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Daily Flash

Asia

Chinese equities were lifted by the release of positive data on November production and
domestic demand released over the weekend, but the gains were tempered by a disappointing
November export outturn released today (see below). The Shanghai Composite and the Hang
Seng were both up (+11% and +0.4% respectively). Meanwhile, a technical recession was
confirmed in Japan after a downward revision of second quarter GDP and the release of final
Q3 GDP showing two consecutive quarters of contraction (see below). Elsewhere in Asia,
investors will be watching this week for a series of monetary policy meetings, beginning
tomorrow in Indonesia, followed by Korea and the Philippines on Thursday, We expect all three
to keep rates unchanged.

China's November data rebound, but reveal ongoing external headwinds

China’s November activity indicators were generally stronger than expected, providing further
evidence of an economic rebound in Q4, albeit marked by headwinds from weak external
demand (for further details see our China Flash). Industrial production and retail sales growth
accelerated by more than expected, while fixed asset investment remained strong, although
unchanged in year-on-year terms from the previous month. In contrast, however, export data
released today disappointed to the downside, underscoring risks from weak external demand.
Meanwhile, headline inflation edged up to 2.0% y/y (consensus: 21% y/y) in November from
higher food prices, as expected, but still within the government’s 4% comfort level. In the
coming days, all eyes will be on the government’s annual Central Economic Work Conference,
in which the 2013 growth target will be set, most likely at unchanged from the current year
75%. We also await the release of November credit aggregates data to be released on
December 15.

Japan enters technical recession

The final reading for Japan’s third quarter GDP came out in line with last month’s estimate of a -
0.9% g/q, sa. contraction. Together with a slight downward revision of Q2 GDP to -0.1% (from a
slight positive previously), the revisions put the economy into a technical recession of two
consecutive quarters of contraction. The news underscores the difficulties facing the economy
from weak exports and softening domestic demand. In particular, in Q3 private consumption,
which accounts for around 60% of GDP, declined by -0.4% g/q. s.a. and exports dropped by -
51% g/qg, sa. We expect the contraction to continue in the fourth quarter given weak external
demand. Policies to stimulate the economy have taken center stage ahead of the general
election scheduled for December 16, with pressure on the Bank of Japan to step up its asset
purchase program to ward off deflation and curb the strength of the yen, which has recently
depreciated to ¥82.2 per USD, some 6.1% weaker from its peak in mid-September.
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Calendar Events

Indonesia - Bl Reference Rate, December 11 Current Consensus
We expect the benchmark rate to remain unchanged 5.75% 5.75%
South Korea - 7-Day Repo Rate, December 13 Current Consensus
We expect the benchmark rate to remain unchanged 2.75% 2.75%

Philippines - Overnight Borrowing Rate, December 13 Current Consensus
We expect the benchmark rate to remain unchanged 350% 350%
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Markets Data

STOCK MARKETS

FOREIGN EXCHANGE MARKETS

INTERBANK RATES

% change % change Yearto % change
INDEX Last priceover a day over a weekdate over1Y

China - Shanghai Comp. 20838 11 63 53 -10.0
Hong Kong - Hang Seng 2 04 23 208 199
Taiwan - Weighted 76095 -04 0] 76 104
Japan - Nikkei 225 95338 01 08 128 n7
Korea - Kospi 19574 00 09 72 44
India - Sensex 30 19389.0 02 04 255 196
Australia - SPX/ASX 200 45579 0] 06 124 84
Singapore - Strait Times 31154 03 16 177 156
Indonesia - Jakarta Comp 43026 03 00 126 144
Thailand - SET 18350 -04 19 302 291
Malaysia - KLCI 1632.2 09 15 6.6 118
Philippines - Manila Comp. bbb -06 15 31.7 341
Last update: today, 17.00 Hong Kong time

% change % change Forward Forward

CURRENCY Spot over a day over a week3-month 12-month
China (CNY/USD) 6.24 -0.25 -018 6.28 6.31
Hong Kong (HKD/USD) h 0.00 0.00 775 775
Taiwan (TWD/USD) 291 007 0.04 2895 2866
Japan (JPY/USD) 8228 0.26 -0.04 8221 8192
Korea (KRW/USD) 1079 022 036 1082 1094
India (INR/USD) 544 0.20 0.74 55.21 5754
Australia (USD/AUD) 1.05 -013 051 0596 098
Singapore (SGD/USD) 122 -016 -034 122 122
Indonesia IDR/USD) 9633 078 020 9752 10084
Thailand (THB/USD) 30.7 0.07 -0.03 3080 3121
Malaysia (MYR/USD) 306 -018 -060 307 31
Philippines (PHP/USD) 410 001 012 4091 4091
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) 302 -0.06 022 -0.08
Hong Kong (HIBOR/1W) 013 0.00 0.00 0.00
Taiwan (TAIBOR/TW) 058 0.00 0.00 002
Japan (TIBORNY) 076 0.00 0.01 0.01
Korea (KORIBOR/IM) 278 0.00 0.00 0.00
India (MIBOR/7D) 323 -067 -0.12 012
Singapore (SIBOR/1W) 025 0.00 0.00 0.00
Indonesia UIBOR/TW) 428 -0.01 -0.01 0.00
Thailand (BIBOR/TW) 278 0.00 0.00 0.00
Malaysia (KLIBOR/IW) 290 0.00 0.00 0.00
Philippines (PHIBOR/TW) 069 -0.31 163 -0.75

Last update: today, 17.00 Hong Kong time
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