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Although Hong Kong, where we proauce the Daily Flash, remains shrouded in thick fog for a
second straight week, the latest strearn of regional econormic data s helping to make things
feel a little bit brighter. Another encouraging rmonthly PMI outturn in Chinag, strong capital
spending aata in Japarn, and robust export outturns in Korea were just sorme of the positive
inaicators refeased today. Nevertheless, regional stock markets finished rmixed on concerns
about the external outlook. Also, current data refeases need to be interpreted cautiously giver
distortions from the Lunar New Year effect We continue to expect regional growth
mormenturm to bottorm out in the next 1-2 quarters (see Asia Outlook)

China’s February PMI outturn signals sustained growth

As reported in our China Flash earlier today, the official Purchasing Managers Index (PMI) for
February increased to 51.0% from 505% in January, broadly in line with expectations (BBVA
511%, consensus 50.9%). The outturn is encouraging as it provides further evidence that the
economy is averting a hard landing and, importantly, shows a reversal in recent weakness in
export demand, although that may be partly seasonal. We expect sequential growth
momentum to bottom out in Q1, leading to full-year growth of 83% in 2012.

Japan’s capital spending surged in Q4 2011

Data released by Japan’s Ministry of Finance today shows that capital spending increased by
+4.9% y/y, well ahead of the consensus forecast of a -7.4% decline. This is the first gain in three
quarters. The outturn, together with the better-than-expected January IP data reported
yesterday, is helping to boost confidence in Japan's lagging recovery. The capital spending
data suggest that the previous disappointing Q4 GDP outturn (-2.3% saar) could be revised
upward.

Korean exports for February beat expectations, but remain under pressure

Korea's exports—which are widely watched as the region’s first monthly trade release and
given the economy’s leading position in the global supply chain— posted a better-than-
expected increase of 22.7% y/y in February (consensus: 19.0% y/y). Optimism, however, was
tempered after combining the outturn with January data to eliminate distortions from the
Lunar New Year. On this basis, exports rose by 6.8% y/y, down from 115% y/y in December.

The Philippines cuts interest rates

The Philippines cut interest rates by 25bps for the second consecutive meeting, to 4.0%.
Easing monetary policy and expansionary fiscal policy are being implemented to counter the
global slowdown in the Philippines’ export-dependent economy.

Briefly noted:
e Inflation outturns in Thailand and Indonesia were benign at 3.4% y/y and 3.6%,
respectively (consensus: 35% and 3.8%). However, rising oil prices are generating

concerns of an acceleration in the months ahead.

e India’s January exports grow 10%.1 y/y, providing some optimism on the growth
outlook following yesterday’s disappointing Q4 GDP outturn.


http://www.bbvaresearch.com/KETD/fbin/mult/120210_Asia_Outlook_Q1_EN_tcm348-286558.pdf?ts=132012
http://www.bbvaresearch.com/KETD/fbin/mult/120301_Flash_China_Feb_PMI_EN_tcm348-288941.pdf?ts=132012

Hong Kong retails sales volume for January was disappointing (91% y/y vs.
consensus: 16.8%), but were probably distorted by the Lunar New Year effect.

e The People’s Bank of China (Shenzhen branch) denied reports (see yesterday's

Daily Flash) that it is allowing Shenzhen banks to engage in cross-border RMB
remittance services.
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Calendar Indicators
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Indicator of the Week

China: Industrial output for January-February (March 9)
Forecast: 11.5% Consensus: 12.4% Prior:12.8%

It is difficult this week to choose a single indicator given a number of important
data releases scheduled this coming week in China, including inflation,
industrial production, retail sales, exports and new loans. We select industrial
production for the combined months of January and February given existing
uncertainties about recent growth momentum (the data are to be released for
the combined months given distortions from the Chinese New Year). Data so
far this year has generally been encouraging, with PMI outturns in January and
February remaining above the 50-level expansion/contraction threshold,
although other indicators, such as electricity consumption suggest weakness.
We expect industrial production to moderate slightly, but remain strong given
signs of robust manufacturing orders. At the same time, we expect inflation to
moderate further, to around 3.2% y/y in February (from 45% in January), which
should provide room for further policy support such as cuts in the required
reserve ratio.

Calendar Events

Philippines - Overnight borrowing rate, March 1 Current Consensus New
There was a 25bps cut in the overnight borrowing rate 425% 4.00%



Markets Data

STOCK MARKETS

FOREIGN EXCHANGE MARKETS

INTERBANK RATES

% change % change Yearto % change

INDEX Last price over a day over a week date over1Y
China - Shanghai Comp. 2426 -0l 07 103 169
Hong Kong - Hang Seng 213880 13 00 16.0 -86
Taiwan - Weighted 81183 00 25 14.8 -70
Japan - Nikkei 225 97074 -02 12 148 97
Korea - Kospi 20303 13 0. 12 47
India - Sensex 30 175523 -1 29 136 48
Australia - SPX/ASX 200 42555 10 07 49 1.8
Singapore - Strait Times 29788 -05 04 126 -29
Indonesia - Jakarta Comp 39623 06 o) 37 128
Thailand - SET 1165.0 04 22 136 171
Malaysia - KLCI 15735 02 11 28 4.7
Philippines - Manila Comp. 49386 08 09 130 305
Last update: today, 1745 Hong Kong time

% change % change Forward Forward

CURRENCY Spot over a day over a week 3-month 12-month
China (CNY/USD) 6.30 -010 -0.03 6.29 6.29
Hong Kong (HKD/USD) 776 0.01 0.00 775 775
Taiwan (TWD/USD) 294 -0.21 045 2938 2910
Japan (JPY/USD) 8107 010 132 81.00 80.60
Korea (KRW/USD) 1117 022 112 1126 137
India (INR/USD) 492 -035 0.01 50.23 5218
Australia (USD/AUD) 108 032 046 094 097
Singapore (SGD/USD) 125 023 043 125 125
Indonesia (IDR/USD) 9101 -0.86 -0.62 9188 9520
Thailand (THB/USD) 305 -020 -056 3065 3096
Malaysia (MYR/USD) 300 -024 037 302 305
Philippines (PHP/USD) 429 -029 026 4293 4321
Last update: today, 17.45 Hong Kong time.

net change netchange netchange
INDEX Rate over aday over a week over a month
China (SHIBOR/7D) 32 -0.20 .73 -1.08
Hong Kong (HIBOR/1W) 012 0.00 0.00 -0.04
Taiwan (TAIBOR/TW) 064 0.00 0.00 0.00
Japan (TIBORNY) 076 0.00 0 0
Korea (KORIBOR/IM) 338 0.00 0.00 -0.01
India (MIBOR/7D) 327 041 -258 -1.08
Singapore (SIBOR/TW) 031 0.00 0.00 0.00
Indonesia (JIBOR/TW) 382 0.00 O 0
Thailand (BIBOR/TW) 3.01 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 350 0.06 0.06 -044

Last update: today, 17.45 Hong Kong time
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