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Following the installment of India’s new central bank Governor, Raghuram Rajan, the Indian
rupee strengthened today to 66.2 per USD, about 4% stronger than its record low on August
28 The appreciation reflects a positive market reception to the new Governor, especially after
his market-friendly remarks yesterday during his first day on the job. While hopes are high, Dr.
Rajan has his work cut out for him given the slowdown in growth and external pressures. He'll
need supporting policies from the government side if he is to succeed in restoring investor
confidence. For details see our_India Flash.

Bank of Japan upgrades economic assessment

At its monthly policy meeting today, the Bank of Japan, as expected, maintained its policy
stance underlined by annual asset purchases of ¥60-/0 trillion yen per year. The BoJ upgraded
its assessment of economic conditions, consistent with the recent pick-up in activity indicators
(including July industrial production, exports, inflation and household spending). In a media
conference after the meeting, BoJ Governor Haruhiko Kuroda reiterated his view that the
planned consumption tax in 2014 should proceed as scheduled (the government is expected
to make a final decision in early October), and said that the central bank is willing to ease
further if needed to achieve its 2% inflation target in the next two years. We expect GDP growth
of 1.7% in 2013.

Australia Q2 GDP in line with expectations, ahead of Saturday’s election

Australia Q2 GDP, released yesterday, came in at 0.6% g/q sa growth (non-annualized)
(consensus: 05%: BBVA: 0.7%), from a revised 05% growth in Q1. led by private consumption.
The outturn follows the RBA’s decision to keep rates on hold earlier this week, prompting a
modest appreciation in the AUD to 0.91 USD at present. Looking ahead, we expect Australia's
growth to gain momentum on the impact of previous monetary easing and improving external
demand, especially from China. Meanwhile, Australians are gearing up for federal elections on
September 7, with polls pointing to a lead by the opposition Liberal-National coalition under
Tony Abbott against the ruling Labor government of Prime Minister Kevin Rudd. The pro-
business opposition Liberal-National coalition has vowed to repeal the “super profits” mining
tax, a carbon tax, and create a one-stop shop for project approvals.

Bank of Malaysia keeps policy rates on hold as expected

The central bank held its benchmark rate at 3.00%, a level that has been steady since May 2011.
The Malaysian economy has lost growth momentum this year, as GDP growth decelerated to
below the 5% level (Q1: 4.1% y/y, Q2: 43% y/y) on sluggish external demand. Inflation has been
contained (July inflation: 2.0% y/y) with upward pressure in the rest of the year and into 2014
due to subsidy adjustment. The government raised subsidized fuel prices this week and some
infrastructure projects are to be delayed to contain fiscal deficit, which will weigh on growth
outlook. The central bank in late August revised down its full-year GDP forecast to 45%-5.0%
from previous 5.0%-6.0%, in line with our projection of 4.8%.

Briefly noted:

Philippines inflation decelerates to 2.1% y/y in August (consensus: 2.4%, prior: 25% y/y), the
lowest level since Sept 2009 and well below the central bank's target of 3-5%. In spite of the
currency depreciation (the peso has weakened by -85% against US dollar this year), price
pressures remain subdued while growth momentum is still robust, with an impressive Q2 GDP
growth of 75% y/y driven by strong domestic demand. The central bank will hold its monetary
policy meeting next Thursday (Sept 12th) where we expect the benchmark rate to stay on hold
at 35% given the current situation.


http://www.bbvaresearch.com/KETD/fbin/mult/130905_Flash_India_RBI_new_gov_EN_tcm348-400878.pdf?ts=592013

Taiwan headline inflation turns negative at -0.79% in August (consensus: -0.27%; July:
0.06%), due to base effects from last year's typhoon that had sent food prices soaring
temporarily. Both industrial production and export orders beat expectations in July, while retail
sales unexpectedly softened. We expect a gradual pickup of Taiwan's economy in 2H 2013, for
full-year growth of 2.7%, with inflationary pressures remaining subdued.
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Calendar Indicators

Australia Date
BoP Current Account Balance 03 Sep
Retail Sales MoM 03 Sep
GDP SA QoQ 04 Sep
GDP YoY 04 Sep
Trade Balance 05 Sep
China Date
Manufacturing PMI O1Sep
HSBC/Markit Manufacturing PMI 02 Sep
Non-manufacturing PMI 03 Sep
HSBC/Markit Services PMI 04 Sep
Hong Kong Date
Retail Sales Value YoY 02 Sep
HSBC/Markit PMI 04 Sep
Indonesia Date
HSBC/Markit Manufacturing PMI 02 Sep
CPI'YoY 02 Sep
Exports YoY 02 Sep
Foreign Reserves 06-10 SEP
India Date
HSBC/Markit Manufacturing PMI 02 Sep
HSBC/Markit Services PMI 04 Sep
Japan Date
Capital Spending YoY 02 Sep
Monetary Base YoY 03 Sep
Malaysia Date
Exports YoY 06 Sep
Philippines Date
CPI'YoY 05 Sep
Foreign Reserves 06 Sep
Singapore Date
Purchasing Managers Index 03 Sep
South Korea Date
Exports YoY O1Sep
CPI'YoY 02 Sep
HSBC/Markit Manufacturing PMI 02 Sep
GDP SA QoQ 05 Sep
GDP YoY 05 Sep
Taiwan Date
HSBC/Markit Manufacturing PMI 02 Sep
CPI'YoY 05 Sep
Wholesale Price Index YoY 05 Sep
Thailand Date
CPI'YoY 02 Sep
Vietnam Date
HSBC/Markit Manufacturing PMI 03 Sep

Calendar Events

Australia - RBA Cash Target, Sep 3
We expect the benchmark rate to remain unchanged

Japan - BoJ Target Target, Sep 5
We expect the benchmark rate to remain unchanged

Malaysia - Overnight Policy Rate, Sep 5
We expect the benchmark rate to remain unchanged

Period Prior

2Q -87B
Jul 0.00%
2Q 050%
2Q 250%
Jul 243M
Period  Prior
Aug 503
Aug 477
Aug 541
Aug 513
Period  Prior
Jul 14.70%
Aug 497
Period  Prior
Aug 507
Aug 861%
Jul -450%
Aug $92.7B
Period  Prior
Aug 501
Aug 479
Period  Prior
2Q -390%

Aug  3800%
Period Prior

Jul -6.90%
Period  Prior
Aug 250%
Aug  $832B
Period  Prior
Aug 518
Period  Prior
Aug 260%
Aug 140%
Aug 472
2QF 110%
2QF 230%
Period  Prior
Aug 486
Aug 0.06%
Aug -2.24%
Period  Prior
Aug 2.00%
Period  Prior
Aug 485

Current
250%
Current
010%
Current
3.00%

Cons.
-85B
040%
050%
240%
100M
Cons.
506
502

Cons.
15.00%

Cons.

895%
-540%

Cons.

Cons.
-210%

Cons.
030%
Cons.
240%

Cons.
519
Cons.
380%
150%

Cons.

-027%
-252%
Cons.
180%
Cons.

Cons.
250%

Cons.
0.10%

Cons.
3.00%

Actual
-94B
0.10%
0.60%
2.60%
-765M
Actual
510
501
539
528
Actual
950%
497
Actual
485
8.79%
-6.10%

Actual
485
476

Actual

0.00%

42.00%

Actual

Actual
210%

Actual
505
Actual
770%
130%
475
110%
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Actual
500
-0.79%
-285%
Actual
159%
Actual
494
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250%

New
010%

New
3.00%



Markets Data

% change % change Yearto % change

INDEX Last priceover a day over a weekdate over1Y
E China - Shanghai Comp. 21224 -02 12 -65 42
£ Hong Kong - Hang Seng 225980 12 4] 03 180
<§E Taiwan - Weighted 81691 11 32 61 109
6 Japan - Nikkei 225 14064.8 0. 45 353 620
g Korea - Kospi 19517 10 23 23 41
India - Sensex 30 189798 22 31 23 96
Australia - SPX/ASX 200 51425 -04 10 106 202
Singapore - Strait Times 30395 08 00 -40 15
Indonesia - Jakarta Comp 40509 -06 13 62 -06
Thailand - SET 13135 08 16 56 65
Malaysia - KLCI 17210 0.2 10 19 49
Philippines - Manila Comp. Bobo -02 03 25 15.7

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 0.01 003 6.8 6.24
= Hong Kong (HKD/USD) 776 0.00 0.00 775 775
<§E Taiwan (TWD/USD) 298 0.08 060 2966 2943
§ Japan JPY/USD) 99.89 -0.15 154 9984 9953
< Korea (KRW/USD) 1099 -036 1.02 104 m6
< India (INR/USD) 66. 144 069 6829 7185
§ Australia (USD/AUD) 091 -0.28 243 110 112
§ Singapore (SGD/USD) 128 -018 -016 128 128
O Indonesia (IDR/USD) 1649 204 613 12262 13132
Thailand (THB/USD) 323 -037 053 3265 3329
Malaysia (MYR/USD) 331 067 020 332 338
Philippines (PHP/USD) 445 028 026 4448 4477

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

INDEX Rate overaday over aweek over a month
Q China (SHIBOR/7D) 345 005 029 -0.88
= Hong Kong (HIBOR/IW) o 0.00 0.00 0.00
= Taiwan (TAIBOR/IW) 051 000 0.00 0.00
é Japan (TIBOR/Y) 0.76 0.00 0.01 0.01
' Korea (KORIBOR/IM) 256 0.00 0.00 0.00
= India (MIBOR/7D) 347 -0.01 -093 -0.88
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia JIBOR/TW) 573 0.00 039 048
Thailand (BIBOR/1W) o 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/IW) 125 0.00 -0.31 031

Last update: today, 18:30 Hong Kong time
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