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Key Developments in Asian Local Currency Markets

he People’s Republic of China’s (PRC) consumer price inflation rose to 1.5% year-on-year (y-o-y) in May from
1.2% y-0-y in April. The rise in inflation was due to an increase in nonfood prices, while food prices fell.
Producer prices in the PRC rose 5.5% y-0-y in May, following an increase of 6.4% y-o-y in April. The slower
producer price inflation was due to accelerating declines in the prices of ferrous metal mining and nonferrous

smelting goods.

7 Japan’s real gross domestic product growth
(GDP) in the first quarter (Q1) of 2017 was
revised downward to 0.3% quarter-on-quarter
(g-0-q) from the preliminary estimate of 0.5% g-
0-q. Based on the revised figures, the Q1 2017
growth was unchanged from the previous
quarter. On an annualized basis, Japan’s
economy grew 1.0% in Q1 2017, down from the
preliminary estimate of 2.2% and lower than the
1.4% annualized growth posted in the fourth
quarter of 2016.

7 The PRC’s exports rose 15.5% y-0-y in
renminbi-denominated terms in May after rising
14.3% y-0-y in April. Imports also grew faster,
rising 22.1% y-o-y from 18.6% y-0-y in the
same period. For the month of May, the PRC
recorded a trade surplus of CNY281.6 billion.
Exports from Malaysia continued their strong
growth momentum, gaining 20.6% y-0-y to
MYR74.0 billion. Import also remained strong,
rising 24.7% y-o0-y to MYRG65.2 billion. Malaysia
posted a MYRS8.8 billion trade surplus in May.
In the Philippines, total exports grew 12.1% y-
o0-y to USD4.8 billion, while imports slightly
declined 0.1% y-o0-y to USD6.9 billion. The
Philippines posted a trade deficit of USD2.1
billion in April.

7 Japan’s current account surplus narrowed to
JPY1.95 trillion in April from JPY2.91 trillion in
March. The lower surplus was primarily driven
by the reversal of the services account to a
deficit of JPY295 billion in April from a surplus
of JPY180 billion in March. The Republic of
Korea’s current account surplus narrowed to
USD4.0 billion in April from USDS5.8 billion in
March. The lower surplus was largely due to
the widening of the primary income account
deficit to USD5.0 billion in April from USDO0.6
billion in March.

7 Malaysia’s Index of Industrial Production
growth eased to 4.2% y-0-y in April from 4.6%
y-0-y in March.

10-Year Selected LCY Government Security Yields  Close of 9June 2017
basis point change from

Markets Latest Closing Previous Day*  Previous Week*  1-Jan-17*
us 2.20 1.20 B 424 -24.38
EU 0.26 0.80 100 || 5.60
Japan 0.06 -1.30 0.10 1.00
PRC 3.63 -2.00 s00 [] 61.00
Hong Kong, China 1.30 7.50 130 ] -67.80
India 6.50 -2.90 1240 -1.20
Indonesia 6.90 -3.50 520 [ -107.00
Korea, Rep. of 2.17 -0.20 270 [] 7.80
Malaysia 3.86 -1.40 200 [] -36.70
Philippines 4.94 -0.71 2112 30.94
Singapore 2.11 2.21 1.69 -36.38
Thailand 251 0.70 7.20 -14.20
Viet Nam 5.92 -0.40 3.00 -45.50

» Selected Government Security Yields

» Benchmark Yield Curves - Local Currency Government Bonds
» 2-versus-10 Yield Spread Chart

» Policy Rate versus Inflation Rate Charts

» Credit Default Swap Spreads & Exchange Rate Indexes

» Selected Debt Security Issuances
» Selected Asia Data Releases

2 0n 5 June, the Bank of Thailand relaxed its foreign exchange
regulations to enhance the ease of doing business by the private
sector through a reduction in compliance costs.

7 FWD Group, a Hong Kong, China-based insurance company
issued an unusual perpetual bond callable after 5 years. The bond has
an issue size of USD500 million and a zero-coupon for the first 5
years. The bond is initially priced to yield 6.625%.

7 We are pleased to invite you to attend the conference for the
release of the June edition of the Asia Bond Monitor, which will be
launched at a conference held in partnership with the Asian
Development Bank Institute on 23 June in Tokyo, Japan. For further
details, please check the invitation and meeting agenda.

7 Local currency government bond yields fell for most tenors in Hong
Kong, China; Indonesia; Malaysia; Philippines; Thailand; and Viet
Nam. Yields rose for most tenors in Singapore. Meanwhile, yield
movements were mixed in the PRC and the Republic of Korea. Yield
spreads between the 2-year and 10-year tenors narrowed in all
markets except in Indonesia, the Philippines, Singapore, and Viet
Nam.


http://asianbondsonline.adb.org/documents/abm_invitation_launch_jun2017.pdf
http://asianbondsonline.adb.org/documents/abm_launch_agenda_jun2017.pdf
http://asianbondsonline.adb.org/documents/abm_mar_2017.pdf?src=wdh
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Summary Text of News Articles

The PRC’s Consumer Price Inflation Accelerates and Producer Price Inflation Decelerates in May;
Consumer Price Inflation in the Philippines Decelerates in May

The People’s Republic of China’s (PRC) consumer price inflation rose to 1.5% year-on-year (y-o-y) in May from 1.2%
y-0-y in April. The rise in inflation was due to an increase in nonfood prices, which rose 2.3% y-o0-y, while food prices fell
1.6% y-0-y in May. Producer prices rose 5.5% y-0-y in May, following an increase of 6.4% y-o-y in April. The slower
producer price inflation was due to accelerating declines in the prices of ferrous metal mining and nonferrous smelting
goods.

Consumer price inflation in the Philippines decelerated to 3.1% y-0-y in May from 3.4% y-o0-y in April, but was up from
1.6% y-o0-y in May 2016. The May inflation rate was lower than the market expectation of 3.3% y-o0-y. The deceleration
is due to the slower pace of price adjustments for food and nonfood commodities. Specifically, improved vegetable
production and a better fish harvest contributed to lower food price inflation of 3.8% y-0-y in May versus 4.3% y-0-y in
April. Nonfood price inflation slowed to 2.5% y-o-y from 2.7% y-0-y, caused by slower annual changes in clothing and
footwear; furnishing, household equipment, and routine maintenance of the house; health; transport; communications;
and recreation and culture commodities. Core inflation, which excludes volatile food and energy items, also slowed to
2.9% y-0-y in May from 3.0% y-0-y in the previous month. Average inflation during January—May was 3.1%, which was
still within the Bangko Sentral ng Pilipinas’ target range of 2.0%—4.0% for 2017.

For inflation rate trends in the People’s Republic of China, refer to this link:
https://asianbondsonline.adb.org/china/data/marketwatch.php?code=policy rate and inflation trends

For inflation rate trends in the Philippines, refer to this link:
https://asianbondsonline.adb.org/philippines/data/marketwatch.php?code=policy rate and inflation trends

Japan’s Q1 2017 Real GDP Growth Revised Downward to 0.3% q-0-q and 1.4% Annualized

Japan’s real gross domestic product growth (GDP) in the first quarter (Q1) of 2017 was revised downward to 0.3%
guarter-on-quarter (g-o-q) from a preliminary estimate of 0.5% g-o0-g. The revision was driven by slower g-o-q growth
posted in private consumption, private residential investment, private nonresidential investment, and government
consumption. Based on the revised figures, the 0.3% g-0-q growth in Q1 2017 was unchanged from the previous
quarter. On an annualized basis, Japan’s economy grew 1.0% in Q1 2017, down from a preliminary estimate of 2.2%
and lower than the 1.4% annualized growth rate posted in the fourth quarter of 2016.

The PRC’s Export and Import Growth Accelerate in May;
Malaysia’s Trade Performance Remains Strong in April;
Exports Increase, Imports Decrease in the Philippines in April

The PRC'’s exports rose 15.5% y-0-y in renminbi-denominated terms in May after rising 14.3% y-o0-y in April. Imports
also grew at a faster pace, rising 22.1% y-o-y from 18.6% y-0-y in previous month. For the month of May, the PRC
recorded a trade surplus of CNY281.6 billion. For the first 5 months of the year, exports grew 14.8% y-o0-y. In the
5-month period, exports to the European Union grew 16.1% y-o0-y while exports to the United States grew 21.1% y-0-y.

Exports from Malaysia continued their strong growth momentum even if easing in April, gaining 20.6% y-o0-y compared
with 24.1% y-o-y growth in the preceding month. The solid growth was underpinned by strong export performance of
electrical and electronic products, which grew 22.2% y-o-y. Exports have been growing at a double-digit pace since
December 2016. Import growth also remained strong in April, while expanding at a slower pace, gaining 24.7% y-0-y in
versus 39.4% y-o-y in March. The growth was supported by robust y-o-y increases in the import of intermediate goods,
capital goods, and consumption goods. Export revenue and import receipts amounted to MYR74.0 billion and MYR65.2
billion in April, respectively, resulting in a trade surplus of MYRS8.8 billion, 62.1% higher than in March but 3.3% lower
than in April 2016.


https://asianbondsonline.adb.org/china/data/marketwatch.php?code=policy_rate_and_inflation_trends&src=wdh
https://asianbondsonline.adb.org/philippines/data/marketwatch.php?code=policy_rate_and_inflation_trends&src=wdh
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The PRC’s Export and Import Growth Accelerate in May;
Malaysia’s Trade Performance Remains Strong in April;
Exports Increase, Imports Decrease in the Philippines in April (cont...)

Total exports from the Philippines grew 12.1% y-o-y to USD4.8 hillion in April from USD4.3 billion in April 2016. Export
of electronic products, which accounted for half of export revenue, grew 6.8% y-o-y. Meanwhile, total imports of the
Philippines slightly declined by 0.1% y-o-y to USD6.9 billion in April due to the decline in the import of all major
commodity groups except for raw materials and intermediate goods, which increased by 8.2% y-o-y. The Philippines
posted a trade deficit of USD2.1 billion in April, lower than the deficit of USD2.6 billion in April 2016.

Current Account Surpluses in Japan and the Republic of Korea Narrow in April

Japan’s current account surplus narrowed to JPY1.95 ftrillion in April from JPY2.91 trillion in March. The lower surplus
was primarily driven by the reversal of the services account to a deficit of JPY295 billion in April from a surplus of
JPY180 billion in March. The primary income account surplus also declined to JPY1.85 trillion from JPY2.19 trillion
during the period in review. The goods account surplus narrowed in April as exports declined at a faster pace than
imports on a month-on-month basis. Meanwhile, the secondary income account deficit narrowed in April from the
previous month.

The Republic of Korea’s current account surplus narrowed to USD4.0 billion in April from USD5.8 billion in March. The
lower surplus was largely due to the widening of the primary income account deficit to USD5.0 billion in April from
USDO0.6 billion in March, and the USDO0.5 billion deficit posted in the secondary income account. Meanwhile, the goods
account surplus widened to USD211.9 billion in April from USD9.6 billion in March. The services account deficit narrowed
in April from the previous month.

Malaysia’s Industrial Production Growth Eases in April

Growth in Malaysia’s Index of Industrial Production eased to 4.2% y-o0-y in April from 4.6% y-o-y in March. The growth
was supported by the manufacturing sector, which advanced by 6.7% y-o-y, offsetting the output contraction in the
mining and electricity sectors of 2.0% y-o0-y and 1.5% y-o0-y, respectively.

BOT Eases Regulations on Foreign Exchange

On 5 June, the Bank of Thailand (BOT) relaxed its foreign exchange regulations to enhance the ease of doing business
in the private sector through a reduction in compliance costs. According to the BOT, the goal of the reform is to give the
private sector the flexibility to conduct foreign exchange transactions and hedging based on their own internal risk
management and control policies within the framework set by the central bank. The BOT highlighted four main points
underlining the loosening of foreign exchange rules: (i) streamline the process, reduce documents, and encourage use
of electronic forms; (ii) enhance flexibility in foreign exchange risk management; (iii) allow more alternatives in foreign
exchange services, especially in retail cross-border transactions; and (iv) allow more investment options for investors
and companies based in Thailand.

FWD Group Issues Perpetual Bond

FWD Group, a Hong Kong, China-based insurance company, issued a perpetual bond callable after 5 years. The bond
has an issue size of USD500 million and a zero-coupon for the first 5 years. The bond is initially priced to yield 6.625%.
If the bond is not called, coupons will begin to be paid, with the rate reset based on a spread of 486.5 basis points to the
current market rates. The coupons can be deferred at the discretion of the issuer.
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Selected Government Security Yields
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3-Month Selected LCY Government Security Yields
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10-Year Selected LCY Government Bond Yields
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Close of 9 June 2017

EU = European Union, LCY =local currency, PRC = People’s Republic of China, US = United States.
Source: Based on data from Bloomberg, LP.
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Benchmark Yield Curves - LCY Government Bonds
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2- versus 10- Year Yield Spread Chart
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Policy Rate versus Inflation Rate
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Credit Default Swap Spreads and Exchange Rate Indexes

Tip: Zoom-in on the table using the Acrobat zoom tool

Credit Default Swap Spreads — Senior 5-Year*

350
= China, People's
Rep. of
= |ndonesia
300 |
| = K orea, Rep. of
250

—Japan

e Malaysia

200 r
== Philippines
150 F n. fl \ ' ' Thailand
] / ) Viet Nam

100

Mid spread in basis points

%0 * In USD and based
on sovereign bonds
o | | | | | | | | | | | | | | Source: Bloomberg

Jan-13Apr-13Aug-13Dec-13Apr-14Aug-14Nov-14Mar-15 Jul-15 Nov-15Feb-16Jun-16Oct-16 Feb-17Jun-17

Exchange Rate Indexes (vis-a-vis USD, 2 January 2007=100)

= China, People's
Rep. of

= [ndonesia

- Korea, Rep. of
= Malaysia
== Philippines
e Thailand

90 A [ 90
= Singapore

r gap
| y A
80 R 80 .
ah . Y e \/iet Nam
¥ Ry
L) v

70 70

60 [ 60
Source: AsianBondsOnline calculations
based on Bloomberg data.

50 - - 50

Jan-13 Apr-13 Aug-13Dec-13 Apr-14 Aug-14Nov-14 Mar-15 Jul-15 Nov-15 Feb-16 Jun-16 Oct-16 Feb-17 Jun-17



ssianbondsonine ad g WEEKLY DEDT HIGHLIGHTS

Selected Debt Security Issuances (5 — 9 June 2017)
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Auction Average Coupon Amount Offered Amount Issued
Markets Date Type of Security Yield (%) (%) (LCY billion) (LCY billion)

CN 7-Jun 1-year China Governmnent Bond 3.67 3.32 40.00 40.17
10-year China Government Bond 3.70 3.52 40.00 41.22

HK 6-Jun 91-day Exchange Fund Bills 0.32 39.98 39.98
182-day Exchange Fund Bills 0.41 15.00 15.00

ID 8-Jun 91-day Treasury Bill 4.95 5,000.00
1-year Treasury Bill 5.83 2,550.00

5-year Treasury Bond 6.67 7.00 14,000.00 2,200.00

10-year Treasury Bond 6.93 7.00 2,050.00

15-year Treasur Bond 7.39 7.50 2,200.00

JP 6-Jun 30-year Japanese Government Bonds 0.82 0.80 800.00 804.70
7-Jun 6-month Treasury Discount Bills -0.10 2,900.00 2,899.96

8-Jun 3-month Treasury Discount Bills -0.10 4,400.00 4,369.96

5-year Japanese Government Bonds -0.07 0.10 2,200.00 2,411.80

KR 5-Jun 3-year Korea Treasury Bonds 1.65 1.75 1,810.00 1,810.00
7-Jun 2-year Monetary Stabilization Bonds 1.58 2,840.00 2,840.00

30-year Korea Treasury Bonds 2.33 213 1,471.00 1,471.00

MY 6-Jun 20-year Government Bonds 4.56 4.76 2.50 2.50
PH 5-Jun 91-day Treasury Bills 2.10 6.00 6.00
182-day Treasury Bills 2.46 5.00 5.00

364-day Treasury Bills 2.85 4.00 4.00

SG 6-Jun 87-day MAS Bills 0.62 5.00 5.00
28-day MAS Bills 0.67 1.40 1.40

TH 6-Jun 91-day Bank of Thailand Bonds 1.39 30.00 30.00
182-day Bank of Thailand Bonds 1.46 30.00 30.00

364-day Bank of Thailand Bonds 1.49 40.00 40.00

7-Jdun 29.04-year Government Bonds 3.43 2.88 11.00 11.00

VN 7-Jun 5-year Treasury Bonds 5.05 1,500.00 6,151.00
7-year Treasury Bonds 5.33 1,500.00 1,950.00

20-year Treasury Bonds 7.00 1,000.00 1,300.00

30-year Treasury Bonds 7.50 1,000.00 1,028.00

LCY = local currency, MAS = Monetary Authority of Singapore.
Sources: Local market sources and Bloomberg, LP.
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Selected Asia Data Releases (13 - 19 June 2017)

A
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Economy and Variable Release Date Historical Data Recent Trends
People’s Rep. of China 06/14 04/16: 6.0% The People’s Republic of China’s (PRC) industrial production grow th rate fell to 6.5%
Industrial Production 05/16: 6.0% year-on-year (y-o-y) in April from 7.5% y-o-y in March.
y-0-y, % 03/17: 7.5%
MAY 04/17: 6.5%
People’s Rep. of China 06/14 04/16: 10.1% Retail sales in the PRC grew 10.7% y-o-y in April after rising 10.9% y-o-y in March.
Retail Sales 05/16: 10.0%
y-0-y, % 03/17: 10.9%
MAY 04/17: 10.7%
Rep. of Korea 06/14 04/16: 3.7% The unemployment rate in the Republic of Korea inched up to 4.0% in April from 3.7%
Unemployment Rate 05/16: 3.7% in March.
% 03/17: 3.7%
MAY 04/17: 4.0%
Indonesia 06/15 05/16: 5.50% Indonesia kept its policy rate unchanged at 4.75% in its last monetary policy meeting in
7-Day Reverse Repo Rate 06/16: 5.25% May.
% 04/17: 4.75%
15 June 05/17: 4.75%
Indonesia 06/15 04/16: -10.8% Indonesia’s exports grew 12.6% y-o-y in April after grow ing 24.3% y-o-y in March.
Exports 05/16: =9.7%
y-0-y, % 03/17: 24.3%
MAY 04/17: 12.6%
Indonesia 06/15 04/16: 876.1 Indonesia’s trade surplus fell to USD1,238.3 in April from USD1,395.4 in March.
Trade Balance 05/16: 373.6
USD milllion 03/17: 1,395.4
MAY 04/17: 1,238.3
Singapore 06/16 04/16: -7.9% Singapore’s non-oil domestic exports contracted 0.7% y-o-y in April, follow ing grow th
Non-Oil Domestic Exports 05/16: 11.6% of 16.5% y-o-y in March.
y-0-y, % 03/17: 16.5%
MAY 04/17: -0.7%
Japan 06/19 04/16: -10.1% Japan’s exports rose 7.5% y-o-y in April, slow er than the 12.0% y-o-y grow th posted
Exports 05/16: -11.3% in March.
y-0-y, % 03/17: 12.0%
MAY 04/17: 7.5%
Japan 06/19 04/16: 811 Japan'’s trade surplus narrow ed to JPY 481 billion in April from JPY 610 billion in March.
Trade Balance 05/16: -47
JPY billion 03/17: 610
MAY 04/17: 481
Rep. of Korea 06/19 04/16: -3.0% The Republic of Korea’s producer prices rose 4.0% y-o-y in April, slow er than the
PPI 05/16: —3.0% 4.3% y-0-y increase posted in March.
y-0-y, % 03/17: 4.3%
MAY 04/17: 4.0%

Source: AsianBondsOnline, Bloomberg LP, and Reuters.
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News Articles: Sources for Further Reading

Tip: Click on link to open a new browser (Acrobat Reader 8); for older versions right-click to open a new browser)

Z

The PRC’s Consumer Price Inflation Accelerates and Producer
Price Inflation Decelerates in May; Consumer Price Inflation in
the Philippines Decelerates in May

China's May consumer inflation quickens to 1.5 pct
Xinhua (9 June 2017)

China factory-gate inflation continues to ease
Xinhua (9 June 2017)

Summary Inflation Report Consumer Price Index (2006=100):
May 2017
Philippine Statistical Authority (06 June 2017)

May Inflation Lower at 3.1 Percent
Bangko Sentral ng Pilipinas (6 June 2017)

Japan’s Q1 2017 Real GDP Growth Revised Downward to 0.3%
g-0-g and 1.4% Annualized

Quarterly Estimates of GDP for January - March 2017 (Second
Preliminary Estimates)
Cabinet Office Japan (8 June 2017)

The PRC’s Export and Import Growth Accelerate in May;
Malaysia’s Trade Performance Remains Strong in April; Exports
Increase, Imports Decrease in the Philippines in April

Economic Watch: China's May trade growth beats expectations
Xinhua (8 June 2017)

Monthly External Trade Statistics April 2017
Department of Statistics Malaysia (05 June 2017)

Philippine Exports and Imports Performance: April 2017
Philippine Statistics Authority (9 June 2017)

Current Account Surpluses in Japan and the Republic of Korea
Narrow in April

Balance of Payments Statistics, April 2017 (Preliminary)
Ministry of Finance (8 June 2017)

Balance of Payments during April 2017 (preliminary)
Bank of Korea (5 June 2017)

Malaysia’s Industrial Production Growth Eases in April

Index of Industrial Production, Malaysia April 2017
Department of Statistics Malaysia (09 June 2017)

BOT Eases Regulations on Foreign Exchange

Foreign Exchange Regulation Reform
Bank of Thailand (5 June 2017)

FWD Group Issues Perpetual Bond

FWD brings audacious zero-coupon perp
IFRAsia (9 June 2017)

Disclaimer: AsianBondsOnline Newsletter is available to users free of charge. ADB provides no warranty or undertaking of any kind with respect to the information and materials
found on, or linked to, the AsianBondsOnline Newsletter. ADB accepts no responsibility for the accuracy of the material posted or linked to in the publication, or the information
contained therein, or for any consequences arising from its use, and does not invite or accept reliance being placed on any material or information so provided. Views expressed in
articles marked with AsianBondsOnline are those of the authors and not ADB. This disclaimer does not derogate from, and is in addition to, the general terms and conditions
regarding the use of the AsianBondsOnline website, which also apply.
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http://news.xinhuanet.com/english/2017-06/09/c_136352482.htm
http://news.xinhuanet.com/english/2017-06/09/c_136352478.htm
http://psa.gov.ph/statistics/survey/price/summary-inflation-report-consumer-price-index-2006100-may-2017
http://psa.gov.ph/statistics/survey/price/summary-inflation-report-consumer-price-index-2006100-may-2017
http://www.bsp.gov.ph/publications/media.asp?id=4373
http://www.esri.cao.go.jp/jp/sna/data/data_list/sokuhou/gaiyou/pdf/main_1.pdf
http://www.esri.cao.go.jp/jp/sna/data/data_list/sokuhou/gaiyou/pdf/main_1.pdf
http://news.xinhuanet.com/english/2017-06/08/c_136350267.htm
https://www.dosm.gov.my/v1/index.php?r=column/cthemeByCat&cat=139&bul_id=bEJBVmpqbUNrNXIyQSt2d05xbHJsZz09&menu_id=azJjRWpYL0VBYU90TVhpclByWjdMQT09
http://psa.gov.ph/content/philippine-exports-and-imports-performance-april-2017
http://www.mof.go.jp/international_policy/reference/balance_of_payments/preliminary/bp201704.pdf
http://www.bok.or.kr/down.search?file_path=/attach/eng/626/2017/06/1496615322167.pdf&file_name=BOP201704p%28ENG%29.pdf
https://www.dosm.gov.my/v1/index.php?r=column/cthemeByCat&cat=91&bul_id=RGlKMWM3V2w3SmNnUGdhSjU0dEszdz09&menu_id=SjgwNXdiM0JlT3Q2TDBlWXdKdUVldz09
https://www.bot.or.th/Thai/PressandSpeeches/Press/News2560/n2760e.pdf
http://www.ifrasia.com/fwd-brings-audacious-zero-coupon-perp/21295112.article
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