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China flash PMI for January weakens on disappointing new orders

As reported earlier this week, China’s Q4 GDP came in line with expectations, at a robust 7.7%
y/y. However, December activity indicators weakened most notably official PMI (51.0 vs. 51.4 in
November) and industrial production (9.7 vs. 10.0 in November). Against this backdrop, a much
weaker-than-expected flash HSBC PMI for January (49.6 vs. consensus: 50.3), released today, is
raising concerns of a slowdown, all the more so given it is the first sub-50 reading since July 2013.
We have expected some slowing of growth in 2014 as government stimulus measures wind down
and the authorities push ahead with reforms to address financial fragilities (such as shadow bank
lending, rising housing prices, and over-capacity in some sectors). Also, recent volatility in
interbank rates — which has prompted liquidity injections by the PBoC in recent days--may be
impacting SMEs. Our 2014 growth outlook remains at 7.6%, with downside risks. Nevertheless,
caution is in order in interpreting the flash estimate. In addition to the possibility of upward
revisions (the final HSBC and official PMIs are due on January 30 and February 1), the coming
lunar New Year (beginning January 31) adds distortions to the data.

Korea Q4 GDP growth meets expectations

As expected, Korea’s Q4 GDP growth moderated to 0.9% q/q s.a. (consensus: 0.9%), from 1.1%
g/q in Q3 (in year-over-year terms, Q4 growth accelerated to 3.9% from 3.3% in Q3). The outturn
brings full-year 2013 GDP growth to 2.8% (up from 2.0% in 2012), and was underpinned by
sustained private consumption and exports, which helped offset a decline in construction
spending. Even more so than many other Asian economies, Korea is well placed to benefit from
the ongoing pickup in demand from the US and EU, as it has a relatively high share of export
exposure (about one-fifth) to these overseas markets. We expect GDP growth to rise to 3.7% in
2014. Nevertheless, there are downside risks from weakening domestic demand given high
household debt and as fiscal stimulus wears off. With low inflation (1.1% in December vs. BOK’s
target rate range of 2.5-3.5%), the central bank has room to lower rates if needed (presently at
2.50%).

Briefly noted:

Taiwan industrial output jumps on solid manufacturing activity

December industrial production rebounded by a better-than-expected 5.1% y/y (consensus: 1.9%
y/y), reversing a -0.5% y/y contraction in November. On a sequential basis after seasonal
adjustment, IP increased by 1.8% m/m sa (November: -0.6%) led by strong output in the
manufacturing sector (1.9% m/m sa). Together with upbeat forward-looking indicators released
earlier this month (especially PMI and export orders) the IP outturn bodes well for a pickup in
Taiwan’s growth this year (BBVA estimates 2013: 1.9%; 2014: 3.6%) supported by a strengthening
external environment.



Singapore’s headline CPI moderates in December

Headline inflation eased to 1.5% y/y in December from 2.6% in November. The bigger-than-
expected moderation (consensus: 2.0% y/y) was mainly due to a decline in transport costs, which
offset a marginal pickup in food inflation. Average headline inflation rose by 2.4% in 2013,
compared to 4.6% in the previous year. Nevertheless, we expect CPl inflation to accelerate in
2014 on rising wage pressures from a tight labor market. This should keep the MAS from easing
monetary policy at its next policy meeting in April.
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Markets Data

% change %change Yearto % change

INDEX Last price over aday overaweek date overiY
E China — Shanghai Comp. 2042.2 -0.5 0.9 -3.5 -12.0
% Hong Kong—Hang Seng 22733.9 -1.5 1.1 -2.5 -3.8
<§( Taiwan - TAIEX 8595.1 -0.4 -0.2 -0.2 11.0
é Japan — Nikkei 225 15695.9 -0.8 -0.3 -3.7 49.7
= Korea — Kospi 1947.6 -1.2 -0.5 -3.2 -1.7
India — Sensex 30 * 21364.4 0.1 0.5 0.9 6.7
Australia — SPX/ASX 200 5263.0 -1.1 -0.9 -1.7 9.9
Singapore — Strait Times 3100.2 -1.1 -1.3 -2.1 -4.1
Indonesia — Jakarta Comp 44,96.0 0.4 1.9 5.2 1.7
Thailand — SET 1307.6 1.3 0.5 0.7 -9.1
Malaysia — KLCI 1808.3 -0.3 -0.9 -3.1 10.6
Philippines — Manila Comp. 6170.1 0.5 3.1 4.8 1.3

Last update: today, 18:30 Hong Kong time

% change % change Forward Forward

CURRENCY Spot overaday overaweek 3-month 12-month
E China (CNY/USD) 6.05 -0.01 0.06 6.10 6.11
é Hong Kong (HKD/USD) 7.76 0.00 -0.05 7.76 7.76
= Taiwan (TWD/USD) 30.3 -0.31 -0.74 30.32 30.19
gu_'; Japan (JPY/USD) 104.32 0.19 0.03 104.27  104.01
% Korea (KRW/USD) 1074 -0.60 -0.97 1081 1092
% India (INR/USD) 62.0 -0.24 -0.70 63.26 66.98
— Australia (USD/AUD) 0.88 -0.60 -0.25 1.14 1.16
% Singapore (SGD/USD) 1.28 -0.11 -0.69 1.28 1.28
§ Indonesia (IDR/USD) 12165 -0.18 -0.33 12452 13192
Thailand (THB/USD) 32.9 0.14 -0.32 33.12 33.73
Malaysia (MYR/USD) 3.33 -0.23 -1.01 3.35 3.40
Philippines (PHP/USD) 45.3 -0.22 -0.40 45.57 45.80

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

net change over netchange netchange

INDEX Rate a day over a week overamonth
LLE China (SHIBOR/7D) 5.29 0.09 0.53 -3.71
é Hong Kong (HIBOR/1W) 0.13 0.00 0.01 0.00
= Taiwan (TAIBOR/1W) 0.51 0.00 0.00 -0.01
é Japan (TIBOR/1Y) 0.76 0.00 0.01 0.01
i Korea (KORIBOR/1M) 2.55 0.00 0.00 -0.02
= India (MIBOR/7D) 5.30 0.08 0.72 -3.66
Singapore (SIBOR/1W) 0.25 0.00 0.00 0.00
Indonesia (JIBOR/2W) 6.46 0.00 0.04 0.01
Thailand (BIBOR/1W) 2.77 0.00 0.00 0.00
Malaysia (KLIBOR/1W) 2.90 0.00 0.00 0.00
Philippines (PHIBOR/1W) 1.25 0.00 -0.31 0.31

Last update: today, 18:30 Hong Kong time
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