Kong time.

net change netchange netchange
INDEX Rate over aday over a week over a month
China (SHIBOR/7D) 400 0.00 060 112
Hong Kong (HIBOR/1W) 013 0.00 0.00 0.00
Taiwan (TAIBOR/TW) 057 0.00 0.00 -0.01
Japan (TIBORNY) 0.76 0.00 0.01 0.01
Korea (KORIBOR/1M) 280 001 0.01 0.02
India (MIBOR/7D) 405 0.06 055 118
Singapore (SIBOR/1W) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 442 006 010 013
Thailand (BIBOR/TW) 278 0.00 0.00 0.00
Malaysia (KLIBOR/IW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) -0.06 275 169 -013

Last update: today, 16.00 Hong Kong time



Charts

Chart1 Chart 2
Stock Markets Stock Markets
118 4 118
115 - 115
112 112 -
109 109 -
106 | 106 -
103 103 |
100 + 100
97 - ) 97
JN TA
94 T T T T T T T T 94 T T T T T T T T
D o aa T b s 8 (&) (&) D o o ©T © > > o )
2889922384 238809 z22 88
53 Y8325 3 5T RS 8885 %
Source: BBVA Research and Bloomberg Source: BBVA Research and Bloomberg
Chart3 Chart4
Foreign Exchange Markets Foreign Exchange Markets
90 + 90 -
92
94
96
98
100
102
104 -
106 -
108 | 108
110 T T T T T T T T 110 T T T T T T T T
c':o.o.t,‘t;ééoo O)Q.Q.“G‘GSSOO
238292248 ¢ 28069922388
5 Ig Y8335 3 5 I8 -8 8R5B I
Source: BBVA Research and Bloomberg Source: BBVA Research and Bloomberg
Le Xia

Fielding Chen
Senior Economist
fielding.chen@bbva.com.hk

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

Stephen Schwartz

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

Economist
george.xu@bbva.com.hk

Jeffrey Cantwell, CFA

Economist
jeffrey.cantwell@bbva.com.hk

Sumedh Deorukhkar

Senior Economist (India, Mumbai)
sumedh.deorukhkar@grupobbva.com
Edward Wu

Economist
edward.wu@bbva.com

Carrie Liu
Economist
carrie.liu@bbva.com

William Fitchett
Economist
william_fitchett@bbva.com.hk

BBVA D | 10/F., Two IFC, 8 Finance Street, Central, Hong Kong | Tel.: +852 2582 3111 | www.bbvaresearch.com

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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