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Weaker-than-expected trade outturns raise questions about China's growth

April export and import outturns for April were weaker than expected, reviving market concerns
about global growth and the strength of China's domestic demand. Exports and imports grew by
49% and 03% vy/y, respectively (consensus: 85% y/y and 10.9% y/y). For exports, Europe
continued to be the main source of weakening demand. Meanwhile, imports for both processing
trade and for final usage in China declined, indicating not only the effects of external headwinds,
but also weaker domestic demand. China’s equity markets were relatively muted in response to
the data outturns, while the RMB finished flat on the day. We will watch for tomorrow’s release of
April CPI inflation, industrial production, investment, and retail sales (see Weekly Indicator below)
for a more comprehensive picture of the pace of growth momentum. In the meantime, we
maintain our outlook of a gradual pickup in China's growth momentum, based on the recent
strengthening of PMI indicators and increasing fiscal and monetary policy support.

Korea and Indonesia leave rates unchanged

As expected, the Bank of Korea left interest rates on hold for an 11th straight month, at 3.25%.
While policymakers cited concerns over external risk factors, namely in Europe, the main
message was that they expect the global environment to gradually improve over the coming
months, and that a bias towards “normalizing” interest rates (read: rate cuts are not imminent at
this stage) is the most appropriate policy stance. Also as expected, Bank Indonesia kept its interest
rate steady at 5.75% today. After having lowered rates by 100bps since October, room for further
easing appears severely limited given rising inflation expectations, which have been further
exacerbated by recent weakness in the rupiah (currently 9,258/USD, near a two-year low).
Authorities feel the current path of inflation is ‘manageable, though we think the central bank is
likely to begin raising rates by the end of the year in order to keep inflation in check.

Japan reports current account surplus, increase in imports

Japan's current account surplus declined by -86% y/y to 1,589 trillion yen (consensus: 1,431 trillion
yen) in March. Imports increased by a seasonally adjusted 9.3% m/m, as the country seeks
alternative energy supplies to replace nuclear power, and as post-guake reconstruction boosts
demand for materials and equipment. Meanwhile, exports increased 3.3% m/m sa, primarily due
to an increase in demand from the US. As a result, the trade deficit widened to -372 billion yen for
the month. Japan is expected to record trade deficits in the coming months as imports are
expected to continue to rise, while external demand may remain weak; however, the current
account is expected to remain in surplus due to strong investment income, remaining at around
2% of GDP. The better-than-expected current account outturn underscores Japan's economic
rebound and provides near-term support for the yen'’s strength.

Briefly noted:
e |n addition to the data releases coming tomorrow from China, Hong Kong will report

its Q1 GDP data, India will report its March industrial output and Malaysia will hold its
monetary policy meeting, where we expect rates to remain unchanged.
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Calendar Indicators
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Indicator of the Week

China: Industrial output for April (May 11)
Forecast: 10.0% Consensus: 12.2% Prior: 11.9%

Following a string of positive PMI readings, markets have grown more
confident in China’s near-term growth outlook. Nevertheless, the next monthly
batch of activity indicators will be closely watched for indications of the pace
and sustainability of the pickup in momentum. In the coming week key
indicators include inflation, retail sales, investment, and credit aggregates. We
focus here on industrial output, where we expect a slight decline in year-on-
year growth terms due to largely to base effects. We continue to expect further
policy easing in the months ahead to support domestic demand, with room for
provided by contained inflation, although we expect a small uptick in headline
inflation to 3.7%y/y in April (from 3.6% in March) due to the lingering effect of
recent oil price increases (CPI inflation will be released on May 10.

Calendar Events

South Korea - South Korea 7-Day Repo Rate, May 10 Current Consensus New

We expected the benchmark rate to remain unchanged 325% 325% 325%
Indonesia - Bank Indonesia Reference Rate, May 10 Current Consensus New
We expected the benchmark rate to remain unchanged 5.75% 5.75% 575%
Malaysia - Overnight Rate, May 11 Current Consensus New

We expect the benchmark 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. 24102 0] 12 96 166
Hong Kong - Hang Seng 202273 -05 -4.8 9.7 133
Taiwan - Weighted 7484.0 0] 23 58 171
Japan - Nikkei 225 90097 -04 -36 66 -82
Korea - Kospi 19449 -03 25 65 91
India - Sensex 30 164201 -04 -43 6.2 113
Australia - SPX/ASX 200 42956 05 30 59 9]
Singapore - Strait Times 29036 01 32 97 -80
Indonesia - Jakarta Comp 41336 01 2] 82 88
Thailand - SET 1190.7 14 -39 1611 97
Malaysia - KLCI 1588 02 03 37 42
Philippines - Manila Comp. 51921 -04 20 188 207
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 -0.07 -014 6.33 6.36
Hong Kong (HKD/USD) 776 0.01 -0.05 776 776
Taiwan (TWD/USD) 294 002 -050 2923 2893
Japan (JPY/USD) 7964 0.00 068 7957 7913
Korea (KRW/USD) 1142 -017 116 1150 1163
India (INR/USD) 536 051 -0.26 5459 5656
Australia (USD/AUD) 101 044 165 1.00 102
Singapore (SGD/USD) 125 017 -054 125 125
Indonesia (IDR/USD) 9258 0.01 -029 9457 9792
Thailand (THB/USD) 311 0.00 -058 3129 3171
Malaysia (MYR/USD) 307 0l 116 309 312
Philippines (PHP/USD) 424 021 054 4274 4313
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) 326 -0.06 -059 044
Hong Kong (HIBOR/1W) 015 0.00 0.00 0.04
Taiwan (TAIBOR/TW) 066 0.00 0.00 0.02
Japan (TIBORNY) 076 0.00 0 0
Korea (KORIBOR/IM) 337 0.00 0.00 -0.01
India (MIBOR/7D) 320 -0 067 -0.90
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
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) 350 0.06 031 -013

Last update: today, 17.45 Hong Kong time



Charts

Chart 9 Chart 10
Stock Markets Stock Markets
120
118 |
116 -
114 "
Thailand at
12 o ~ A VA
110 4 Philippines /™ .
108 - .
106 /"m’/ V Malay5|a,_..\ PN “',
104 olngapul N - e
102 - A
100
98 Indonesia
96 N
94 L L
gogdggaggaagaadagsaaad NN N NN NNNNNN NN NNNN
58I235522858982388 58323552928 5892338
558885238323383333338 S3889B888838333338
Source: BBVA Research and Bloomberg Source: BBVA Research and Bloomberg
Chart M Chart 12
Foreign Exchange Markets Foreign Exchange Markets
97 1 Thailand
4}
M Ve
101 Y ‘\’,_[_ ~ L4 Malaysia
102 Philippines * [ ~~'."-‘,...\_..
103 A A Indonesia ~
Y
104 -
105 4 India
106 v . - . 106 -
- Japan .
107 — ; 107 A I\
108 2 108 <
109 v 109
110+ "M+
goggogoggogegogoggagega gy I R R R O S S B
2832355228588 2388 589235529285832338
5883888883383333338 8888828838333338
Source: BBVA Research and Bloomberg Source: BBVA Research and Bloomberg
Stephen Schwartz Fielding Chen Le Xia
Chief Economist for Asia Senior Economist Senior Economist (China)
stephen.schwartz@bbva.com.hk fielding.chen@bbva.com.hk xia.le@bbva.com.hk
Zhigang Li Sumedh Deorukhkar Jeffrey Cantwell
Senior Economist (China) Senior Economist (India, Mumbai) Economist
zhigang.li@bbva.com.hk sumedh.deorukhkar@grupobbva.com  jeffrey.cantwell@bbva.com.hk
George Xu Richard Li William Fitchett
Economist Asian FX Chief Strategist Economist
george.xu@bbva.com.hk richard.li@bbva.com.hk william.fitchett@bbva.com.hk

BBVA ‘ RESEARCH | 43/F., Two IFC, 8 Finance Street, Central, Hong Kong | Tel.: +852 2582 3111 | www.bbvaresearch.com

Before you print this message please consider if it is really necessary.

This email and its attachments are subject to the confidentiality terms established in the corresponding regulations and are intended for the sole use of the person or
persons indicated in the header. They are for internal use only and cannot be distributed, copied, conveyed or furnished to third parties without prior written consent from
BBVA. If this message has been received erroneously, it is forbidden to read, use or copy any of the contents and you are asked to inform BBVA immediately by

forwarding the email to the sender and eliminating it thereafter.


http://twitter.com/#!/BBVAResearch
http://www.bbvaresearch.com/
http://twitter.com/

	Calendar Indicators 
	Indicator of the Week 
	 
	Calendar Events 
	Markets Data 
	Charts 

