Economic Analysis
BBVA | reseance

Daily Flash

Asia

A flurry of data outturns today shows the region cortinuing to siow, weighed dowrn by the
weak external environment The weak set of data included July exports in Korea (@ bellwether
for the region) and a lower-than-expected PMI outturn in China (see below,) and highlightea
the challenige for policyrmakers in maintaining growth mormenturm in the face of increasingly
Stff external headwinds. The market focus rnow will turn to events elsewhere as the Federa
Reserve wraps up its two-day meeting today, and the ECB prepares to imeet tormorrow. Asiar
markets moved upwards at the end of the day after Chinas policyimakers pledged rmore
policy support - the Hang Seng finished up by O1% after being down by -O8% earlier.

China’s weak PMI underscores challenge to restore growth momentum

The official NBS Purchasing Managers Index (PMI) declined to a weaker-than expected 50.1%
in July (BBVA: 50.7%; Consensus: 505%), from 50.2% in June. On the balance, we continue to
believe that growth momentum is stabilizing as other indicators are more positive recently,
but further policy support will likely be needed to maintain growth at near 8% for the full year.
On the monetary side, such support is likely to include another 150bp cuts in the RRR in the
coming months, and up to two interest rate cuts. Fiscal support is also being stepped up at
both the local and national level through increased infrastructure spending.

More signs of a growth slowdown in Korea increase odds of stimulus

One day after a disappointing June IP outturn, Korea reported today that July exports fell by
more than expected (-8.8% y/y, consensus: -3.7% y/y) as demand for major exports including
steel and ships declined sharply. Meanwhile, Korea's inflation fell to 15% y/y in July
(consensus: 2.0% y/y), its lowest level since 2000. The outturns show a rapidly slowing
Korean economyy, putting further pressure on policymakers to provide support in the coming
months. We expect at least one more rate cut before the end of the year (probably in
August), and given recent weakness in the domestic environment along with the tepid
external environment, we cannot rule out further fiscal stimulus, despite some domestic
political resistance.

Latest Indonesian trade data highlights current account stress

Indonesia’s exports contracted by in June (-16.4% y/y, consensus: -7.9% y/y), the third
consecutive month of over-year declines as demand for Indonesia’s oil and gas remains very
weak (-22.3% y/y). More importantly, Indonesia posted a record trade deficit of US$1.3bn as
imports rose by 10.7% y/y due to ongoing resilience in domestic demand. Given ongoing
weakness externally, the rupiah is likely to remain under pressure, causing potential problems
if growth were to slow significantly. Monetary policymakers appear to be on hold for now,
especially as inflation is ticking upwards (to 456% y/y in July, up slightly from 453% y/y the
previous month on rising food prices) and appears to be set to rise further in the coming
months.
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Calendar Indicators
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Indicator of the Week

China: PMI for July (August 1)
Forecast: 50.7 Consensus: 50.4 Prior: 50.2

While growth momentum continued to slow in the second quarter, recent
indicators suggest that the slowdown may be stabilizing on increasing policy
support. Loan growth and the latest flash HSBC PMI (495 vs. 48.2 in June) have
both improved on rising production, new orders, and new export orders.
Official PMI has been trending above 50, but has weakened since April. We
expect this trend to reverse in July, with a pick up to 50.7%, from 50.2% in June.
Despite the weak external environment, we expect China’s overall growth
momentum to rise through in the second half of 2012 on increasing monetary
and fiscal measures.

Calendar Events

India - India REPO Cutoff YId, July 31 Current Consensus New
We expect the benchmark rate to remain unchanged 8.00% 8.00% 8.00%



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. 21234 09 -06 35 215
Hong Kong - Hang Seng 198204 0] 50 75 125
Taiwan - Weighted 72680 00 4] 28 165
Japan - Nikkei 225 86419 -06 33 22 133
Korea - Kospi 899 -0l 6.3 30 135
India - Sensex 30 172574 0. 24 1.7 58
Australia - SPX/ASX 200 42628 01 34 5] 5.2
Singapore - Strait Times 30511 05 20 15.3 ol
Indonesia - Jakarta Comp 41305 03 32 81 15
Thailand - SET 12011 02 11 171 50
Malaysia - KLCI 16325 0] -02 6.6 48
Philippines - Manila Comp. 52987 -02 27 212 164
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) 63/ -0 031 6.36 643
Hong Kong (HKD/USD) 5 0.01 0.06 775 775
Taiwan (TWD/USD) 300 0.09 0.76 29.86 2956
Japan (JPY/USD) 7815 -0.04 0.01 7807 7772
Korea (KRW/USD) 127 035 216 1133 1143
India INR/USD) oHH 025 116 5657 58.77
Australia (USD/AUD) 1.05 0.26 216 0596 098
Singapore (SGD/USD) 124 002 088 124 124
Indonesia (IDR/USD) 9469 -0.02 041 9541 9900
Thailand (THB/USD) 5 016 044 31.64 3206
Malaysia (MYR/USD) 311 052 196 313 316
Philippines (PHP/USD) 48 -0.0] 090 4182 4209
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) 340 0.00 030 -0.66
Hong Kong (HIBOR/1W) 013 0.00 0.00 0.00
Taiwan (TAIBOR/TW) 064 0.00 0.00 -0.03
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 304 -0.01 -002 -0.30
India (MIBOR/7D) 342 0.07 262 -068
Singapore (SIBOR/TW) 031 0.00 0.06 0.06
Indonesia UIBOR/TW) 419 0.00 0.02 0.03
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 1.00 -0.81 -0.75 219

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.


http://twitter.com/#!/BBVAResearch
http://www.bbvaresearch.com/
http://serviciodeestudios.bbva.com/KETD/ketd/ing/index.jsp
mailto:research.emergingmarkets@bbva.com.hk
http://twitter.com/

	Calendar Indicators 
	Indicator of the Week 
	 
	Calendar Events 
	Markets Data 
	Charts 

