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Japan Q2 GDP weakens on slower investment spending

A weaker-than-expected Q2 GDP outturn today dented surging hopes of a quick recovery in
Japan, and raised new questions about whether the government would allow a planned
consumption tax hike to go ahead as scheduled in 2014. Q2 GDP rose at an annualized rate of
2.6% sa. (consensus: 3.8%; BBVA: 26%), and the Q1 outturn was revised down to 3.8% (from a
previous estimate of 4.1%). The outturn was influenced by a further contraction in capital
spending. In contrast, private consumption was robust. While today’s outturn disappointed the
consensus forecast, it was in line with our expectations (we project full-year growth of 1.7%)
given the expansionary fiscal and monetary policies underlying “Abenomics”. The crucial
missing component of the strategy is implementation of the structural reform agenda, the so-
called “third arrow”. In addition, markets are looking for medium-term fiscal consolidation (given
a public debt burden of over 200% of GDP), of which the consumption tax hike is a key
element. The stock market fell today by -0.7%, and the yen depreciated to 96.7.

Briefly noted:

Singapore final Q2 GDP revised upward

The final reading surprised to the upside to 3.8% y/y (Consensus: 35% y/y; Ql: 0.2% y/y) from
the preliminary reading of 3.7% y/y. On a sequential basis GDP increased by 155% g/q saar (up
from the advanced estimate: 15.2%) compared to 1.7% g/q saar in Q1. The better-than-expected
outturn was due to an upward revision in services output. The Ministry of Trade and Industry
(MTD) today revised its 2013 full-year growth forecast to 2/2%-3%2% from 19%-3% previously on
expectations of improving external demand. There is now some upside potential to our 2.3%
growth projection for 2013.

India trade deficit improves in July on export pick up

India’s July trade deficit narrowed to USD 12.2 bn (USD 175 bn in July 2012) as exports pick up
1.6%y/y to USD 25.8 bn, snapping two successive months of decline, while imports fell by 6.2%
yly to USD 381 bn. Looking ahead, an improving external demand outlook coupled with
slowing imports of oil and gold bode well for India’s current account deficit although the recent
sharp rupee depreciation presents a key upside risk. We expect India's Current account deficit
to improve to 4.3% of GDP in 2013 from 5.0% in 2012. Nevertheless, the rupee remains near a
record low, at 61.2 per USD.
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Calendar Events

Indonesia - Bl Reference Rate, Aug 15
We expect the benchmark rate to remain unchanged
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Markets Data

% change 9% change Yearto % change

INDEX Last priceover a day over a weekdate over1Y
E China - Shanghai Comp. 21013 24 25 74 31
£ Hong Kong - Hang Seng 222713 2] 02 17 106
S Taiwan - Weighted 79034 06 29 26 6.2
5 Japan - Nikkei 225 135194 -07 52 301 520
g Korea - Kospi 1884.8 02 16 56 32
India - Sensex 30 18947.0 08 1 25 79
Australia - SPX/ASX 200 51087 11 01 99 194
Singapore - Strait Times ) 01 -03 21 59
Indonesia - Jakarta Comp 45978 -09 04 65 121
Thailand - SET 14323 10 08 29 175
Malaysia - KLCI 17846 03 04 57 9]
Philippines - Manila Comp. 64438 06 14 109 226

Last update: today, 18:30 Hong Kong time
% change % change Forward Forward

CURRENCY Spot over aday over a week3-month 12-month
E China (CNY/USD) 612 0.00 0.04 619 6.26
= Hong Kong (HKD/USD) 776 0.01 002 775 775
< Taiwan (TWD/USD) 300 004 010 2990 2976
§ Japan (JPY/USD) 96.71 052 164 9665 9636
=T Korea (KRW/USD) m4 -0 0.03 120 130
% India INR/USD) 611 -0.35 033 6251 6605
—  Australia (USD/AUD) 092 -056 252 110 112
§ Singapore (SGD/USD) 126 -0.39 054 126 126
O Indonesia (IDR/USD) 10293 025 -043 10631 n3n
Thailand (THB/USD) 312 006 051 3139 3178
Malaysia (MYR/USD) 325 -0.31 052 326 331
Philippines (PHP/USD) 437 046 048 4366 4389

Last update: today, 18:30 Hong Kong time.
net change net change net change

INDEX Rate overaday over aweek over a month
§ China (SHIBOR/7D) 365 002 022 015
& Hong Kong (HIBOR/IW) 012 000 0.00 0.00
<§E Taiwan (TAIBOR/IW) 052 000 0.00 001
o0 Japan (TIBOR/Y) 076 0.00 0.01 0.01
E Korea (KORIBOR/1IM) 256 0.00 0.00 0.00
= India (MIBOR/7D) 408 078 -0.27 028
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia JIBOR/TW) 525 -008 0.00 0.08
Thailand (BIBOR/IW) 27 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/1W) 125 0.00 -0.31 031

Last update: today, 18:30 Hong Kong time
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