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Asian markets gained for a third consecutive day, withh Korea and Japar each up by O 9%, just
a aay ahead of their respective rmonthly monetary policy rmeetings, along with lndonesia. We
expect the three central banks to stay pat for the time being with further policy easing likely
to continue in Japan and Korea in Septermber. Markets tormorrow will also rmove in resporse
to China’s rmonthly activity and infiation outturns for July (see Weekly Indicator below,) where
we expect headline inflation to decline to below 2% on strong base effects and slowing
dormmestic dermand indicators to show sorme signs of stabilizing following recent fiscal ana
monetary support meastres.

Japan's current account stays in surplus in June due to lower oil prices

Japan's current account posted a surplus in June for the fifth consecutive month (433 billion
yen, or US$55 billion), thanks to lower oil prices. Current account inflows are being sustained
by recurring income flows from overseas business operations, and the current account is
expected to remain at about 2% of GDP in the medium term despite being under downward
pressure in the near term on global headwinds. Looking ahead, we expect the current
account surplus to come under increased pressure should the European debt crisis
deteriorate further. The surplus could support further yen strength (now 78.3/USD) despite
the authorities’ efforts to weaken the currency.

Malaysia's export growth slows less-than-expected

Malaysia's exports in June grew 54% y/y from 6.7% y/y the month before, a smaller-than-
expected slowdown (consensus: 3.2%). By destination, exports to the EU declined by 84% vy/y
while exports to ASEAN, which account for over 25% of Malaysia's total, increased by 4.2% v/y.
The outturn is being viewed as a positive amid a slowdown in exports in the region's
economies such as in Taiwan, which posted disappointing July data yesterday.

The Philippines’ inflation ticks up, but within target range

Inflation rose in the Philippines to 3.2% vy/y in July (consensus: 31% y/y) from 2.8% y/y in June,
as increasing housing prices (5.0% y/y) support the story that the Philippines’ growth
momentum remains intact. July’s headline outturn remains well within policymakers’ 3%-5%
target range, and is expected to remain so in the coming months, though recent weather-
related supply shocks may exert upward pressures.

Briefly noted:

e Korea announced today that it will introduce a new tax on derivatives trades
(including on popular Kospi 200 futures and options contracts) beginning in 2016, a
move which is expected to raise boost tax revenues by 100 billion won (US$88.6
million) per year in order to support its aging population.
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Indicator of the Week

China: Industrial output for July (August 9)
Forecast: 9.9% y/y Consensus: 9.7% y/y Prior: 9.5% y/y

With the government tuning up its stimulus measures to counter the
economic slowdown, July industrial production will be watched for further
signs of stabilization in the growth outlook. Manufacturing PMI released for
July presented a mixed picture, showing a weak outlook for large enterprises
but strengthening for SMEs. In line with our expectations of a gradual rebound
in growth during the second half of the year, we expect industrial production
to pick up slightly from the previous month, as the authorities’ recent policy
measures boost domestic demand. Similarly, we expect other indicators to be
released during the coming week, including credit growth, to show similar
trends. Markets will also be watching for data in the coming week on July
inflation, retail sales, and investment.

Calendar Events

Australia - RBA Cash Target, August 7 Current Consensus New
We expected the benchmark rate to remain unchanged 350% 350% 350%
South Korea - 7-Day Repo Rate, August 9 Current Consensus New
We expect the benchmark rate to remain unchanged 3.00% 3.00% -
Japan - BOJ Target Rate, August 9 Current Consensus New
We expect the benchmark rate to remain unchanged 010% 010% -

Indonesia - Bank Indonesia Reference Rate, August9 Current Consensus New
We expect the benchmark rate to remain unchanged 5.75% 5.75%



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. 21610 02 18 1.7 145
Hong Kong - Hang Seng 200655 00 12 838 2]
Taiwan - Weighted 73198 03 07 35 31
Japan - Nikkei 225 88812 09 28 50 24
Korea - Kospi 19032 09 12 42 18
India - Sensex 30 176039 00 20 139 36
Australia - SPX/ASX 200 43126 05 12 63 82
Singapore - Strait Times 30523 -05 00 15.3 58
Indonesia - Jakarta Comp 4090.7 01 -1.0 70 6.2
Thailand - SET 12140 05 12 184 126
Malaysia - KLCI 16359 03 02 69 93
Philippines - Manila Comp. 53087 05 00 214 226
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 0.08 012 6.36 643
Hong Kong (HKD/USD) 776 -0.01 -0.01 775 775
Taiwan (TWD/USD) 300 -010 -004 2990 2959
Japan (JPY/USD) 7826 045 0.23 /7818 7783
Korea (KRW/USD) 1128 0.04 -015 1135 1145
India (INR/USD) 55 -032 04 56.18 5861
Australia (USD/AUD) 1.05 -0.05 084 0596 098
Singapore (SGD/USD) 175 -027 016 125 124
Indonesia (IDR/USD) 9479 -0.07 -0l 9563 9919
Thailand (THB/USD) 5 -0.06 019 3168 3209
Malaysia (MYR/USD) 310 -0.02 038 312 315
Philippines (PHP/USD) 47 012 0.05 4184 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) 230 0.0b -010 -0.12
Hong Kong (HIBOR/1W) 013 0.00 0.00 -0.02
Taiwan (TAIBOR/TW) 064 0.00 0.00 -0.03
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 303 0.00 -0.01 031
India (MIBOR/7D) 325 -0 -017 -048
Singapore (SIBOR/TW) 025 0.00 -0.06 0.00
Indonesia UIBOR/TW) 419 0.00 0.01 0.04
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 144 -025 044 169

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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