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A better-than-expected GDP outturn in Australia provided a welcorne lift to sentiment with
the region’s stock markets up for a second consecutive aay (except for China). Strong gains
were seen across the region, most notably in Japan (INikkei: +18%) and India (Sensex: +2.7%).
Asiarn currencies also rebournded The spotlight this week now rmoves back to China, where a
batch of important econormic indicators will be refeased on Saturday (see Weekly Indicator
below) arnidst ongoing concerns about an economic slowdown and rising prospects of arn
interest rate cut

Australia's GDP surged in Q1 on mining investment and private consumption

Data released today show that Australia’s economy expanded by 13% g/q s.a, well above
market expectations (consensus: 0.6% g/q s.a.) and the second fastest quarterly growth since
the 2008/09 global financial crisis. Private investment (mainly in the mining sector)
contributed 0.8% to overall growth and household consumption contributed another 0.9%,
while net exports subtracted -O5 percentage points. The better-than-expected growth
outturn lifted regional market sentiment and sent Australia’s dollar and stock index higher.
Looking ahead, Australia's growth is expected to moderate in the coming guarters due to the
global slowdown. In anticipation of moderating growth, the RBA yesterday cut interest rates
by 25bps.

China announces a new timetable for implementing Basel Ill regulatory rules

The State Council announced today a postponement of the implementation of Basel llI
regulatory rules to next year, in line with expectations (see our latest China Banking Watch).
The new timetable remains consistent with the agenda proposed by the Basel Committee
(which requires that banks start implementation in 2013, with full implementation reached by
2019). In our view, today's announcement is positive as it removes any uncertainties in this
respect and will allow banks to focus on supporting growth.

Briefly noted:

¢ |ndia announced a USD 1.8 bn package to boost exports, which includes the
extension of an import-tax waiver on certain capital goods used by exporters. Other
measures included a one year extension of a 2% interest subsidy given on loans to
handicraft exporters and other SMEs.

e Vietnam's credit rating outlook has been revised up to stable from negative by
Standard & Poor's today (its long-term rating its BB-, three levels below investment
grade).

e Malaysia's exports declined again in April, by -0.1% y/y (consensus: +1.6% y/y), the
second consecutive drop on a year-on-year basis, as exports to the US and Japan
dropped by -1.7% y/y and -3.4% y/y respectively.

Jeffrey Cantwell William Fitchett

Economist Economist
jeffrey.cantwell@bbva.com.hk william fitchett@bbva.com.hk
+852 2582 3173 +852 2582 3246

With contributions from the BBVA Research Asia Team


http://www.bbvaresearch.com/KETD/fbin/mult/120410_China_Banking_Watch_Regulation_EN_tcm348-309241.pdf?ts=662012
mailto:william.fitchett@bbva.com.hk

Calendar Indicators
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Indicator of the Week

China: Industrial output for May (June 9)
Forecast: 10.5% y/y Consensus: 9.8% y/y Prior: 9.3% y/y

China’s growth momentum moderated further in April, prompting the
government to increase policy support recently. New measures have been
geared towards increasing consumption and investment in infrastructure,
while the central bank also decided to cut the reserve requirement ratio by
50bps on May 12th. Taking these supportive policies into account, we expect
the industrial production index, a key gauge of China’s growth momentum, to
improve slightly in May to 105% in year-on-year terms, up from 9.3% in April. In
addition to IP, several other important indicators will also be released next
week, including inflation, retail sales, investment, and credit aggregates.
Headline inflation is expected to remain low at 3.3%y/y in May (from 3.4%y/y in
April) due to easing food and fuel prices, providing room for further policy
easing in the coming months, if necessary.

Calendar Events

Australia - RBA Cash Target, June 5 Current Consensus New
We expected the benchmark rate to remain unchanged 3.75% 350% 350%
South Korea - 7-Day Repo Rate, June 8 Current Consensus New

We expect the benchmark rate to remain unchanged 325% 325%



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. 23096 -0l 31 50 153
Hong Kong - Hang Seng 185205 14 -09 05 193
Taiwan - Weighted 70562 08 28 -02 220
Japan - Nikkei 225 85335 18 12 09 90
Korea - Kospi 18019 1.0 26 13 -14.7
India - Sensex 30 164543 27 09 65 -10.7
Australia - SPX/ASX 200 40553 03 10 0.0 N2
Singapore - Strait Times 27608 18 -08 43 1.3
Indonesia - Jakarta Comp 38413 33 20 05 02
Thailand - SET 1118.0 17 31 9.0 69
Malaysia - KLCI 15694 06 -04 25 11
Philippines - Manila Comp. 49666 08 10 136 166
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) 6.36 0.05 -0.09 6.37 642
Hong Kong (HKD/USD) /8 0.00 01 776 775
Taiwan (TWD/USD) 299 031 -058 29.80 2953
Japan (JPY/USD) 7y -043 -0.03 79.01 7851
Korea (KRW/USD) 1175 047 014 1182 1192
India (INR/USD) oo 4 039 145 5653 5867
Australia (USD/AUD) 0k 113 153 102 1.04
Singapore (SGD/USD) 128 058 0.75 128 127
Indonesia (IDR/USD) 9329 129 226 9578 9990
Thailand (THB/USD) 5 032 118 3166 3209
Malaysia (MYR/USD) 3l 082 -039 319 323
Philippines (PHP/USD) 432 075 074 4346 4393
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) 260 0.00 0.26 125
Hong Kong (HIBOR/1W) 013 0.00 0.00 -0.02
Taiwan (TAIBOR/TW) 067 0.00 0.00 0.00
Japan (TIBORNY) 076 0.00 0 0
Korea (KORIBOR/IM) 336 0.00 -0.01 -0.01
India (MIBOR/7D) 257 -0.08 017 138
Singapore (SIBOR/TW) 031 0.00 0.06 0.06
Indonesia (JIBOR/TW) 408 0.03 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) 344 013 013 013

Last update: today, 17.45 Hong Kong time
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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.

BBVA will continue to provide our readers up-to-date reports by emails, but you can also register directly on our website where you can find a full list of our latest reports
& presentations http://serviciodeestudios.bbva.com/KETD/ketd/ing/index.jsp

If you wish to be excluded from this mailing list, please write to us on research.emergingmarkets@bbva.com.hk and we shall immediately take you off the list.
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