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Daily Flash

Asia

Positive sentiment from Friday's US payrolls data helped lift Asian shares today (Taiwan: +0.9%).
Notably, the Philippines stock market (+19%) closed at a new record after Friday's stronger-than-
expected Q4 GDP outturn. Meanwhile, the yen continues its fall, breaking through the 93-level
against the USD for the first time since May 2010. All eyes tormorrow will be on the Reserve
Bank of Australia, which holds its monthly policy meeting - we expect the RBA to stay on hold as
it evaluates the impact of its easing measures (175 bps in cuts from November 2011- December
2012), as well as improving global prospects. Also tomorrow, markets will be watching for
Indonesia Q4 GDP (BBVA and consensus: 6.2% vy/y), Hong Kong PMI, and January inflation
outturns in Taiwan and the Philippines.

Despite weak building approvals, RBA is likely to stay on hold

Australia's building approvals surprised to the downside in December, falling by -4.4% m/m
(consensus: +1.0%), from 29% the previous month. The soft data points to ongoing
sluggishness in the domestic economy, adding to pressure on the RBA to continue cutting
interest rates. We nevertheless expect the RBA to keep policy rates on hold tomorrow - a view
now shared by the consensus - in view of improving global prospects, especially in China, for
which Australia depends heavily for its commodity demand. The RBA last cut interest rates by
25 bps in December, to 3.0%.

China’s non-manufacturing PMI rises

China’s January NBS non-manufacturing PMI climbed to 56.2, slightly above the December
outturn (56.1) and the 4th straight sequential increase. The latest reading suggests China's
service sector is stabilizing along with its economic recovery, though the data may be distorted
by the timing of the forthcoming Chinese New Year. On Friday, the NBS released
manufacturing PMI, which disappointed to the downside but remained above 50 (50.4) for a
fourth consecutive month (see our China Flash).
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Australia - RBA Cash Rate Target, Feb 05
We expect the benchmark rate to remain unchanged
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Indicator of the Week
China: CPI Inflation for January (February 8)

Forecast: 2.0% yoy Consensus: 2.1% yoy Prior: 25% yoy

Although recent inflation outturns in China have been mild, an uptick in
December, supply disruptions from an unusually cold winter, and the ongoing
economic recovery are raising concerns about inflation later in the year. For the
time being, however, we do not see inflation as a threat. We expect the CPI
outturn for January to fall due to base effects from the Chinese New Year (CNY)
effect - the week-long holiday occurred last year in January, and begins this year
on February 10. Thereafter, we expect inflation to rise above 3.0% vy/y in
February (on reverse base effects) and to drift gradually higher to 38% by end-
year as demand pressures increase. As such, inflation may act as a constraint on
further policy easing as the year progresses (no further rate cuts are expected).
We will also be watching for January credit and trade data during the week of
February 8, while the remaining set of monthly indicators will be delayed to
March, when the authorities typically combine two months of data to avoid CNY
distortions.



Markets Data

% change % change Yearto % change

INDEX Last priceover a day over a weekdate over1Y
E China - Shanghai Comp. 24282 04 35 70 42
£ Hong Kong - Hang Seng 236850 -02 01 45 141
<§E Taiwan - Weighted 19237 09 2.7 29 24
5 Japan - Nikkei 225 12604 06 40 83 275
g Korea - Kospi 19532 02 07 22 10
India - Sensex 30 197759 0.0 16 1.8 123
Australia - SPX/ASX 200 49075 -03 15 56 154
Singapore - Strait Times 32967 02 07 4] 130
Indonesia - Jakarta Comp 44906 02 17 40 1.8
Thailand - SET 1506.7 05 24 82 371
Malaysia - KLCI 16319 03 03 34 6.0
Philippines - Manila Comp. 6436.0 19 39 10.7 353

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

CURRENCY Spot over aday over aweek3-month 12-month
E China (CNY/USD) 623 009 -013 630 632
& Hong Kong (HKD/USD) 776 002 002 775 774
<§E Taiwan (TWD/USD) 296 012 -0.11 2949 2918
§ Japan (JPY/USD) 9294 -018 224 9288 9256
< Korea (KRW/USD) 1085 116 0.72 1092 1105
< India (INR/USD) 531 027 162 5388 56.21
§ Australia (USD/AUD) 104 012 002 097 099
§ Singapore (SGD/USD) 124 013 -0.08 124 124
O Indonesia (IDR/USD) 9664 065 174 9715 10044
Thailand (THB/USD) 298 017 050 2988 3027
Malaysia (MYR/USD) 310 069 -038 312 316
Philippines (PHP/USD) 406 014 085 4054 4044

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

INDEX Rate overaday over a week over a month
Q China (SHIBOR/7D) 340 0.00 017 -070
5 Hong Kong (HIBOR/IW) 010 0.00 0.00 003
<§E Taiwan (TAIBOR/IW) 056 0.00 0.00 001
@ Japan (TIBOR/Y) 076 0.00 0.01 0.01
MEJ Korea (KORIBOR/IM) 278 000 0.00 -002
= India (MIBOR/7D) 400 0.67 0.00 0.00
Singapore (SIBOR/1W) 025 0.00 0.00 0.00
Indonesia JIBOR/TW) 429 0.00 0.00 0.00
Thailand (BIBOR/IW) o 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/1W) 169 0.00 031 131

Last update: today, 17.00 Hong Kong time
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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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