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Daily Flash

Asia

Markets in Asia were down slightly today (Kospi- -O8% Sensex: -0.6%) on spillovers after weak
earnings reports from imajor US techinology cormipanies. The focus for Asia next week will turn
to several important data outturns, including South Korea's third quarter GDP (see Weekly
Indicator below), Singapore’s industrial proauction and Japan’s merchandise exports, along
withh CPI outturns in Australia, Hong Kong, Japan, Singapore and Vietnam. Also, the Philippines
will hiold its policy meeting on Thursaay — though it will be a close call we expect the central
bank will keep rates on hold at 3 75%.

Taiwan's export orders rise on increased China, US demand

Taiwan's export orders increased in September by 19% y/y (in line with the consensus), ending
six straight months of contraction. On a seasonally adjusted sequential basis, export orders
grew by 39% m/m. The outturn followed recent positive exports data from China and Korea as
the latest in a regional trend showing some improvement in external demand. By country,
orders from China (including Hong Kong) further accelerated to 4.8% y/y, in line with China’s
recent stabilization of growth momentum. Demand from the US also increased, however
European demand was negative. The latest outturn suggests a positive outlook for Taiwan's
exports in Q4, furthering Taiwan’'s rebound from this year’s second quarter, when the economy
contracted by -02% y/y.

China FDI inflows data at odds with recent currency appreciation

In China, FDI inflows decreased by -6.8% y/y in September, while total FDI inflows in Q3 further
declined by -56% y/y from -3.0% y/y in the first half of 2012, as direct investment from the EU
remained weak. While today’s data outturn was partially due to a base effect, it also indicated
that external uncertainties are dampening investment in the world’s second largest economy.
Today’s data was also at odds with the recent positive macro readings that signaled China’s
growth momentum has bottomed out, and also conflicted with the recent appreciation of the
RMB.

Malaysia's inflation declines; remains lowest in emerging Asia

Malaysia's inflation in September edged down to 1.3% y/y (consensus: 14% vy/y) from 1.4% y/y
the previous month. September's outturn was Malaysia’s lowest level of inflation since February
2010, and is the current lowest rate in emerging Asian economies, which may allow the central
bank to keep interest rates at 3.0%, a level they have mentioned several times as being "rather
accommodative." Bank Negara Malaysia will hold its last monetary policy meeting of the year
on November 8, where we expect no change in rates, despite the central bank's governor
recently stating that downside risks to growth were stronger than risks from price pressures.
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Calendar Indicators
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Indicator of the Week
South Korea: GDP (Q3, October 26th)

Forecast: 0.2 g/q Consensus: 0.2% q/q Prior: 0.3% q/q

Following last week’s release of Q3 GDP in China, Korea’s GDP will be watched
as an indication of the extent of the regional slowdown, and the likely stance of
policies in the coming months. Korean GDP growth has been under downward
pressure in recent guarters due to the weak external environment, as slowing
exports have progressively spilled over to domestic demand. We expect Q3
GDP to slow to a seasonally adjusted 0.2% g/qg from 0.3% g/q in the second
guarter (and from 0.9% g/q in the first quarter), as exports contracted for a
third straight month in September (by -1.8% y/y). With inflation contained at the
low end of the BOK's 2-4% target range, there is scope for further policy
stimulus to support growth. The BOK has cut interest rates by 50bps so far this
year, to 2.75%, and the government has implemented modest fiscal stimulus
measures, with the latest round occurring in September. Should the Q3 GDP
outturn confirm a continued slowdown, we would expect more policy stimulus,
likely through increased fiscal spending in the early part of 2013 after
Presidential elections this coming December, though for now we see no
additional rate cuts forthcoming.

Calendar Events

Thailand - Benchmark Interest Rate, October 17 Current Consensus New
We expected the benchmark rate to remain unchanged 3.00% 3.00% 2.75%



Upcoming Calendar Indicators
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Upcoming Calendar Events

Philippines - Overnight Borrowing Rate, October 25
We expect the benchmark rate to remain unchanged
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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. 21283 02 11 32 105
Hong Kong - Hang Seng 215518 02 20 169 177
Taiwan - Weighted 74088 -08 -04 438 08
Japan - Nikkei 225 90027 02 55 65 26
Korea - Kospi 19438 -0.8 05 65 47
India - Sensex 30 18683.8 06 00 209 94
Australia - SPX/ASX 200 45711 03 19 12.7 85
Singapore - Strait Times 30489 04 02 15.2 121
Indonesia - Jakarta Comp 43313 06 05 133 175
Thailand - SET 13088 -02 09 277 395
Malaysia - KLCI 16664 0] 08 89 149
Philippines - Manila Comp. 54324 01 12 243 295
Last update: today, 17.00 Hong Kong time

% change % change Forward Forward

CURRENCY Spot over a day over a week 3-month 12-month
China (CNY/USD) 6.25 -0.03 0.20 6.31 6.37
Hong Kong (HKD/USD) 5 0.00 0.01 775 775
Taiwan (TWD/USD) 292 -0.05 0.05 2915 2889
Japan (JPY/USD) 1928 0.00 -1.06 7921 7893
Korea (KRW/USD) 1103 0.08 0.71 1108 1121
India INR/USD) 539 -093 203 5472 56.95
Australia (USD/AUD) 104 -0.06 124 097 099
Singapore (SGD/USD) 122 -0.05 022 122 122
Indonesia (IDR/USD) 9629 -031 -046 9762 10144
Thailand (THB/USD) 30.7 013 -010 3084 3123
Malaysia (MYR/USD) 305 -049 018 307 310
Philippines (PHP/USD) 414 030 004 4135 4136
Last update: today, 17.00 Hong Kong time.

net change netchange netchange
INDEX Rate over aday over a week over a month
China (SHIBOR/7D) 269 0.01 -047 -059
Hong Kong (HIBOR/1W) 015 0.00 0.00 0.00
Taiwan (TAIBOR/TW) 062 0.00 0.00 0.00
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 278 0.00 -0.01 024
India (MIBOR/7D) 360 0.73 013 027
Singapore (SIBOR/TW) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 428 0.00 0.01 0.04
Thailand (BIBOR/TW) 278 0.00 -0.24 024
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 0.75 -0.06 -1.31 -038

Last update: today, 17.00 Hong Kong time
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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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