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Daily Flash

Asia

Market sentiment remained strong today across Asia, driven by positive corporate earnings in
Japan and China. The Nikkei rallied by 2.3% to its highest level since April 2010 (and has gained
28.2% since mid-November), while the Japanese yen continued to depreciate, down -0.7% on
the day to 9135/USD. Meanwhile, the Hang Seng and Shanghai Composite also registered gains
of 0.7% and 1.0%. Looking ahead, we will be watching for tomorrow’s release of Q4 GDP in
Taiwan and the Philippines (consensus: 3.0% and 6.3%, respectively), Japan December industrial
production, and Malaysia’s rate decision (where no change is expected).

Cross-strait ties deepen with new portfolio investment agreements

As rumored in recent days, new agreements have been announced between financial
regulators in China (CSRC) and Taiwan (FSC). According to the CSRC's webpage, China will
allow gualified Taiwanese brokers to engage in stakes of up to 51% securities joint ventures
located in select Chinese cities and provinces of Shanghai, Fujian and Shenzhen, and up to 49%
in other regions. Taiwan, for its part, agreed to raise its Qualified Domestic Institutional Investor
investment quota for Chinese investors from USD$05bn to USD$1bn. Further, proposals to
launch an offshore RMB Qualified Foreign Institutional Investor program in Taiwan (with an
initial guota of RMB 100bn specifically for Taiwanese financial institutions) as well as allowing
mainland companies to be listed in Taiwan's stock market are under active consideration by
both sets of regulators. These announced and pending policy changes are expected to further
enhance bilateral ties and boost cross-strait investments in the financial sector. This agreement
builds on the Economic Cooperation Framework Agreement between China and Taiwan,
signed in June 2010, that aims to reduce tariffs between the two sides.

Japan’s retail sales remain sluggish in December

Retail sales rose by a disappointing 0.1% m/m seasonally adjusted from November (consensus:
0.4%; prior: 0.0%). Given the data thus far, it is likely that Japan's economy contracted in Q4 for
a third consecutive quarter. To stimulate growth, Japan’s cabinet approved a draft budget of
92.6tn yen on Tuesday, with stimulus measures to boost domestic demand.

Korea's IP shows signs of life

Korea's industrial production showed more signs of life in December (0.8% y/y, consensus: 1.0%
y/y), on a second straight month of improvement in manufacturing (1.2% vy/y, following 3.2% vy/y
growth in November). Production is likely picking up on expectations that incoming President
Park will increase domestic spending to boost growth prospects after a lackluster GDP outturn
of 20% in 2012, a three-year low. We expect a gradual pickup in Korea’s growth in 2013 to 2.7%
on an improving global environment, though recent strength in the won risks adversely
affecting its exporters.
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Calendar Events
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We expect a 25 bps cut in the benchmark rate

Malaysia -Overnight Rate, January 31
We expect the benchmark rate to remain unchanged
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Markets Data

% change % change Yearto % change

INDEX Last priceover a day over a weekdate over1Y
E China - Shanghai Comp. 23825 10 27 50 43
£ Hong Kong - Hang Seng 238221 07 08 5] 182
<§E Taiwan - Weighted 78330 04 1. 17 57
5 Japan - Nikkei 225 m40 23 6.0 69 264
g Korea - Kospi 19644 04 08 16 12
India - Sensex 30 200338 02 00 31 188
Australia - SPX/ASX 200 4896.7 02 25 53 146
Singapore - Strait Times 32816 07 16 36 136
Indonesia - Jakarta Comp 44530 03 08 32 137
Thailand - SET 14878 06 34 69 384
Malaysia - KLCI 16277 -06 -05 36 75
Philippines - Manila Comp. 62712 06 29 79 350

Last update: today, 17.00 Hong Kong time
% change % change Forward Forward

CURRENCY Spot over aday over aweek3-month 12-month
E China (CNY/USD) 622 010 003 6.29 631
= Hong Kong (HKD/USD) 776 0.01 -0.07 776 775
<§E Taiwan (TWD/USD) 295 015 173 2940 291
§ Japan (JPY/USD) 9117 -048 281 ol 9079
< Korea (KRW/USD) 1085 026 178 1091 103
< India (INR/USD) 534 063 044 5422 5660
§ Australia (USD/AUD) 104 -0.27 102 096 098
§ Singapore (SGD/USD) 124 023 -0.77 124 124
O Indonesia (IDR/USD) 9688 -0.04 -065 9875 10212
Thailand (THB/USD) 298 0.07 003 2990 3030
Malaysia (MYR/USD) 308 015 127 310 314
Philippines (PHP/USD) 406 0.24 001 4054 4044

LLast update: today, 17.00 Hong Kong time.
net change net change net change

INDEX Rate overaday over a week over a month
Q China (SHIBOR/7D) 13 008 023 -0.85
5 Hong Kong (HIBOR/IW) 010 0.00 0.00 003
<§E Taiwan (TAIBOR/IW) 056 0.00 0.00 001
@ Japan (TIBOR/Y) 076 0.00 0.01 0.01
MEJ Korea (KORIBOR/IM) 278 000 0.00 -002
= India (MIBOR/7D) 500 190 202 080
Singapore (SIBOR/1W) 025 0.00 0.00 0.00
Indonesia JIBOR/TW) 430 0.00 0.00 -018
Thailand (BIBOR/IW) o 0.00 0.00 0.00
Malaysia (KLIBOR/TW) 290 0.00 0.00 0.00
Philippines (PHIBOR/1W) 169 -069 063 200

Last update: today, 17.00 Hong Kong time
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