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China's October PMI offers more signs of a modest upturn in growth

China’s official PMI for October came out in line with expectations at 50.2%, rising back to above the 50
expansion threshold for the first time since July, and providing further comfort that growth is now
picking up after bottoming out in Q3 (for further details, see our China Flash). The increase was modest,
but broad-based, showing a pickup in production and new orders, which may indicate that the inventory
destocking cycle is winding down. The PMI outturn suggests that the pickup in September activity
indicators is in line with our expectation of a modest increase in GDP growth momentum in Q4 (to
around 7.6% vy/vy), which would bring full-year growth to 7.6% in 2012 and 7.9% in 2013. The outturn sent
the Shanghai index higher (+1.7%). Given weak external conditions, low inflation, and downside risks to
the outlook, we expect further policy easing after the leadership transition is settled later this month.

Korea exports in October beat expectations; inflation remains steady

Korea's October exports, the first monthly outturn for the region, rose by a better-than-expected 1.2% y/y
(consensus: -0.7% y/y) on strong demand from ASEAN (17.3% y/y) and China (35% y/y). Korea also
announced that October inflation rose to 21% y/y (consensus: 2.1%) from 2.0% the previous month,
remaining near the bottom of policymakers' 2.0%-4.0% target range. While stable inflation provides
room for more interest rate cuts if needed, given signs that the economy may have bottomed out, we
expect the Bank of Korea to stay on hold for now (after 50bps total in rate cuts since July). Should the
global economy stay weak, however, further easing along with fiscal stimulus could be forthcoming after
the Presidential elections scheduled for December.

Indonesia's exports decline less than expected; inflation quickens

Indonesia’'s September exports declined by -9.4% y/y (consensus: -14.1% y/y), primarily due to still-weak oil
and gas shipments. In data also released today, October inflation guickened in line with expectations, to
46% yly from 4.3% y/y in September, as prices rose due to a weakening currency which is raising the
price of imports. Indonesia’s economy will likely face headwinds from sluggish exports in the coming
months, but given its heavy reliance on domestic demand, which remains strong, its growth momentum
should remain reasonably robust (BBVA GDP forecasts for 2012 and 2013: 6.2% and 6.3%, respectively).

Hong Kong named world’s top financial center - World Economic Forum

Yesterday, Hong Kong was named the world's top financial center for the second year running by the
World Economic Forum (WEF), thanks to the strength of its business environment, infrastructure and a
favorable tax regime. The report did, however, state that Hong Kong's bond market could be further
developed in line with its competitors London and New York, and further opening of the financial sector
is needed. Hong Kong serves as a major regional market for global investors seeking access to pan-
Asia, a distinction underscored by the WEF.

Briefly noted:

e India's October HSBC manufacturing PMI reflected a small increase in factory activity, up to
529 from 52.8 in September, driven mainly by firm new orders. Exports grew modestly for
second straight month while the input and output price indexes slipped to their lowest levels in
more than two years.

e Thailand's inflation eased slightly in October to 33% y/y (consensus: 34% y/y) from 3.4% vy,
coming in below analysts' expectations. The decline was partly due to an extension of fuel
subsidies in early October which eased pressure on energy and transportation prices.
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Calendar Indicators

China Date Period  Prior Cons. Actual
Manufacturing PMI O1-Nov Oct 498 502 502

HSBC Manufacturing PMI O1-Nov Oct 479 491 495

Hong Kong Date Period  Prior Cons. Actual
Retail Sales - Value (YoY) O1-Nov Sep 450% 760% 9.40%
India Date Period Prior Cons. Actual
Cash Reserve Ratio 30-Oct  30-Oct 450% 425% 425%
Indonesia Date Period Prior Cons. Actual
Inflation (YoY) O1-Nov Oct 431% 459% 461%
Inflation NSA (MoM) O1-Nov Oct 0.01% 013% 0.16%
Core Inflation (YoY) O1-Nov Oct 412% 438% 459%
Exports (YoY) Ol-Nov Sep  -2430% -1410%  -940%
Japan Date Period  Prior Cons. Actual
Jobless Rate 30-Oct Sep 420% 420% 420%
Industrial Production (MoM) 30-Oct SepP  -160% -310% -410%
Industrial Production YOY% 30-Oct SepP -460% -710% -810%
Singapore Date Period  Prior Cons. Actual
Unemployment Rate (sa) 31-Oct 30P  200% 200% 190%
South Korea Date Period  Prior Cons. Actual
Industrial Production (MoM) 31-Oct Sep -0.70% 150% 0.80%
Industrial Production (YoY) 31-Oct Sep 030% 100% 0.70%
Consumer Price Index (MoM) Ol-Nov Oct 0.70% -010% -010%
Consumer Price Index (YoY) O1-Nov Oct 200% 210% 210%
Ext Trade - Export (YoY) O1-Nov Oct 180%  -0.70% 120%
Ext Trade - Imports (YoY) Ol-Nov Oct -610% 0.70% 150%
HSBC Manufacturing PMI O1-Nov Oct 457 - 474

Taiwan Date Period Prior Cons. Actual
GDP - Constant Prices (YoY) 31-Oct 3QP -0.18% 150% 1.02%
Thailand Date Period Prior Cons. Actual
Consumer Price Index (YoY) Ol-Nov Oct 338% 340% 332%

Core CPI (YoY) O1-Nov Oct 189% 2.00% 183%



Calendar Events

India - India REPO Cutoff Yield, October 30 Current Consensus New
We expected a 25bps cut in the benchmark rate 8.00% 8.00% 8.00%
Japan - Bank of Japan Target Rate, October 30 Current Consensus New

We expected unconventional easing, no rate change 010% 010% 010%



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. 21044 17 0] -43 148
Hong Kong - Hang Seng 218219 08 0] 184 127
Taiwan - Weighted 71796 02 -1 15 58
Japan - Nikkei 225 89469 02 12 58 13
Korea - Kospi 18984 -0.7 14 40 -06
India - Sensex 30 18565.8 03 10 2011 62
Australia - SPX/ASX 200 44577 13 12 99 53
Singapore - Strait Times 30282 03 -05 14.4 86
Indonesia - Jakarta Comp 43354 03 00 134 176
Thailand - SET 12985 00 0] 266 357
Malaysia - KLCI 16757 02 02 95 136
Philippines - Manila Comp. 54245 00 01 241 252
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) 6.24 -0.04 0.04 6.30 6.35
Hong Kong (HKD/USD) 5 0.00 0.00 775 774
Taiwan (TWD/USD) 90 -0 -004 2914 2888
Japan (JPY/USD) 09 -025 041 79.89 7961
Korea (KRW/USD) 1092 016 052 1097 1109
India (INR/USD) 538 010 -035 5458 56.82
Australia (USD/AUD) 104 -0.02 0.26 097 099
Singapore (SGD/USD) 122 -005 007 122 122
Indonesia (IDR/USD) 9622 0.02 -0.05 9720 10087
Thailand (THB/USD) 30.7 -0.07 013 30.86 3129
Malaysia (MYR/USD) 305 -014 044 307 311
Philippines (PHP/USD) 412 -010 -002 4119 4120
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) 343 0.28 -010 013
Hong Kong (HIBOR/1W) 013 0.00 0.00 -0.07
Taiwan (TAIBOR/TW) 060 0.00 0.00 -0.02
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 278 0.00 0.00 024
India (MIBOR/7D) 344 003 -017 044
Singapore (SIBOR/TW) 025 0.00 0.00 -0.06
Indonesia UIBOR/TW) 430 0.00 0.01 0.06
Thailand (BIBOR/TW) 278 0.00 0.00 -0.24
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 163 -0.06 063 019

Last update: today, 17.00 Hong Kong time



Charts

Chart1 Chart 2
Stock Markets Stock Markets
114 114
112 112
Australia Hong Kong India
110 — 110 -
Korea \ / r =
108 / = 108 4
-
106 —/ W\ 106 -
' f-_ _'\r,\r MR
104 i ‘I y : /\ ST 104 4 PN * Indonesia
102 ; Vs Nay \ . 102 -
Japan=~s ¥
100 4 - A b 1 100 -4
98 1 ™ -‘.:.\ d \, _I“ . = Singapore
v L Taiwan ¥ 98
% =y 96
China N
o4 o Malaysia
92 T T T T T T T T T T T T T 92 T T T T T T T T T T T T T
ggogggggg gy d NN NN NN N NN NN NN
55Igg8g-2888¢28¢ 55 IS 88:2888¢2¢88
58888583882 =%¢e-= 58338388383333832¢e2¢e¢2¢2
Source: BBVA Research and Bloomberg Source: BBVA Research and Bloomberg
Chart3 Chart4
Foreign Exchange Markets Foreign Exchange Markets
92 92 -
/"\lndia
94 94
China Malafia ff \/“\'\
96 K 96 N
orea, Thailand \-/\’_\/

Taiwan

98
100 -
R R LA TR
102 / 102 / -
7 A N
. v i Indonesia
\lAustraha \'\—/\_/ Singapore
104 104
106 T — — ——— — —T 106 T T T T T T T T T T T T T
NN NN NN NN NN NN NN NN NN NN NN NN NN N A
55882888288 a5 ¥sg83:c25883¢33
5883838838383 = e 5883888383832 2¢2¢2¢e
Source: BBVA Research and Bloomberg Source: BBVA Research and Bloomberg
Stephen Schwartz Fielding Chen Le Xia

Chief Economist for Asia
stephen.schwartz@bbva.com.hk

Zhigang Li
Senior Economist (China)
zhigang.li@bbva.com.hk

George Xu
Economist
george.xu@bbva.com.hk

Senior Economist
fielding.chen@bbva.com.hk

Sumedh Deorukhkar
Senior Economist (India, Mumbai)
sumedh.deorukhkar@grupobbva.com

Richard Li
Asian FX Chief Strategist
richard.li@bbva.com.hk

Senior Economist (China)
xia.le@bbva.com.hk

Jeffrey Cantwell, CFA
Economist

jeffrey.cantwell@bbva.com.hk

William Fitchett
Economist

william.fitchett@bbva.com.hk

BBVA

. | 43/F., Two IFC, 8 Finance Street, Central, Hong Kong | Tel.: +852 2582 3111 | www.bbvaresearch.com

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
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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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