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Stock rmarkets were broadly lower today due in part to worries of a further slowdowr inn China,
following today's disappointing data releases (below). Korea (-14%) and Hong Kong (-13%) led the
market declines. Other countries in the regiorn have also been reporting weaker-than-expected
data outturns lately, with disappointing figures from India (IP) and Hong Kong (GDP) increasing
Prospects of further policy easing, as aiscussed below. The focus next week will be Japan, with the
refease of first guarter GDP and inaustrial production data.

China’s weak April indicators reinforce expectations of policy easing

As reported today in our China Flash, April's monthly batch of activity indicators were generally
weaker than expected, dashing hopes of an imminent growth rebound, and raising expectations
of further policy easing. Taken together, export and import outturns (released yesterday) and
industrial production for April (9.3% y/y vs. consensus: 12.2% and BBVA: 10.0%) indicate that the
slowdown of Q1 is continuing. As described in our just-released China Economic Outlook we
maintain our full-year growth projection of 83% on expectations of a gradual rebound during the
course of 2012 from supportive policies and as global conditions improve. However, risks are titled
to the downside given slowing momentum and the uncertain external environment.

Hong Kong's first quarter GDP slows on exports

Hong Kong's GDP growth slowed to 0.4% y/y in the first quarter (consensus: 1.1% vy/y) from a 3.0%
expansion the previous quarter. The slowdown was mainly due to weakening exports (-5.7% vy/y
for the quarten); however, the domestic sector (including both private consumption and
investment) remains resilient, providing a partial offset against the weakness in exports. Looking
ahead, while downside risks remain elevated given the external environment, we are maintaining
our projection of full year GDP growth of 29% in 2012.

Contraction in India's March IP adds to regional growth worries

India's factory activity slipped by -35% y/y in March (consensus: +1.7% y/y) from +4.1% in February,
driven by a contraction in manufacturing (-4.4% y/y) and mining activity (-13% y/y). The outturn
means that for fiscal year 2012 (the year ending March 2012) IP growth was a lackluster 25% vy/y
compared to 82% y/y in fiscal year 2011. After the announcement, the SENSEX ended down -0.8%
on the day, and for the week the index retreated by 2.0%. We believe that given the slow pace of
investment policy reforms, downside risks to growth remain high in India. Attention will now turn
to April's WPI inflation outturn, due on Monday, for cues regarding monetary policy. We expect
the RBI to ease policy rates by another 50 bps (to 750%) over the course of this year.

Briefly noted:
e Malaysia left interest rates unchanged at 3%, as expected.

o Next week will feature the release of several important economic indicators in Japan,
including Q1 GDP (see Weekly Indicator below).
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Indicator of the Week

Japan: Q1 GDP growth (May 17)
Consensus: 0.9%q/q sa

Forecast: 0.7% g/q sa

Prior: -0.2% g/q sa

After a disappointing fourth quarter in 2011 on supply disruptions from floods
in Thailand, Japan’s economy is expected to have rebounded in the first
quarter of this year on improving exports and increased capital spending.
Recent activity indicators such as industrial production and exports also point
to a normalization of supply chains and production from last year’s devastating
earthguake and tsunami. A succession of four supplementary reconstruction
budgets (totaling about 4% of GDP) continue to boost investment, and the BOJ
is continuing to ease monetary policy through quantitative easing. Looking
ahead, we expect the economy to expand about 2% in 2012 despite ongoing
power shortages from the closure of nuclear plants and global headwinds.

Calendar Events

South Korea - South Korea 7-Day Repo Rate, May 10
We expected the benchmark rate to remain unchanged

Indonesia - Bank Indonesia Reference Rate, May 10
We expected the benchmark rate to remain unchanged

Malaysia - Overnight Rate, May 11
We expected the benchmark rate to remain unchanged

Current Consensus New
3.25% 3.25% 3.25%

Current Consensus New
5.75% 5.75% 5.75%

Current Consensus New
3.00% 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. 23950 -06 23 89 169
Hong Kong - Hang Seng 199646 13 53 83 143
Taiwan - Weighted 74014 -1 -39 47 179
Japan - Nikkei 225 89533 -06 46 59 92
Korea - Kospi 19171 14 36 50 115
India - Sensex 30 162888 -08 32 54 124
Australia - SPX/ASX 200 42851 02 25 56 104
Singapore - Strait Times 28834 07 36 90 92
Indonesia - Jakarta Comp 4141 -05 24 76 7.2
Thailand - SET 118911 -0 -4 16.0 8]
Malaysia - KLCI 15843 -02 -04 35 31
Philippines - Manila Comp. 51581 -0.7 26 18.0 19.0
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 0.06 -0.07 6.33 6.36
Hong Kong (HKD/USD) 776 -0.02 -0.05 776 776
Taiwan (TWD/USD) 294 -013 -056 2929 2901
Japan (JPY/USD) ] 003 -0.08 7984 7939
Korea (KRW/USD) 1147 -037 131 1155 1168
India INR/USD) 036 -034 -024 54.62 56.68
Australia (USD/AUD) 100 -0.36 134 1.00 103
Singapore (SGD/USD) 125 004 -05] 125 125
Indonesia (IDR/USD) 9198 065 017 9455 9789
Thailand (THB/USD) 32 -029 -087 3137 3179
Malaysia (MYR/USD) 307 -009 097 309 313
Philippines (PHP/USD) 425 -022 045 4287 4327
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) 320 -0.06 -0.65 -060
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) 264 -056 131 144
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 0.00 019 -019

Last update: today, 17.45 Hong Kong time



Charts
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