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The Japanese yen continued its slide today, approaching the 94-level against the USD for the
first time since May 2010, as the Nikkei surged by 3.8% for the day, a new high for the year.
Media outlets attributed the market moves to yesterday’s announcement by Bank of Japan
President Masaaki Shirakawa that he will step down three weeks ahead of the April 8 expiration
of his term, adding to expectations that the government will find a replacement in line with its
more expansionary monetary views. The yen'’s depreciation continues to weigh on Korean
markets, where the Kospi has now slid for 5 consecutive days by a cumulative 14%. Elsewhere,
the Australia dollar fell to 103 against the USD, as weak retail sales add to expectations of
another interest rate cut (see below), just a day after the RBA's decision to stay on hold.

China unveils new income distribution plan

China’s State Council yesterday announced a long-awaited income distribution plan (IDP) to
address growing income disparities. The plan contained relatively little in the way of new
measures. That said, key elements included: i) increasing the dividend payout of State Owned
Enterprises (SOE) by 5% to finance social programs; ii) strengthening the social safety net
through improvements in pensions and healthcare; iii) increasing household returns by
furthering interest rate liberalization and increasing payout ratios of listed firms; and iv) raising
minimum wages (to 40% of the average urban wage by 2015).

Offshore RMB business kicks off in Taiwan

Offshore RMB business in Taiwan began today, just six months after a memorandum of
understanding (MOU) between the PBoC and the Central Bank of Taiwan. Forty-six banks in
Taiwan are allowed to provide deposits, lending and remittance services, and sell wealth
management products (WMP) denominated in RMB. Given its close trade and investment ties
with the Mainland, Taiwan is on track to become an important RMB offshore center, following
in the footsteps of Hong Kong, Singapore and London. For further details, see our Working
Paper on RMB Internationalization in Taiwan.

Weak consumer spending for December in Australia

Australia's retail sales fell by -0.2% m/m (consensus: 0.3% m/m) in December, underscoring the
weakness in the domestic economy. The data was released just a day after the Reserve Bank of
Australia’'s decision to keep interest rates on hold at 3.0% in view of an improving global
environment, especially in China. Although our baseline continues to incorporate no further
cuts following the cumulative 175bps in cuts since November 2011, today’s downbeat data may
raise expectations of further easing.
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Australia - RBA Cash Rate Target, Feb 05
We expect the benchmark rate to remain unchanged

Period  Prior Cons.
Dec -2788M  -800M
Dec -0.20% 0.30%
Jan 540% 550%

Period  Prior Cons.
Jan 250% 2.00%
Jan 1410%  17.00%
Jan $3162B  $24.05B
Jan 1380%  14.00%
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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. 24345 0] 22 73 44
£ Hong Kong - Hang Seng 232569 05 24 26 123
<§E Taiwan - Weighted 7906.7 02 09 27 28
5 Japan - Nikkei 225 114638 38 3] 103 284
g Korea - Kospi 19362 -0] 14 30 19
India - Sensex 30 196748 0] 17 13 i
Australia - SPX/ASX 200 49210 08 05 59 145
Singapore - Strait Times 370 00 -04 33 13
Indonesia - Jakarta Comp 44990 04 10 42 132
Thailand - SET 15027 -02 08 80 374
Malaysia - KLCI 1614.7 1] 14 -44 49
Philippines - Manila Comp. 64314 06 26 106 335

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 -0.01 -019 630 632
& Hong Kong (HKD/USD) 75 002 0.06 7.75 7.74
<§E Taiwan (TWD/USD) 296 022 -0.23 2951 2920
§ Japan (JPY/USD) 9373 -0.11 283 9367 9333
< Korea (KRW/USD) 1088 009 -0.23 1093 1105
< India (INR/USD) 531 0.08 040 5395 56.29
—  Australia (USD/AUD) 103 070 097 098 100
§ Singapore (SGD/USD) 124 -0.08 015 124 124
O Indonesia (IDR/USD) 9700 -0.39 012 9781 10105
Thailand (THB/USD) 298 -0.07 -013 2991 3027
Malaysia (MYR/USD) 310 -029 -048 312 316
Philippines (PHP/USD) 407 -0 014 4058 4048

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) 365 -035 025 0.03
5 Hong Kong (HIBOR/IW) 010 0.00 0.00 003
<§E Taiwan (TAIBOR/IW) 056 0.00 0.00 001
o Japan (TIBOR/Y) 076 0.00 0.01 0.01
MEJ Korea (KORIBOR/IM) 278 000 0.00 002
— India (MIBOR/7D) 30 -0.28 128 -0.28
Singapore (SIBOR/1W) 025 0.00 0.00 0.00
Indonesia JIBOR/TW) 429 0.00 -0.01 0.00
Thailand (BIBOR/IW) 278 0.00 0.00 0.00
Malaysia (KLIBOR/IW) 290 0.00 0.00 0.00
Philippines (PHIBOR/1W) 094 -006 075 056

Last update: today, 17.00 Hong Kong time
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