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Markets were sharply lower in Asia today. The financial media attributed the declines to news
from the first day of China’s National People’s Congress (INPC) that the authorities have
lowered the official GDP target for 2012 to /5% from 8 0% in previous yvears (see below)
However, the growth target was in line with expectations (the 5-year Plan announced last
vear had already set a 7% grow'th target as an average for 2Z071-15), and is widely viewed as a
floor rather than a target. It is therefore difficult for us to attribute today’s declines to this bit of
news.

China’s official 2012 GDP growth target is set at 7.5%, as expected

The National People’s Congress (NPC) opened today, and will run through March 14. Key
events are marked by today’s presentation of the government’s Work Report, followed by
distribution of the central government budget and economic work plans for discussion by
delegates. The most significant development so far is the announcement of official 2012
targets for GDP growth (75%), inflation (4.0%), budget deficit 15%), and M2 growth (14.0%).
These were all in line with expectations. Importantly, the GDP growth target, while lower than
the 8.0% of previous years, is a floor rather than target per se (GDP outturns have
consistently been above the official targets). As such, the target is consistent with our 83%
growth projection for 2012. That said, the lower growth target may be indicative of a focus on
rebalancing and other issues on the quality of growth, rather than achieving high growth as
an end in itself. The Work Report also highlighted key policy priorities as flagged in the 5-year
Plan, along with a re-emphasis on “proactive fiscal and prudent monetary policies” and
commitment to a more flexible exchange rate mechanism (see NPC for details.)

Briefly noted:

e Korea's foreign exchange reserves rose to a record high in February, of $315.8
billion, up by $4.5 billion from January due to valuation gains and interest earnings,
according to the Bank of Korea.

e Vietnam approves a bank restructuring plan, aiming to lower banks” NPL ratios
to below 3% by 2015. The plan involves using government funds to purchase
collateralized bad debt from banks.

e Taiwan's February inflation rate came in lower than expected, at 0.25% y/y
(consensus: 1.3% y/y) from 2.37% in January, with food, clothing and traveling costs the
major categories seeing a sequential decline after the CNY holidays.

e The Reserve Bank of Australia is expected to keep interest rates unchanged at its
policy meeting scheduled for tomorrow (March 6).
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Indicator of the Week

China: Industrial output for January-February (March 9)
Forecast: 11.5% Consensus: 12.5% 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

Australia - RBA cash target, March 6 Current Consensus New
We expect the cash target to remain unchanged 425% 425% --
South Korea - 7-day repo rate, March 8 Current Consensus New
We expect the 7-day repo rate to remain unchanged 325% 325% --
Indonesia - Bank Indonesia Reference rate, March 8 Current Consensus New
We expect the reference rate to remain unchanged 5.75% -- --
Malaysia - Overnight rate, March 9 Current Consensus New
We expect the overnight rate to remain unchanged 3.00% 3.00%



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. 24450 -06 -0l 12 169
Hong Kong - Hang Seng 212653 14 02 154 92
Taiwan - Weighted 8004.7 14 06 132 -89
Japan - Nikkei 225 96986 -08 07 147 93
Korea - Kospi 20161 -09 -02 104 06
India - Sensex 30 76 16 -05 123 6.1
Australia - SPX/ASX 200 42630 -02 01 5] 124
Singapore - Strait Times 29918 0] 15 131 23
Indonesia - Jakarta Comp 39849 -05 32 43 125
Thailand - SET 1158.0 -06 20 129 163
Malaysia - KLCI 15892 03 19 38 44
Philippines - Manila Comp. 50306 03 48 151 296
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) 6.31 -013 -0.08 6.30 6.29
Hong Kong (HKD/USD) 776 -0.06 -010 776 776
Taiwan (TWD/USD) 295 021 033 2944 2916
Japan (JPY/USD) 8121 0.74 -0.74 8114 80.77
Korea (KRW/USD) mo -027 095 124 1136
India INR/USD) 498 -0.66 119 50.89 52.86
Australia (USD/AUD) 107 -034 -058 094 097
Singapore (SGD/USD) 126 -037 -010 126 125
Indonesia (IDR/USD) 9124 -039 049 9228 9586
Thailand (THB/USD) 207 -0.23 -059 30.78 3116
Malaysia (MYR/USD) 302 -050 016 303 307
Philippines (PHP/USD) 428 026 064 4305 4335

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) 315 012 -032 -015
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) e 061 -095 -016
Singapore (SIBOR/TW) 031 0.00 0.00 0.00
Indonesia (JIBOR/TW) 382 0.00 0 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) 369 0.06 013 -013

Last update: today, 17.45 Hong Kong time
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