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Reduced preoccupation on global
trio risks

e The FX trading environment in April remains choppy
and directionless at the same time.

e  Markets’ reassessment of the prospects for Q2 is
largely based on the usual trio suspects of developed
economies’ monetary policies, oil prices and China.

e The Fed, China and oil are becoming less uncertain, but
a weaker Asian FX against the CNY may be a rising risk
ahead, in light of policy differentiation.

After March’s sterling rally as reflected in the chart below,
Asian currencies failed to make significant headway in either
direction in April, with the ADXY largely trading within
108-109 range as the DXY hovering in the 94 and 95 range.
It appears that while there is increasing conviction that the
USD’s recovery is now stalled, yet no one wants to sell it
aggressively. The trading strategies that work better

are the tactical ones, not the directional ones. In addition,
appetite for risk shows signs of waning in April as the

MSCI Asia ex-Japan index merely rose 1.7%, after nearly 11%
gains in March. Understandably, the preoccupation that
markets have in Q1 may no longer prevail in Q2. The Fed
and China are becoming reduced uncertainties, the rebound
in the oil price persisted in April and Brent’s slide below
USD40/bbl was brief, followed by a climb above USD 45/bbl.

Meanwhile, the IMF appears to be behind the curve as

it went at length to highlight EM capital outflows in its
latest World Economic Outlook. Based on IIF estimates,
non-resident portfolio flows to EM jumped to a 21-month
high in March to USD36.8bn, following a modest inflow of
USD5.4bn in February. Interestingly, the inflows were quite
balanced between bonds and equities and the bulk
(USD20.6bn) of it went to Asia.

China Inc. still at risk

Apart from bargain hunting activities, global investors were
more assured about China’s macro and FX prospects. Even
capital outflows from China have abated, gauging from
March indicators. Nevertheless, we remain cognizant of the
fact that capital flow movements will remain a key risk for
global financial markets in 2016.

China’s corporate sector stays on the risk radar, mainly due
to concerns over debt accumulation and accordingly, debt
servicing ability. The latest Total Social Financing data shows
a nearly 42% yoy expansion in the March quarter — to
RMBS6.6 trillion. While there is a tendency of frontloading
loans, Q1’s growth was given a strong boost by corporate
bonds issuance, partially as Chinese corporates prepaid
their USD debt and switched to local borrowings. We do
not think it is time to hit the panic button, given China’s
relatively low loan to deposit ratio and strong current
account surplus. However, markets will be sensitive and
watchful. International media have been raising the fear
factor, with reports that local firms’ cash conversion cycle is
now a record 192 days, up from 125 days five years ago.

At least seven firms have missed local bond payments this
year and tighter liquidity conditions are reflected in the rise
in 7-day report rate to 2.436%, a two month high, despite
net liquidity injections by the central bank.

The other area of concern is the property sector and more
on this discussion in the China spotlight section below.

A stable RMB becomes a more important anchor

In the meantime, USD/CNY has bottomed at 6.45 and
recovered modestly in April, largely tracking the USD’s
broad trend. The pair could well touch 6.50, where it started
the year and it is not unforeseeable for it to break above this
year’s high of 6.5948 in coming months.

While still early days, there may be an increasing risk of a
differentiation in Asian FX performances in coming months
that may potentially have the RMB trade stronger against
the other Asian currencies within the CFETS RMB index.
While most Asian monetary policies may still be growth
supportive, China appears to have relatively bigger room for
fiscal expansion, along with Singapore and Korea. China’s
overall growth prospect is also more encouraging given the
strong performance of its services sector.

Indonesia and Malaysia on the other hand, may have to
continue to rely on monetary stimulus as the rebound in oil
prices is providing an insufficient push on the government’s
fiscal performance. Even Singapore has chosen to take the
unexpected route on deploying further monetary loosening
in April (Please refer to Asia Dashboard on Singapore — Zero
Appreciation Policy). A rising concern on policy limits in Asia
could potentially see selective Asian currencies weaken vs
the CNY, in addition to a rising USD environment.
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China Spotlight:
Stimulus and its malcontents

e Q1 GDP growth pointed to a moderation in the
slowdown but additional fiscal spending has raised
some concerns.

e Arebound in the property sector could support growth
but is also causing some jitters in the market.

e  While there is enough evidence that the authorities
have not abandoned their economic reforms, the
market will need more time to be convinced.

e Prepayment of corporate foreign loans appears to
have waned in March but the continued slide in the
RMB Index could see prepayments resume in the
months ahead.

Rehabilitation, not recidivism

Q1 GDP growth continued the slowdown but came in

in-line with expectations. However, a surge in the real estate
component sparked some concern that the authorities were
reverting to prioritizing growth over reforms.

This is probably somewhat of a false dichotomy as there is
no indication that investment has shifted away from the
“new economy” focus identified in 2012, nor has the

share of investment in the real estate sector increased.
Nevertheless, the broad rise in property prices in March will
need to be closely watched as there are signs of localised
bubbles forming already.

In terms of the corporate outflows, there are signs that debt
prepayments have petered out somewhat. However, that
could be in large part due to the overall USD weakness that
has translated into a gradual downward trajectory on the
USD/CNY. There are various events that could spook both
the markets and domestic corporates, and reignite outflows.

Don’t fret over the property sector just yet

The deceleration to 6.7% yoy growth was as expected,
although the 1.1% qoq sa growth did initially cause

some undue consternation. The slowdown in financial
intermediation was partially negated by acceleration in the
real estate sector.

The accelerated broadening of the recovery in property
prices also added to the unease — 62 of the 70 major cities
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saw a MoM rise in property prices, compared to just 47
cities in February. Probably adding to that is the fact

that prices in Shanghai and Shenzhen are up 25% and 60%
yoy respectively.

There has been some worry that this is largely a result of a
30% rise in new RMB loans for Q1 but more likely than not
this is due to the down payment ratio for both first and
second homes being cut at the start of February. In late
March both Shanghai and Shenzhen bucked the national
direction and tightened property lending conditions for
their local markets, but these will probably only be evident
in data for April. Chances are more tightening will be
needed for these and other Tier 1 cities but on a broad basis
the property market doesn’t appear to be in a bubble just
yet — of the 70 major cities only 40 have prices higher than a
year ago and overall, prices are only up 4.9% yoy.

Investment still going to the right place

The authorities seem to have also deployed fiscal policy

in a manner unique to China: increasing RMB lending.
Total Social Financing for Q1 is up 40% yoy, driven by a
30% rise in new RMB loans and a 200% rise in net corporate
bond issuance. While the surge in net bond financing is
eye-catching, it is partly a structural attempt to encourage

a greater reliance on the under-utilised bond markets, and
partly a result of a shift in the corporate borrowing mix
away from foreign currency loans.

The increased lending appears to have been supportive of
both retail sales and fixed asset investment (FAI). In terms
of the distribution of FAI, real estate accounted for 26.4%
in Q1 2016 versus 27% in Q1 2015. Infrastructure (areas
crucial to the new structure of the economy) meanwhile,
rose from a 16.6% share in Q1 2015 to 17.9% in Q1 2016.
With real estate spending, there also appears to be some
degree of frontloading so it might not be time to panic
just yet.

Outflows moderating, for now

In terms of capital outflows, there are indications that

the rush to prepay foreign currency borrowings amongst
corporates is waning. Estimates for capital outflows suggest
a sharp fall-off in February while foreign currency loans have
stopped falling. This might be due in part to the current
downward drift in the USD/CNY and a sharp fall in volatility,
especially in the USD/CNH. Both of these though might
quickly reverse if sentiment turns.
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Korea Spotlight: Weak Won
bias may gain more traction

e Parliamentary elections results threw more uncertainty
over Korea'’s policy direction.

e The KRW has been a laggard to the recent regional
currency strength, reflecting weak macro prospects.

e Barring a strong recovery in portfolio inflows, the
path of least resistance for the KRW is for further
weakness ahead.

The KRW’s 2.5% appreciation vs the USD in Q1 2016 pales in
comparison to other currencies in Southeast Asia (THB, IDR,
MYR, SGD). In April, one of the main events domestically was
the parliamentary elections. The outcome, while not a huge
market mover, has added more uncertainties to medium
term policy direction. Korea's general election was held on
13 April and yielded an unexpected outcome where the
ruling Saenuri party failed to win a majority in parliament,
undermining President Park's chances to enact her economic
agenda in her final two years in office. The Saenuri Party
won 40% (122 seats) of the 300-seat National Assembly,
while the main opposition Minjoo Party won 41% (123
seats). The People’s Party — formed in February mainly by
Minjoo Party defectors — took 38 seats.

The macro reading is a mixed bag. Q1 2016 GDP slowed on
both YoY and SA QoQ terms but the domestic engines are
still looking fairly robust. Household consumption might
have fallen 0.25% sa qoq but on a yoy basis, it was still up
2.1%. The big driver though has been investment. GFCF was
up 1.2% sa qoq and 3.6% yoy, on top of an already strong
2015. The question now will be whether external demand
and, to a lesser extent, consumption can pick up strongly
enough to justify this increase in capacity. With fiscal
spending already being heavily employed (government
consumption grew 1.28% sa qoq and 4.56% yoy in Q1), the
authorities might need to focus more on the KRW going
forward, especially with respect to the USD, CNY, and JPY.

More doves sitting on the BoK’s fence?

The Bank of Korea kept its benchmark policy rate unchanged
at 1.5% in April, and its policy language kept overall policy
direction quite open and data dependant. The decision was
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again not unanimous, with one board member calling for a
25bp cut. The BoK said that the trend of decline in exports
has continued but domestic demand activities such as
consumption, and the sentiments of economic agents
appear to be improving somewhat. Its overall growth
revision was also quite modest, to 2.8% from 3.0%, not as
bearish as some market estimates of 2.0%.

The BoK assessed the risks associated with the future
growth path to be neutral overall. Upside risks include the
acceleration in global growth supported by major countries’
stimulus measures and by the rise in oil prices, and the
improvement in consumer and investment sentiment in

line with stimulus measures by the government. On the
other hand, downside risks include further economic
slowdowns in China and resource-exporting emerging
market economies, and the worsening of economic
sentiment associated with heightened uncertainties at home
and abroad. Inflation risks are also assessed to be neutral
and expected to increase by 1.2% in 2016..

However, the BoK has since replaced four out of seven
members within its policy board and there are suggestions
that these new members are more dovish than the outgoing
ones. There is also the lingering pressure from the Finance
Ministry, which is more pro-growth but may be facing more
hurdles for fiscal expansion, and recently called for lower
borrowing costs.

BoK preference for a weaker Won may be a rising risk

The recent political development is fuelling expectations of
an inefficient multi party parliament with the additional
complication of the third and minor opposition party getting
more seats than previously. In addition, persistent weakness
in the exports performance suggests that the authorities will
lean toward increasing export competitiveness. Our end
2016 USD/KRW forecasts currently stand at 1220, similar to
Bloomberg concensus. Korea’s FX reserves appeared to have
stopped falling after four consecutive months of decline and
rose by USD4bn to USD369.84bn in March. Interestingly, the
KRW has managed to buck its seasonal trend in April this
year, when over the past ten years the KRW has appreciated
an average of 1.9% vs the USD. May is typically a month of
KRW weakness, where in the past nine years the KRW has
depreciated an average 2.06%. More weak data ahead could
renew long USD/KRW interests.
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India Spotlight:
Intervention is coming...

e The RBI cut its policy rate as expected but the
central bank also to steps to improve liquidity in the
interbank market.

e  Growth momentum seems somewhat tenuous but
inflation could threaten the further easing in the
near term.

e  With Indian growth still likely to be one of the highest
in Asia, a return of risk appetite should benefit both
Indian equities and bonds.

The Reserve Bank of India (RBI) seems to have responded to
the moderation in the US Federal Reserve’s “dot plots” and
the recovery in global risk appetite, to bring forward the
first of its rate cuts for the year. Also contributing to the
frontloading of the rate cut might be the now-reduced
likelihood of a near term passage of the GST bill, which was
expected to have helped simplified the tax code.

For sure, rate cuts were always on the cards but buoyant
inflation seemed to call for some restraint. However, with
the flagging of investment and the recovery in INR strength,
the RBI probably assessed that the risk-reward balance had
shifted sufficiently towards an earlier cut.

At these USD/INR levels, the RBI seems quite happy to
support domestic demand at the expense of INR strength.
Even though USD-buying in March does not appear to
have been substantial, any sharp falls in the USD/INR
towards 66 will probably trigger more robust USD-buying.
Indeed, RBI Governor Raghuram Rajan declared in an
interview on 19 April that the RBI will continue to reduce
volatility in the FX markets via currency intervention.

Investment flagged as a concern

The dichotomy between investment and consumption
continues, perhaps conveniently proxied by the divergent
trends in the relevant components in industrial production:
for the 4 months up to February 2016, production of
consumer durables is was up 10.7% yoy compared to
production of capital goods being down 18.6% yoy.
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The RBI noted this divergence in its monetary policy
statement, saying that strong urban demand was supporting
the production of consumer durables while weak demand
and competition from imports have constrained capital
expenditure. This perhaps provides one reason for the RBI to
actually prefer a weaker INR going forward.

Inflation has to be watched still

March’s CPl inflation fell to 4.8% yoy from 5.3% in February
and this might have also encouraged the dovish tendencies
within the RBI. Going forward, base effects are likely to keep
inflation on the downward trajectory all the way through Q3,
unless there are strong sequential rises in the CPI. The base
effects will be especially pronounced with the food
component of CPI, which accounts for almost 40% of the CPI.

Expectations for another rate cut are therefore likely to
continue to build during that period and NAB’s India
economist John Sharma is expecting the next 25bps rate cut
to come in Q3 this year, just as the effect of a high base is
cresting. The accommodative monetary policy should
increase the likelihood of growth coming in top of the pile
in Asia at around 7.6% for 2016. Inflows into the bond and
equity markets could start to ramp up through Q3 when
expectations start to build.

RBI ‘s Rajan resolute on intervention

March’s FX reserves rose 3.3% mom to USD 335bn but in INR
terms, the increase was a mere 0.2%, suggesting that the
change was due more to valuation effects rather than actual
USD purchases. The RBI allowed the USD/INR to fall from
68.4 to 66.2 but the RBI is likely to start buying more
aggressively should the pair start to move towards 66

and beyond.

RBI Governor Raghuram Rajan stated very clearly that the
desire is for the INR to move in line with “underlying
fundamentals of trade and services” rather than as a result
of capital flows. The RBI is likely to be extra careful about
INR strength till the rate of inflation actually comes down,
given that the strong inflation since mid-2015 has seen
the INR REER diverge from the NEER, resulting in a loss

of competitiveness. The RBI will probably feel more
comfortable with significant INR strength only when
inflation has moved closer to 3% yoy.
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Singapore Spotlight: Jobs
weakness spooks MAS

e The MAS surprised the market with an easing move
that consisted of reducing the slope of the policy band
to a neutral bias.

e The MAS cited the usual slowing growth and benign
inflation but also added something new: the potential
for rising redundancies and falling job vacancies.

e The authorities estimate that the output gap is only
mildly negative so additional monetary stimulus is
unlikely to be aggressively employed in the near term,
unless growth takes a tumble.

The Monetary Authority of Singapore (MAS) surprised the
market by continuing to ease its monetary policy stance
and taking its policy bias to neutral. MAS cited the usual
backdrop of slowing external demand and benign inflation,
especially relative to October 2015.

However, the MAS also added rhetoric on the threat of a
weaker jobs environment. This is a sharp reversal from
April 2015’s multiple mentions of a “tight” labour market.
The October 2015 statement did not mention the labour
market as a concern.

The MAS’ expectation of further weakening in the jobs
market is in line with the government’s view of the output
gap moving into mildly negative territory this year.

This creates some room for monetary policy to stimulate
the economy but this room might still be seen as fairly
limited and the MAS might be a bit cautious about easing
further in October.

The kneejerk fall in the SSNEER after the MAS surprise has
dissipated and it is now back to the centre of the policy
band. Given that there is significant room for two-way
movement in the current SSNEER level, the main
determinants of the direction in the NEER going forward

is likely to be economic growth in China and the US, and
overall risk appetite, which would contribute to determining
the size and direction of net flows into or out of Asia.

Backdrop remains the same

The advance estimate of Q1 2016 GDP from the Ministry of
Trade and Industry was 0% qoq saar or 1.8% yoy. The MAS
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is expecting 1%-3% growth for 2016, with the market.
The March 2016 MAS Survey of Professional Forecasters
yielded expectations of 1.9% growth for 2016, which was
lower than the 2.2% in the December 2015 survey.

Inflation expectations are also fairly benign and in line with
the expectations of slowing growth. The MAS expects

2016 inflation to come in around 0.5%-1.0%, down from its
earlier projection of 0.5%-1.5%. Core inflation is expected
to average slightly below 2%. The March Survey yielded
expectations of -0.2% and 0.8% respectively, down from
0.5% and 1.0% in December.

While inflation expectations are somewhat weaker than the
MAS’ view, economic growth does not look like it is in need
of significant additional support. Especially given that fiscal
policy remains very supportive as well. The government
estimates that the output gap will turn only mildly negative
this year — meaning actual growth only slight below
potential growth.

Vacancies spark worries

The MAS flagged a new concern in its latest policy statement
and this seems to be what tipped them into a shift in the
policy stance to neutral. The MAS projects a potential rise in
the unemployment rate “in the period ahead”, along with a
rise in redundancies and falling job vacancies.

The MAS described the local job market as “tight” in April
2015 but dropped this in its October 2015 statement. It is
probably no coincidence that the ratio of job vacancies to
unemployed persons started falling quite sharply from
1.43 in Q1 2015 to 1.13 in Q4 2015. What seems to have
compounded this though is that a sizable share of the
vacancies losses came from the PMET segment, usually
considered new economy jobs.

External factors still the main SGD drivers

While the change in the change in the MAS’ policy stance
does provide a more bearish signal for the SGD, the SSNEER
is back to the middle of the policy band so it still has
significant room to move on either side and its direction
will likely continue to be determined by broader trends in
the USD as well as prospects for China’s economy. We will
maintain our gradual upward projected trajectory on the
USD/SGD, in line with the USD/CNY trajectory and the pair
remains on track to meet our June 2016 target of 1.380 and
1.400 by the end of 2016.

S$NEER October 2015 - MAS reducedthe SSNEER
130 rate of appreciation slightly

125

April 2016 -
MAS reduced
the SSNEER
slope of
appreciation to
zero

120

110
Jan11 Sep11  Mayiz  Jana3 Sep13  May14  Jands Sep1s  May-16

Source: NAB, Bloomberg

NAB Markets Research | 6



Phillippines Focus:
Presidential distractions

e 9 May will see the Philippines vote for a new president;
Davao City mayor Rodrigo Duterte leads the polls.

¢ None of the top three candidates are likely to spook
the markets, although some questions might be asked
about experience.

e The Philippine economy is likely to continue to enjoy
the rewards of past reforms, but financial markets are a
bit stretched.

Voters in the Philippines go to the polls on Monday 9 May
to choose a new President, Vice President, half of the

24 member Senate, and all 297 members of the House of
Representatives. Of these, the market is likely to only focus
on the new President.

The leading candidates in the presidential race are

Davao City mayor Rodrigo Duterte and incumbent Senator
Grace Poe. The third placed candidate in current polls,
Mar Roxas, is the current Secretary of the Interior and has
the backing of the outgoing president, but he trails by a
significant margin.

All three are likely to be perceived as reasonable but flawed.
The market’s preference is probably in reverse order to

the current hierarchy in the polls, but the reaction to the
election of any one of these will probably be fairly muted.

Economics by broad strokes

The economic policy platforms outlined by the various
candidates have so far been short on details and
distinguishing characteristics. The policy platforms are
generally populist in bent with few details about how many
initiatives will be paid for. Politics in the Philippines is fairly
personality-driven so policy platforms per se will likely not
be what market opinion hinges upon. Rather, experience,
connections, and the perceived ability to mobilise support
within the legislature will be key.

Style over substance

Rodrigo Duterte leads the polls but the current numbers
might be somewhat overstated given that they do not
capture the impact of Duterte’s impolitic comments about
a recent rape-murder victim. Nevertheless, Duterte is still
expected to remain in the lead. Duterte is known for having

Pulse Asia SWS
(16-20 Apr) (18-20 Apr)
1" choice 2" choice

Duterte, Rodrigo 35% 14% 33%
Poe, Grace 23% 32% 24%
Roxas, Mar 17% 13% 19%
Binay Jr, Jejomar 16% 16% 14%
Santiago, Miriam 2% 6% 2%
Seneres, Roy 0% 0% NA
Undecided 6% 19% 3%

Source: ABS-CBN, Pulse Asia, Social Weather Stations

improved the law and order situation in Davao City,
although via rather draconian measures that have proved a
little controversial. A Duterte win will probably be seen as
neutral to mildly negative given his lack of national level
experience and his apparently somewhat abrasive
personality, which might be seen as an impediment to
the deal-making that has to be done at the national level.
Duterte’s pledge to focus on rebuilding industries,
especially the steel industry, might also be seen as
somewhat retrograde given that the recent resurgence in
the Philippine economy and external balance has been
built on strong services exports.

Grace Poe is probably somewhat more acceptable given
her more amenable disposition and her experience as

a first term Senator, a path that mirrors the popular
outgoing president Benigno Aquino. Like Aquino, Poe

has name-recognition, which confers a certain degree of
connectedness with the political class that dominates the
legislature. Poe’s economic platform is unremarkable and
slightly populist, but also fairly uncontroversial. Her plan
to devote 7% of GDP to infrastructure, while on the right
track, lacks details. The absence of any proposals for how
her spending will be funded will probably not be seen too
negatively given that the Philippines is in much better fiscal
health now. Poe’s strong popularity as a second choice
candidate might see her surge in the polls if some of the
other candidates drop out.

Mar Roxas is probably the most palatable to the

market, although his current polling numbers are

not so encouraging. Roxas has inherited the current
administration’s popularity and reputation for competence
but seems to be having problems creating a strong personal
narrative. His economic platform appears to be the most
business friendly, consisting of various tax hikes/reductions.
His opposition to the Trans-Pacific Partnership though might
not count too heavily against him at the moment given that
this is still not an immediate issue for the markets.

Structural dividends to keep economy robust

GDP growth for 2016 is still expected to come in around
5.7%, amongst the strongest in Asia. The external balance
also remains structurally robust, bolstered by strong stable
remittance flows and a turnaround in annual portfolio flows.
Any negative reaction to the election results will probably
prove transitory. The USD/PHP will probably rise gradually
to 47.20in line with the USD/CNY and broad USD drift.
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Selected Indicators

Table 1: NAB Asian FX Forecasts

Jun-16 Sep-16 Dec-16 Mar-17 Jun-17 Sep-17 Dec-17 Mar-18 Jun-16 Sep-16 Dec-16 Mar-17 Jun-17 Sep-17 Dec-17 Mar-18
USD/CNY 6.55 6.60 6.65 6.60 6.55 6.55 6.50 6.50 AUD/CNY 4.85  4.69 4.59 4.55 4.59 4.72 4.75 4.81
USD/IDR 13500 13600 13700 13700 13600 13500 13300 13200 AUD/IDR 9990 9656 9453 9453 9520 9720 9709 9768
USD/INR 67.5 67.0 67.0 66.0 65.0 64.0 63.0 62.0 AUD/INR 50.0  47.6 46.2 45.5 45.5 46.1 46.0 45.9
USD/KRW 1175 1190 1220 1200 1200 1180 1150 1100 AUD/KRW 870 845 842 828 840 850 840 814
USD/MYR  4.30 4.35 4.40 4.40 4.40 4.38 4.35 4.30 AUD/MYR 3.18  3.09 3.04 3.04 3.08 3.15 3.18 3.18
USD/PHP  46.8 47.0 47.2 47.0 46.6 46.2 46.0 46.0 AUD/PHP 34.6 334 32.6 32.4 32.6 33.3 33.6 34.0
UsD/SGD 1.38 1.39 1.40 1.39 1.38 1.38 1.37 1.37 AUD/SGD 1.02  0.99 0.97 0.96 0.97 0.99 1.00 1.01

USD/THB 36.0 36.5 37.0 37.0 37.5 37.5 37.5 37.0 AUD/THB 26.64 25.92 25.53 25.53 26.25 27.00 27.38 27.38
UsD/TWD 33.0 33.2 33.5 33.5 33.2 33.0 32.7 32.5 AUD/TWD 24.42 23.57 23.12 23.12 23.24 23.76 23.87 24.05

Table 2: NAB Key FX Forecasts

Jun-16  Sep-16 Dec-16 Mar-17 Jun-17  Sep-17 Dec-17  Mar-18

Australian Dollar AUD/USD 0.74 0.71 0.69 0.69 0.70 0.72 0.73 0.74
New Zealand Dollar  NZD/USD 0.65 0.63 0.61 0.61 0.62 0.63 0.65 0.66
Japanese yen UsD/IPY 115 115 117 118 120 120 119 119
Euro EUR/USD 1.12 1.11 1.09 1.09 1.09 1.10 1.10 1.12
British Pound GBP/USD 1.43 1.44 1.43 1.43 1.44 1.44 1.45 1.45
Swiss Franc USD/CHF 0.98 1.00 1.04 1.05 1.05 1.04 1.05 1.03
Canadian Dollar USD/CAD 1.34 1.39 1.45 1.44 1.43 1.41 1.40 1.37
Chinese New Yuan USD/CNY 6.55 6.60 6.65 6.60 6.55 6.55 6.50 6.50

NAB Asia Macro Forecasts

Average annual growth in GDP (%)

2013 2014 2015 2016 2017
Hong Kong 3.1 2.5 2.5 2.6 2.6
Indonesia 5.6 5.0 4.8 4.5 4.5
Singapore 4.4 2.9 2.2 2.9 2.9
Taiwan 2.2 3.9 0.9 0.5 0.5
Thailand 2.7 0.8 2.8 3.8 3.8
Malaysia 4.7 6.0 6.1 4.3 4.3
S Korea 2.9 3.3 2.6 2.9 2.9
Philippines 7.1 6.1 5.8 5.7 5.7
Total 4.2 4.1 3.6 3.5 3.5
China 7.7 7.3 6.9 6.7 6.5
India 6.4 7.1 7.5 7.6 7.4
Table 4: NAB Key Macro Forecasts
Country/region 2011 2012 2013 2014 2015 2016 2017
United States 1.6 2.2 1.5 2.4 2.4 2.2 2.3
Japan -0.4 1.7 1.6 -0.1 0.6 1.1 0.9
Euro-zone 1.7 -0.8 -0.2 0.9 1.4 1.7 1.9
United Kingdom 2.0 1.2 2.2 2.9 2.2 2.2 2.2
Emerging Asia 4.4 4.6 4.2 4.1 3.6 3.6 3.8
Latin America 4.9 2.5 2.6 0.9 -0.4 -0.3 1.2
China 9.3 7.8 7.7 7.3 6.9 6.7 6.5
Canada 3.0 1.9 2.0 2.5 1.2 1.7 2.0
Australia 2.7 3.5 2.0 2.6 2.3 2.7 3.0
New Zealand 1.8 2.4 2.3 3.3 2.2 1.8 2.0
India 7.9 4.9 6.4 7.1 7.5 7.6 7.4
Africa 5.4 4.4 5.2 5.0 3.5 4.0 4.0
Eastern Europe 5.4 1.4 2.9 2.8 3.0 2.9 2.6
Middle East 3.9 4.8 2.4 2.8 2.5 2.5 2.5
Other advanced 3.3 2.0 2.2 2.8 2.3 2.4 2.6
World 4.39 3.38 3.27 3.32 2.92 3.02 3.27
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Important Notices

Disclaimer: This document has been prepared by National Australia Bank Limited ABN 12 004 044 937 AFSL 230686 (“NAB”). Any advice contained in this document has been
prepared without taking into account your objectives, financial situation or needs. Before acting on any advice in this document, NAB recommends that you consider whether the advice
is appropriate for your circumstances. NAB recommends that you obtain and consider the relevant Product Disclosure Statement or other disclosure document, before making any
decision about a product including whether to acquire or to continue to hold it. Products are issued by NAB unless otherwise specified.

So far as laws and regulatory requirements permit, NAB, its related companies, associated entities and any officer, employee, agent, adviser or contractor thereof (the “NAB Group”)
does not warrant or represent that the information, recommendations, opinions or conclusions contained in this document (“Information”) is accurate, reliable, complete or current. The
Information is indicative and prepared for information purposes only and does not purport to contain all matters relevant to any particular investment or financial instrument. The
Information is not intended to be relied upon and in all cases anyone proposing to use the Information should independently verify and check its accuracy, completeness, reliability and
suitability obtain appropriate professional advice. The Information is not intended to create any legal or fiduciary relationship and nothing contained in this document will be considered
an invitation to engage in business, a recommendation, guidance, invitation, inducement, proposal, advice or solicitation to provide investment, financial or banking services or an
invitation to engage in business or invest, buy, sell or deal in any securities or other financial instruments.

The Information is subject to change without notice, but the NAB Group shall not be under any duty to update or correct it. All statements as to future matters are not
guaranteed to be accurate and any statements as to past performance do not represent future performance.

The NAB Group takes various positions and/or roles in relation to financial products and services, and (subject to NAB policies) may hold a position or act as a price-maker in
the financial instruments of any company or issuer discussed within this document, or act and receive fees as an underwriter, placement agent, adviser, broker or lender to
such company or issuer. The NAB Group may transact, for its own account or for the account of any client(s), the securities of or other financial instruments relating to any
company or issuer described in the Information, including in a manner that is inconsistent with or contrary to the Information.

Subject to any terms implied by law and which cannot be excluded, the NAB Group shall not be liable for any errors, omissions, defects or misrepresentations in the
Information (including by reasons of negligence, negligent misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use or
rely on the Information. If any law prohibits the exclusion of such liability, the NAB Group limits its liability to the re-supply of the Information, provided that such limitation is
permitted by law and is fair and reasonable.

This document is intended for clients of the NAB Group only and may not be reproduced or distributed without the consent of NAB. The Information is governed by, and is to
be construed in accordance with, the laws in force in the State of Victoria, Australia.

Analyst Disclaimer: The Information accurately reflects the personal views of the author(s) about the securities, issuers and other subject matters discussed, and is based upon
sources reasonably believed to be reliable and accurate. The views of the author(s) do not necessarily reflect the views of the NAB Group. No part of the compensation of the author(s)
was, is, or will be, directly or indirectly, related to any specific recommendations or views expressed. Research analysts responsible for this report receive compensation based upon,
among other factors, the overall profitability of the Global Markets Division of NAB.

For distribution by WealthHub Securities: Where you have received this document via the nabtrade service (nabtrade), it is distributed to you by WealthHub Securities Limited ABN
83 089 718 249 AFSL No. 230704 (“WealthHub Securities”). WealthHub Securities is a Participant of the Australia Securities Exchange and a wholly owned subsidiary of National
Australia Bank Limited ABN 12 004 044 937 AFSL No. 230686 (“NAB”). NAB doesn't guarantee the obligations or performance its subsidiaries, or the products or services its
subsidiaries offer. Any material provided to you by WealthHub Securities will contain factual information or general advice. This factual information or general advice does not take into
account your particular objectives, financial situation and needs, and a statement of advice will not be provided. WealthHub Securities will not give you any legal, tax, financial or
accounting advice or any advice or recommendation regarding the suitability or profitability about your transactions. Before you make a decision about whether to acquire a financial
product, you should obtain and read the Product Disclosure Statement available at nabtrade.com.au and consider the appropriateness of the information having regard to your particular
circumstances. You agree that you will not solely rely on the information provided by WealthHub Securities or elsewhere on nabtrade.com.au when making investment and/or financial
decisions. WealthHub Securities does not provide personal advice to online retail clients. WealthHub Securities receives commission from dealing in securities and from its authorised
representatives. Introducers of business may directly share in this commission. WealthHub Securities and its associates may hold shares in the companies that it distributes
research/information on.

The value of investments and future returns may rise or fall and, at times, returns may be negative. Past performance is not a guarantee of future performance. Please note, this
material has not been verified by WealthHub Securities. WealthHub Securities does not make any representation or warranty as to the timeliness, reliability, accuracy or completeness
of the material, nor does it accept any responsibility arising in any way for errors in, or omissions from, that material.

United Kingdom: If this document is distributed in the United Kingdom, such distribution is by National Australia Bank Limited, 88 Wood Street, London EC2V 7QQ. Registered in
England BR1924. Head Office: 800 Bourke Street, Docklands, Victoria, 3008. Incorporated with limited liability in the State of Victoria, Australia. Authorised and regulated by the
Australian Prudential Regulation Authority. Authorised in the UK by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited regulation
by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request.

USA: If this document is distributed in the United States, such distribution is by nabSecurities, LLC. This document is not intended as an offer or solicitation for the purchase or sale of
any securities, financial instrument or product or to provide financial services. Itis not the intention of nabSecurities to create legal relations on the basis of information provided herein.

Hong Kong: By accepting this document, you represent and warrant that you are a “professional investor” within the meaning of the definition of that term in Part 1 of Schedule 1 to
the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong). If you think you have received this document in error, please contact NAB at Level 27, One Pacific Place,
88 Queensway, Hong Kong Ph: +852 2826 8111

If this document is distributed in Hong Kong, such distribution is by National Australia Bank Limited, Hong Kong Branch, which is licensed by the Hong Kong Monetary Authority and
registered (CE Number AAO169) under the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) for Type 1 (dealing in securities) and Type 4 (advising on securities)
regulated activities. Its main business address is Level 27, One Pacific Place, 88 Queensway, Hong Kong.

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. If you are in any doubt about any of the contents of this document, you should obtain
independent professional advice.

New Zealand: This publication has been provided for general information only. Although every effort has been made to ensure this publication is accurate the contents should not be
relied upon or used as a basis for entering into any products described in this publication. To the extent that any information or recommendations in this publication constitute financial
advice, they do not take into account any person's particular financial situation or goals. Bank of New Zealand strongly recommends readers seek independent legal/financial advice
prior to acting in relation to any of the matters discussed in this publication. Neither Bank of New Zealand nor any person involved in this publication accepts any liability for any loss or
damage whatsoever may directly or indirectly result from any advice, opinion, information, representation or omission, whether negligent or otherwise, contained in this publication.
National Australia Bank Limited is not a registered bank in New Zealand.

Japan: National Australia Bank Ltd. has no licence of securities-related business in Japan. Therefore, this document is only for your information purpose and is not intended as an offer
or solicitation for the purchase or sale of the securities described herein or for any other action.

Singapore: This document is distributed in Singapore to institutional investors (as defined under the Financial Advisers Regulations) only.

OR

People’s Republic of China: In the PRC, the Materials are directed solely at persons who would be constituted as (i) Qualified Domestic Institutional Investors in accordance with the
applicable PRC laws and regulations promulgated by China Banking Regulatory Commission, China Securities Regulatory Commission or China Insurance Regulatory Commission or

(ii) other eligible investors in accordance with the applicable PRC laws and regulations.

Further, the information on the Materials does not constitute "marketing or production and business activities in the PRC" as defined in the Administrative Measures on the Registration of
Production and Operation Activities of Foreign Enterprises in the PRC promulgated by the State Administration of Industry and Commerce.
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