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Note to readers: the Daily Flash will not be published next Monaay due to a national holiday
here in Hong Kong, but will resurne on Tuesaday, July 37,

Optimism spread to Asia after Europearn leaders reached several agreements designed to alleviate
pressures on Europe’s peripheral countries. Stock markets rose across the region (Sensex: +26%; Hang
Seng: +22%: Nikkei- +15%) atter the news, and in FX the Indian rupee and the Korean won appreciated
against the US dollar (by +15% and +08% respectively). The focus in Asia now moves to China with the
release of June PMI this Sunday (see Weekly Indicator below), which (along with any further
aevelopments in Europe) will set the tone whern markets open next week

Details released on new economic initiatives as President Hu Jintao visits Hong Kong

Details were released regarding several initiatives between Hong Kong and China that are expected to
be announced during President Hu Jintao’s visit, which began today and runs through Sunday.
According to the NDRC, the Qianhai special zone in Shenzhen will be developed as a pilot zone for
financial services, in a move that will deepen economic integration between Hong Kong and
Shenzhen. It has also been reported that the China Securities Regulatory Commission (CSRC) has
approved two ETF products tracking Hong Kong's stock index to be listed on China’s bourses, while
the Securities and Futures Commission (SFC) in Hong Kong will also allow the listing of a RMB ETF
product tracking the A-share index on the HKSE. Also today, Hong Kong signed Supplement IX of the
Closer Economic Partnership Agreement (CEPA) with China, which included a number of measures
that are expected to provide Hong Kong's services sector greater access to the mainland market.
Further details on these initiatives will likely come before the President departs on July 1st.

Vietnam's 2Q GDP improves, but remains below target

Vietnam posted a second quarter GDP growth rate of 4.7% y/y, up from 4.0% y/y the previous quarter.
For the first half of the year, GDP growth came in above estimations at 4.4% y/y (consensus: 4.3% v/y).
However, the outturn remains far from the government's official target of 6% growth for the whole of
2012. To support growth, the central bank has been active thus far in 2012, cutting rates by a total of
400 bps, and recently the government pledged stimulus of USD 1 bn per month until the end of the
year, starting in July. We expect that these measures will produce a more upbeat second half of the
year for Vietnam.

South Korea's records better-than-expected industrial production in May

Industrial production grew by a better-than-expected 2.6% y/y in May (consensus: 0.4% y/y, BBVA: 16%
y/y), one day after the government lowered its growth outlook for the year to 3.3%, from 3.7%.
Consumption remains relatively strong in Korea, supporting industrial output despite weakening
external demand. While the outturn is encouraging for Korea, weakening forward-looking indicators
suggest ongoing sluggishness in the economy in the coming months.

Briefly noted:

e Looking ahead, investors will be watching closely the release of China's official PMI for
June this Sunday as well as the HSBC manufacturing PMI on Monday. Australia and Malaysia
hold their regular policy meetings on Tuesday and Thursday respectively, while inflation data
in Indonesia, Philippines, South Korea, Taiwan and Thailand will be released, and Korea, India,
Indonesia and Malaysia will post trade data.
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Indicator of the Week

China: PMI for June (July 1)
Forecast: 50.1 Consensus: 49.8 Prior:50.4

Activity indicators for May showed continued weakness in growth momentum,
albeit with mixed signs due to much stronger than expected exports. We
expect growth momentum to remain somewhat sluggish in June, as the just
released flash estimate for the private sector PMI (Markit) registered a further
moderation, to 48.1% from 48.4% in the previous month. We expect the official
manufacturing PMI (with a greater focus on larger and domestic-oriented
firms) to show moderation as well to 5011, still above the +50
expansion/contraction threshold. Going forward, increasing monetary and
fiscal policy stimulus should lead to a pick up in growth momentum in the
second half of the year.

Calendar Events

There are no calendar events scheduled for this week.



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. 2281 13 16 12 184
Hong Kong - Hang Seng 194415 22 23 55 119
Taiwan - Weighted 72963 18 10 32 149
Japan - Nikkei 225 90068 15 24 65 -8
Korea - Kospi 1854.0 19 04 15 115
India - Sensex 30 174325 26 27 128 6.7
Australia - SPX/ASX 200 40946 12 1] 09 96
Singapore - Strait Times 28785 11 18 88 -65
Indonesia - Jakarta Comp 39556 17 17 35 33
Thailand - SET 1174.2 02 18 145 136
Malaysia - KLCI 15992 03 -02 45 15
Philippines - Manila Comp. 52464 -02 25 200 235
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) 635 0.05 016 6.36 641
Hong Kong (HKD/USD) 776 0.04 0.06 775 775
Taiwan (TWD/USD) 299 017 023 2979 2948
Japan (JPY/USD) 7941 0.06 128 7931 7890
Korea (KRW/USD) 1145 0.79 102 1152 1163
India INR/USD) 55 154 216 5705 5936
Australia (USD/AUD) 102 123 1.04 099 1.01
Singapore (SGD/USD) 127 079 053 127 127
Indonesia (IDR/USD) 9433 065 065 9570 9977
Thailand (THB/USD) 318 044 016 3192 3230
Malaysia (MYR/USD) 318 060 043 320 323
Philippines (PHP/USD) 421 057 084 4230 4272
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) 406 022 -044 151
Hong Kong (HIBOR/1W) 013 0.00 0.00 0.00
Taiwan (TAIBOR/TW) 067 0.00 0.00 0.00
Japan (TIBORNY) 076 0.00 0 0
Korea (KORIBOR/IM) 334 0.00 0.00 003
India (MIBOR/7D) 410 055 -0.24 140
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 416 0.01 0 0
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 319 -0.06 -056 -0.06

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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