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Weaker FDI inflows to China and corncerns about the Europearn debt crisis sent markets lower
again today, although a larger-than-expected rate cut by the RBI lifted shares in India.
Meanwhile the RMB strengthened to 6.30 following a stronger fixing today, as traders try to
evaluate the implications of the wider daily trading band announced last Saturday.

India’s central bank surprises with a 50 bps rate cut

The Reserve Bank of India (RBI) cut its benchmark repo rate by 50 bps to 8.0%, marking the
beginning of an easing cycle. We had expected a rate cut today of 25bps, in line with the
market consensus. The RBI's decision was due to an ongoing deceleration in the pace of
growth, along with a moderating trend in inflation, particularly core. We expect a further 50
bps in easing in the second half of 2012 to support investment activity. While hinting at further
rate cuts, the RBl emphasized that there is limited room for significant rate cuts given upside
risks to inflation, a weak currency, and fiscal and BOP pressures.

A decline in foreign investment inflows to China continues in March

Foreign direct investment to China declined by -6.1% v/y, the fifth straight monthly decline in
year-on-year terms. FDI inflows actually increased sequentially, to USD11.8 billion in March
from USD7.7 billion in February. Investment from Europe dropped by -31.3% y/y. In addition,
recent tightening policies in the real estate market have also reduced foreign investment in
the housing market, which traditionally has accounted for around one quarter of FDI inflows.

Reserve Bank of Australia minutes hint further rate cuts likely

The RBA today released the minutes of its monthly policy meeting held on April 3, when it
decided to keep its policy rate unchanged at 4.25%. At that meeting, the RBA hinted that it will
be watching for whether sluggish demand is the primary factor driving inflation lower, which
would provide room for further policy rate cuts. First quarter inflation is to be released next
week (April 24), which will be an important determinant of the next rate decision by the RBA,
scheduled for May 1, when we expect the central bank to deliver a 25bp rate cut.

Briefly noted:

e Domestic banks in China have been given the authority to hold short positions in
foreign currencies, effective yesterday. Banks will be subject to limits based on their
size. Banks were previously prohibited from holding such short positions in order to
prevent them from speculating on RMB appreciation. The move comes fresh on the
heels of a widening of the currency band.
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Calendar Indicators
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Calendar Events

India - India REPO cutoff yield, April 17 Current Consensus New
We expected a 25bps cut in the repo rate 850% 8.25% 8.00%
Philippines - Overnight borrowing rate, April 19 Current Consensus New

We expect the overnight rate to remain unchanged 4.00% 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. 23350 -09 13 6.2 235
Hong Kong - Hang Seng 205623 -02 10 15 144
Taiwan - Weighted 75859 19 -07 73 130
Japan - Nikkei 225 94647 01 -08 n9 13
Korea - Kospi 19853 -04 -06 87 -/3
India - Sensex 30 173450 11 06 122 105
Australia - SPX/ASX 200 42888 -03 01 57 16
Singapore - Strait Times 20866 02 01 129 53
Indonesia - Jakarta Comp 41574 03 02 88 14
Thailand - SET 11584 -09 33 130 6.8
Malaysia - KLCI 15962 -0 -0 43 49
Philippines - Manila Comp. b5/ 08 27 180 213
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 0.2 014 6.32 634
Hong Kong (HKD/USD) 776 -004 0.05 776 775
Taiwan (TWD/USD) 98 0.05 012 2941 2916
Japan (JPY/USD) 80.64 -0.29 004 8056 80.12
Korea (KRW/USD) 1141 017 -0.08 1144 1158
India (INR/USD) blo 034 -0.05 5251 5461
Australia (USD/AUD) 104 010 112 097 1.00
Singapore (SGD/USD) 125 021 094 125 125
Indonesia (IDR/USD) 9174 015 -0.07 9250 9585
Thailand (THB/USD) 308 0.07 068 3093 3132
Malaysia (MYR/USD) 30/ 0.07 032 308 312
Philippines (PHP/USD) 426 033 040 4284 4322
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) S -0.03 -0.03 087
Hong Kong (HIBOR/1W) 01 0.00 0.00 0.00
Taiwan (TAIBOR/TW) 065 0.00 0.01 0.01
Japan (TIBORNY) 076 0.00 0 0
Korea (KORIBOR/IM) 338 0.00 0.00 0.00
India (MIBOR/7D) 376 -05b -034 0.86
Singapore (SIBOR/TW) 025 0.00 0.00 -0.06
Indonesia (JIBOR/TW) 381 0.00 O 0
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 375 0.06 013 0.06

Last update: today, 17.45 Hong Kong time
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