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Asian equity markets were mixed to start the week, ahead of tomorrow's Bank of Japan policy
decision, and as investors awaited developments at the EU finance ministers meeting in
Brussels. The Nikkei fell by -15% on profit-taking and speculation the yen may reverse some of
its recent depreciation (the yen appreciated by O.7% today, and is now 894/USD). Elsewhere,
the Indonesian rupiah rose almost 2.2% against the US dollar on media speculation that Bank
Indonesia will seek to move the exchange rate to the 9,400-9,600/USD range, based on
comments by the central bank governor.

PBoC announces new short-term liquidity operations

In China, the PBoC announced late on Friday that it will introduce new short-term liquidity
operations (SLOs) to its arsenal of liquidity management tools, to supplement its current open
market operations (which are done every Tuesday and Thursday). Short-term repo and
reverse repo (with maturities of less than 7 days) will be the major tools used in the SLOs. The
move will help with increasingly volatile inter-bank liquidity caused by informal lending activities
and capital flows, and also reflects the PBoC's efforts regarding its ongoing movement towards
financial liberalization. The PBoC had already introduced a b-day repo in early January this
year, which is expected to be used more frequently going forward. While there may be
speculation that this will dampen expectations for an upcoming RRR cut given the central
bank’s new emphasis on increasing efforts to monitor and support market liquidity, we think
the launching of SLOs does not necessarily mean the possibility of further RRR cuts should be
ruled out, as additional RRR cuts would still be effective if domestic liquidity dries up, and/or the
external environment worsens.

Taiwan’s export orders show more momentum

Taiwan's December export orders grew for a fourth straight month on an over-year basis,
increasing by 85% y/y (consensus: 10.0% y/y) after a strong pickup in November (111% y/y). On
balance, export orders showed a marked improvement in Q4 compared with the first three
quarters of 2012 (76% vyly in Q4 vs. -11% vy/y from Jan-Sep). Orders for information &
communication products grew by double-digit rates, on a surge in demand from Europe. For
the whole year of 2012, orders from ASEAN, the US and Europe reached all time highs in value
terms. Looking ahead, export orders are expected to improve further in 2013 given an
expected recovery in external demand.

Hong Kong's inflation remains flat, upward pressures remain

Hong Kong's headline inflation for December came out today at 3.7% y/y, unchanged from the
previous month and in line with the market’s expectation. As a result, average inflation for 2012
was 4.1%, which, although moderating from 53% in 2011, still remained at a high level when
taking into account Hong Kong's growth slowdown. By category, food and housing rental
prices continued to be the key drivers of inflation, rising by 58% y/y and 5.7% vy/y. respectively,
this year. Looking ahead, we expect inflation to remain broadly flat in 2013, with upside risks
from pressures due to capital inflows and rising property prices.
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Calendar Indicators

Australia Date Period  Prior Cons.
Consumer Prices (YoY) 23 Jan 40 2.00% 2.40%
China Date Period  Prior Cons.
HSBC Flash Manufacturing PMI 24 Jan Jan 515 518
Hong Kong Date Period  Prior Cons.
CPI - Composite Index (YoY) 21 Jan Dec 3.70% 370%
Trade Balance 24 Jan Dec -441B 5048
Exports YoY% 24 Jan Dec 1050%  1050%
Japan Date Period  Prior Cons.
Merchnds Trade Balance Total 24 Jan Dec -¥9548B -¥5405B
Merchnds Trade Exports YoY 24 Jan Dec -410% -4.00%
Natl CPI YoY 25 Jan Dec -020%  -0.20%
Tokyo CPI YoY 25 Jan Jan -060%  -060%
Malaysia Date Period  Prior Cons.
CPI YoY 23 Jan Dec 130% 140%
Philippines Date Period  Prior Cons.
Trade Balance 25 Jan Nov  -$832M -
Singapore Date Period  Prior Cons.
CPI (YoY) 23 Jan Dec 360% 380%
Industrial Production YoY 25 Jan Dec 310% 510%
South Korea Date Period  Prior Cons.
GDP (YoY) 24 Jan 40P 150% 190%
Taiwan Date Period  Prior Cons.
Export Orders (YoY) 21 Jan Dec 110% 10.00%
Unemployment Rate - sa 22 Jan Dec 427% 425%
Industrial Production (YoY) 23 Jan Dec 5.85% 6.80%
Commercial Sales (YoY) 23 Jan Dec 1.26% 143%
Thailand Date Period Prior Cons.
Customs Exports (YoY) 24-27Jan  Dec  2686%  2140%
Vietnam Date Period Prior Cons.
CPI (YoY) 24 Jan Jan 6.81% 7.00%
Exports YTD (YoY) 25-31 Jan Jan 1830%

Retail Sales YTD (YoY) 25-31 Jan Jan 16.00%

Calendar Events

Japan - BOJ Target Rate, January 22 Current Consensus
We expect the benchmark rate to remain unchanged 0.10% 0.10%
Philippines -Overnight Borrowing Rate, January 24 Current Consensus

We expect the benchmark rate to remain unchanged 350% 350%
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Markets Data

% change % change Yearto % change

INDEX Last priceover a day over a weekdate over1Y
E China - Shanghai Comp. 23282 05 07 26 04
£ Hong Kong - Hang Seng 235909 0.0 08 41 173
<§E Taiwan - Weighted 77249 -0 13 03 68
5 Japan - Nikkei 225 107477 15 -05 34 226
g Korea - Kospi 19869 00 10 -05 19
India - Sensex 30 201149 04 10 35 202
Australia - SPX/ASX 200 47775 0] 12 28 12.7
Singapore - Strait Times 32254 04 06 18 132
Indonesia - Jakarta Comp 44400 06 13 29 n4
Thailand - SET 14413 05 1. 35 361
Malaysia - KLCI 16356 24 29 32 74
Philippines - Manila Comp. 61717 05 13 6.2 30.0

Last update: today, 17.00 Hong Kong time
% change % change Forward Forward

CURRENCY Spot over aday overaweek3-month 12-month
E China (CNY/USD) 622 -0.06 -0.02 6.28 628
& Hong Kong (HKD/USD) 75 -001 -001 7.75 7.75
<§E Taiwan (TWD/USD) 290 -0.06 -0.03 2887 2856
§ Japan (JPY/USD) 89.40 0.78 0.09 8933 8902
< Korea (KRW/USD) 1063 -055 064 1070 1082
< India (INR/USD) 539 -0.29 119 5469 57.05
§ Australia (USD/AUD) 105 0.09 -045 096 098
§ Singapore (SGD/USD) 1.23 -0.20 036 123 123
O Indonesia (IDR/USD) 9618 218 018 9889 10236
Thailand (THB/USD) 297 0.07 168 2986 3025
Malaysia (MYR/USD) 304 -0.82 -062 305 309
Philippines (PHP/USD) 408 041 017 4059 4042

LLast update: today, 17.00 Hong Kong time.
net change netchange netchange

INDEX Rate over aday over a week over a month
Q China (SHIBOR/7D) 300 010 018 -040
5 Hong Kong (HIBOR/IW) 010 0.00 0.00 003
<§E Taiwan (TAIBOR/IW) 056 0.00 0.00 0.00
o Japan (TIBOR/Y) 076 0.00 0.01 0.01
MEJ Korea (KORIBOR/IM) 278 000 0.00 0.0
= India (MIBOR/7D) 3.05 010 012 046
Singapore (SIBOR/1W) 025 0.00 0.00 0.00
Indonesia JIBOR/TW) 429 0.00 0.00 -0.05
Thailand (BIBOR/IW) 278 0.00 0.00 0.00
Malaysia (KLIBOR/IW) 290 0.00 0.00 0.00
Philippines (PHIBOR/1W) 119 -019 125 094

Last update: today, 17.00 Hong Kong time
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