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Daily Flash

Asia

Monetary policy was the center of attention today, ahead of the Federal Reserve’s decision on
further easing measures. Within the region, the Bank of Korea’s decision to leave rates
unchanged came as a surprise given low inflation and weakening growth (see below,)
Meanwhile as expected the Philjppines and lndonesia kept rates steady due to strong growth
rmomenturm in both courtries.

China announces policy initiatives to promote international trade

On the heels of tepid August activity outturns, the State Council yesterday unveiled a package
of policy initiatives to support exports. The new measures include: i) accelerating tax rebates for
exporters; i) expanding coverage of export credit and insurance; i) simplifying procedures for
exports and imports; iv) encouraging imports of advanced equipment; and v) helping domestic
exporters in settling trade disputes with other countries. Although details of these policy
initiatives have not yet been released, we expect them to be implemented soon in order to
support the economy’s growth momentum.

Bank of Korea surprises by staying on hold

Korea's central bank defied expectations of a rate cut today, leaving its policy rate unchanged
at 3.00% for a second straight month, despite slowing economic activity, low inflation, and an
uncertain global environment. According to the central bank’s statement, ‘the Committee
expects the pace of global economic recovery to be very modest going forward and judges
the downside risks to growth to be large,” but did not feel a rate cut was required at this
juncture. We believe the decision reflects the monetary policy committee’s desire to leave
room for stimulus later in the year, and also to allow fiscal policy to work following the
government’s announcement this week of a US$5.2bn stimulus package. More generally, the
BOK has been reluctant to cut rates for fear of fueling a further rise in consumer borrowing. We
still expect a rate cut in the coming month or two.

The Philippines and Indonesia hold rates on robust growth and inflation

The Philippines and Indonesia also kept their respective policy rates steady today, in line with
expectations. Further rate cuts in the near-term appear unlikely given both countries’ strong
growth momentum as well as the likelihood that robust domestic demand will drive inflation
higher in the coming months. In this light, the Philippines raised its official inflation forecasts
today, to 34% y/y and 4.1% y/y in 2012 and 2013, respectively (BBVA: 3.4% y/y and 3.9% vy/y).

Briefly noted:

The PBoC continues to inject liquidity into the interbank market, with another RMB 55bn
today including RMB20bn of new 28-day reverse repos. This was the first time the 28-day
reverse repo was issued since the PBoC started its regular OMOs nearly a decade ago (the
PBoC typically uses 7-day reverse repos), and was done primarily to help banks smooth their
liquidity given growing cash demands before the National holiday, which starts September
30th.
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Calendar Indicators
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Calendar Events

South Korea - 7-Day Repo Rate, September 13 Current Consensus New
We expect a 25 bps cut in the benchmark rate 3.00% 2.75% 3.00%
Philippines - Overnight Borrowing Rate, September 13 Current Consensus New
We expect the benchmark rate to remain unchanged 3.75% 3.75% 3.75%
Indonesia -Reference Rate, September 13 Current Consensus New

We expect the benchmark rate to remain unchanged 5.75% 5.75% 575%



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. 21104 -08 28 -40 146
Hong Kong - Hang Seng 200476 -0 44 838 53
Taiwan - Weighted 75788 0] 34 72 25
Japan - Nikkei 225 89952 04 36 64 44
Korea - Kospi 1850 / 00 37 6.8 76
India - Sensex 30 180212 0. 39 166 94
Australia - SPX/ASX 200 43394 -05 06 70 65
Singapore - Strait Times 30301 00 14 145 1.0
Indonesia - Jakarta Comp 41706 0] 17 91 76
Thailand - SET 12577 -02 11 227 219
Malaysia - KLCI 16284 09 06 64 125
Philippines - Manila Comp. 52405 06 18 199 22]
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) 633 -0.05 021 6.36 643
Hong Kong (HKD/USD) /8 -0.01 002 775 775
Taiwan (TWD/USD) 297 -016 068 2955 2930
Japan (JPY/USD) 7772 018 147 7766 7738
Korea (KRW/USD) 1128 -017 048 1134 1146
India (INR/USD) oo 4 -038 038 56.34 5872
Australia (USD/AUD) 104 -033 143 097 099
Singapore (SGD/USD) 123 -0.08 099 123 123
Indonesia (IDR/USD) 9599 -023 -0.08 9705 10104
Thailand (THB/USD) 310 -010 048 3119 31.60
Malaysia (MYR/USD) 308 -028 115 310 313
Philippines (PHP/USD) 417 037 026 4179 4199
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) 343 -0.09 0.07 0.08
Hong Kong (HIBOR/1W) 013 0.00 0.00 0.00
Taiwan (TAIBOR/TW) 063 0.00 0.00 -0.01
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 302 0.00 -0.01 -0.02
India (MIBOR/7D) 344 -0.03 0.01 010
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 424 -0.01 -0.02 -004
Thailand (BIBOR/TW) 302 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 094 -038 113 031

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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