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Key Developments in Asian Local Currency Markets

he People's Bank of China (PBOC) said on its website last week that it will, on a pilot basis, permit firms to use the

yuan for the settlement of international trade transactions, and at the same time keep in place such companies'

export tax rebate entitlements. Meanwhile, the Hong Kong Monetary Authority (HKMA) signed a supplementary
memorandum of cooperation with PBOC on 30 June. The agreement sets the framework for yuan transactions in Hong
Kong, China. HKMA Chief Executive Joseph Yam said on 29 June he hopes that the first yuan settlement transactions in

Hong Kong, China will occur in July.

7 On 30 June, Prime Minister Datuk Seri
Najib Razak announced measures that end
restrictions on foreign investments in most
sectors of the economy and open up the
investment management and brokerage
industries, as well as property, ending
requirements for 30% ownership by ethnic
Malays. Malaysia hopes to attract foreign
investors by easing investment norms. Some of
the more important measures announced
include: ownership in the wholesale segment of
the fund management industry will now be
allowed up to 100% for qualified and leading
fund management companies; foreign
shareholding limits for the unit trust
management and stock broking companies will
be raised to 70% from 49%; and the Foreign
Investment Committee guidelines on the
acquisition of interests, mergers, and takeovers
were repealed.

7 The past week was marked by a second
week of massive issuance in the People’s
Republic of China (PRC). Key issuers last week
included China Petroleum and Chemical Corp.
(CNY20 billion of 3-year bonds); China State
Grid Corp. (CNY30 billion of 5-year bonds);
China National Petroleum Corp. (CNY20 billion
of 3-year bonds); China Development Bank
(CNY20 billion of 20-year bonds); and Bank of
Communications  (CNY11.5  bilion and
CNY13.5 hillion of 10- and 15-year step-up
notes, respectively).

7 Fitch Ratings downgraded Viet Nam's long-
term LCY issuer default rating (IDR) last week
to BB- from BB, while it revised the ratings'
outlook to stable from negative. Viet Nam's
GDP expanded by 4.5% year-on-year (y-0-y) in
the second quarter of 2009.

2 As of end-March 2009, outstanding
Philippine external debt declined by USD1.4
billion to USD52.5 billion from December 2008
levels. Total public sector external debt
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dropped by USD1.0 billion to USD39.3 billion over the same period.

7 Consumer price inflation in Indonesia further slowed in June to
3.65% y-0-y, which was well below May's inflation rate of 6.04%. This
further easing of inflation in June allowed Bank Indonesia (BI) to
reduce its benchmark Bl rate by 25 basis points to 6.75% on 3 July. In
the Republic of Korea, consumer price inflation eased to 2.0% y-0-y in
June amid lower prices for oil and other raw materials. Finally,
Thailand's consumer price inflation declined for the sixth consecutive
month in June, reaching a record low of —4.0% y-o-y after falling to —
3.3% y-0-y in May.

7 Finally, yield curve movements were mixed in Asian markets last
week. Yields dropped for all maturities in Hong Kong, China;
Indonesia; Republic of Korea; and for most maturities in the
Philippines and Thailand. On the other hand, yields rose for all
maturities in Malaysia and Viet Nam, and for most maturities in the
PRC. Yield curve of Singapore steepened as yields fell at the shorter
end and rose at the longer end of the curve.
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In a further sign of its efforts to internationalize the yuan and reduce reliance on the US dollar as the primary currency for international
transactions, the People's Bank of China (PBOC) said on its website that it will, on a pilot basis, permit firms to use the yuan for the
settlement of international trade transactions, and at the same time keep in place such companies' export tax rebate entitlements.

The Hong Kong Monetary Authority (HKMA), meanwhile, signed a supplementary memorandum of cooperation with PBOC on 30 June. The
agreement sets the framework for yuan transactions in Hong Kong, China. HKMA Chief Executive Joseph Yam said on 29 June he hopes
that the first yuan settlement transactions in Hong Kong, China will occur in July.

John Tsang—Hong Kong, China’s Financial Secretary—said that the agreement would serve to strengthen the role of Hong Kong, China as
a testing ground for the international use of the yuan, and would promote trade and economic development between the People's Republic of
China (PRC) and Hong Kong, China.

Yuan deposits held by authorized institutions in Hong, Kong, China in May stood at CNY53.4 billion (USD7.8 billion), or approximately 2% of
foreign currency deposits in the Special Administrative Region.

Efforts to promote the yuan as an international currency have been building over the past few months, with PBOC agreeing to make available
CNY650 billion (USD95 billion) to such countries as Argentina; Belarus; Hong Kong, China; Indonesia; Malaysia; and the Republic of Korea
via currency swap transactions. The currency swap arrangements will supply these countries with yuan for the purpose of easing the process
of trade settlement with the PRC.

The key cities for yuan trade transactions in the (PRC) are Shanghai, and four other cities in the southern province of Guangdong, including
Guangzhou and Shenzhen. Abroad, use of the yuan will be promoted in Macau; ASEAN countries; and Hong Kong, China.

Malaysia's PM Announces Measures to Liberalize Capital Market
On 30 June, Prime Minister Datuk Seri Najib Razak announced measures that would further liberalize foreign investment and open up
Malaysia's domestic capital markets. The measures are part of the country's shift to a new economic model, following liberalization in
services sub-sectors and measures to enhance the financial sector. Some of the important measures announced include:

. Ownership in the wholesale segment of the fund management industry will now be allowed up to 100% for qualified and leading
fund management companies;

. Foreign shareholding limits for unit trust management companies and stock broking companies will be raised to 70% from 49%;

. The Foreign Investment Committee guidelines on the acquisition of interests, mergers, and takeovers were repealed; and no equity
conditions will be imposed on sectors that are not deemed strategic; and

. The 30% bumiputra requirement for initial public offering will no longer exist.

A new investment institution, Ekuiti Nasional Berhad (Ekuinas), will also be established. Ekuinas will serve as a private equity fund with an
initial capital of MYR500 million, which will subsequently be enlarged to MYR10 billion, focusing on investments in sectors with high growth
potential and joint investments with private sector funds.

Actual and Planned Issuance: PRC; Hong Kong, China; Republic of Korea; and the Philippines
Continuing a trend from the previous week, this past week was marked by massive issuance in the PRC. Key issuers last week included
China Petroleum and Chemical Corp. (CNY20 billion of 3-year bonds); China State Grid Corp. (CNY30 billion of 5-year bonds); China
National Petroleum Corp. (CNY20 billion of 3-year bonds); China Development Bank (CNY20 billion of 20-year bonds); and Bank of
Communications (CNY11.5 billion and CNY13.5 billion of 10- and 15-year step-up notes, respectively).

Additionally, as part of its open market operations, PBOC issued CNY50 billion of 89-day bills yielding 1.0279%, or 6 basis points above last
week's yield and the highest yield for such bills this year. The higher yields appear to reflect tighter short-term liquidity among banks, which
have extended large amounts of loans over the past few months in support of the government's stimulus program.

In Hong Kong, China, the mainland unit of the Bank of East Asia is set to offer CNY4 billion in bonds, of which CNY3 billion will be allocated
to institutional investors. The bonds will pay a coupon of 2.8%, which is higher than the 1.29% coupon on the CNY1 billion of 2-year bonds
issued last week by HSBC in Hong Kong, China. Meanwhile, HKMA announced on 29 June that it would offer additional exchange fund bills



ssianbondsonine adhorg WEEKLY DEBT HIGHLIGHTS

Selected Government Security Yields

Actual and Planned Issuance: PRC; Hong Kong, China; Republic of Korea; and the Philippines (cont...)

amounting to HKD45.1 billion in the auctions set for 7, 14, 21, and 28 July. The additional bills will be offered in response to increased
demand from banks, given the high level of liquidity of the banking system.

JG Summit Holdings Inc. is planning to tap the debt market with the issuance of PHP5 billion-PHP10 billion worth of bonds within the year
and having a maturity of 5 years. Proceeds from the sale could be used to fund corporate requirements. Robinsons Land Corporation has
secured the Securities and Exchange Commission’s (SEC) approval to issue PHP3 billion worth of bonds, with an option to raise it to PHP5
billion. The bonds, which will be issued in tranches, will have a maturity of 5-7 years. The bond issuance was assigned an Aaa rating, the
highest such rating by the domestic credit rating agency PhilRatings. Meanwhile, food and beverage company RFM Corporation is studying
the possibility of a PHP500 million bond offering later this year to raise funds for capital expenditures.

The Export Import Bank of Korea (KEXIM) is planning to sell global bonds this month. However, details as to size and maturity have not yet
been disclosed. Earlier this year, KEXIM issued USD2 billion in medium-term global bonds due 2014.

Fitch Downgrades Viet Nam LCY Ratings; Viet Nam GDP Accelerates in 2Q2009
Fitch Ratings downgraded Viet Nam's long-term LCY issuer default rating (IDR) to BB- from BB. The rating cut, according to Fitch, is due to
"a steady deterioration in the country's fiscal situation, which is undermined by structural weaknesses, including a low revenue base and
reliance on volatile oil-related revenue." Moreover, Fitch affirmed the country's long-term FCY IDR, short-term FCY IDR, and country ceiling
at BB-, B, and BB-, respectively, while it revised the ratings' outlook to stable from negative. Viet Nam's GDP expanded by 4.5% y-0-y in
2Q2009 compared to annual GDP growth of 3.1% y-o0-y in 1Q2009. The acceleration in Viet Nam's economic performance in the second
quarter was mainly brought about by buoyant construction activity. In the first 6 months of 2009, Viet Nam's GDP grew by 3.9% y-o0-y.

Philippine External Debt Falls by USD1.4 Billion in 1Q2009
The outstanding Philippine external debt as of end-March 2009 dropped by nearly 4% from the previous year to USD52.5 billion due to the
negative foreign exchange revaluation adjustment and higher resident investments in Philippine debt papers issued abroad. Total public
sector external debt dropped to USD39.3 billion from USD40.3 billion in December of last year mainly due to the negative foreign exchange
revaluation adjustments of USD1.2 billion, with yen-denominated debts of USD960 million accounting for the bulk. Private sector external
debt also declined to USD13.2 billion in 1Q2009 from USD13.5 billion in December 2008. The public sector is expected to incur a deficit of
PHP232.95 billion this year—from the PHP32.3 billion surplus recorded last year—as the national government and state-run firms are
recording higher budget shortfalls this year, Finance Department data showed. The national government’'s programmed deficit this year is
P250.05 billion, which is equivalent to 3.2% of GDP and more than three times the PHP68.12 billion shortfall recorded in 2008.

Consumer Price Inflation Further Slows in June for Indonesia, the Republic of Korea, and Thailand;

Bank Indonesia Lowers Benchmark Rate to 6.75%
Consumer price inflation in Indonesia further slowed in June to 3.65% y-0-y, which was much slower than the annual rate of increase in May
at 6.04%. According to the Central Statistics Bureau, the drop in the y-0-y inflation rate resulted from especially high prices last year, which
were spurred by increases in fuel prices. The further easing of inflation in June allowed Bank Indonesia (Bl) to reduce its benchmark Bl rate
by 25 basis points to 6.75% on 3 July. To date, Bl has cut its key rate by a total of 250 bps.

In the Republic of Korea, consumer price inflation eased to 2.0% y-o-y in June amid lower prices for oil and other raw materials. June
inflation was the lowest rate of increase since August 2007. Inflation growth has been trending downward after peaking in July of last year at
5.9%.

Finally, Thailand's consumer price inflation declined for the sixth consecutive month in June, reaching a record low of —4.0% y-o-y after falling
to —3.3% y-0-y in May. The decrease in consumer prices in June was attributed to lower oil costs and free utilities provided by the Thai
government to low income workers. However, it was reported that consumer prices will rise in the second half of 2009 on the back of
increasing costs for oil and raw materials.
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3-Month Selected LCY Government Security Yields
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Policy Rate versus Inflation Rate Charts
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PRC uses 1-year lending rate as one of its policy rates.
Source: Bloomberg, LP.

The Hong Kong Monetary Authority maintains a Discount
Window Base Rate. Source: Bloomberg, LP.

The Reserve Bank of India uses the repurchase (repo) cut-
off yield as its policy rate. Source: Bloomberg, LP.
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Bank Indonesia uses its reference interest rate (Bl rate) as its
policy rate. Source: Bloomberg, LP.

The Bank of Korea shifted its policy rate from the overnight
repurchase (repo) rate to the 7-day repo rate in March 2008.
Source: Bloomberg, LP.

Bank Negara Malaysia uses the overnight policy rate
(OPR) as its policy rate. Source: Bloomberg, LP.
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Bangko Sentral uses the Philippine overnight reverse
repurchase agreement rate as one of its policy
instruments. Source: Bloomberg, LP.

The Bank of Thailand replaced the 14-day repurchase
rate with the 1-day repurchase rate in January 2007 as
its policy rate. Source: Bloomberg, LP,

The State Bank of Viet Nam uses a benchmark prime
lending rate as its policy rate. Source: Bloomberg, LP.
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Selected Debt Security Issuances (Week of June 29 - July 3, 2009)
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Auction Average  Coupon  Amount Offered Amount Issued LCY
Markets Date Type of Security Yield (%) (in %) LCY Billions Billions
PRC 29-Jun  3-year China Petroleum & Chemical Corp. Bonds 2.48 20.0 20.0
5-year China State Grid Corp. Bonds 3.60 30.0 30.0
30-Jun  3-year China National Petroleum Corp. Bonds 2.46 20.0 20.0
20-year China Development Bank Bonds 4.60 20.0 20.0
2-Jul 89-day PBOC Bills 1.03 50.0 50.0
10-Year Bank of Communications Step-up Notes 3.28 115 115
15-Year Bank of Communications Step-up Notes 4.00 135 135
HK 30-Jun  90-day Exchange Fund Bills 0.02 18.1 18.1
181-day Exchange Fund Bills 0.05 3.0 3.0
ID 1-Jul 28-day SBI 6.88 21,020.0
28-day Shari'a SBI 6.88 * 33100 1,160.0
91-day SBI 7.01 4,070.0
182-day SBI 7.11 5,540.0
KR 29-Jun  28-day Monetary Stabilization Bonds 2.01 2,500.0 2,500.0
91-day Monetary Stabilization Bonds 211 1,500.0 1,500.0
1.5-year Monetary Stabilization Bonds 3.66 1,000.0 990.0
JP 1-Jul 3-month Treasury Discount Bills 0.15 5,700.0 5,337.9
2-Jul 10-year Government Bonds 1.35 2,100.0 1,923.0
MY 29-Jun  5.5-year GlIs 3.90 4.5 4.5
30-Jun  5.5-year GlIs (additional) 3.90 1.0 1.0
2-Jul 91-day Treasury Bills 1.98 0.1 0.1
2-Jul 364-day Treasury Bills 1.97 0.1 0.1
PH 29-Jun  91-day Treasury Bills 4.50 2.0 2.0
182-day Treasury Bills 4.66 3.0 14
364-day Treasury Bills 4.79 35 2.0
SG 29-Jun  91-day Treasury Bills 0.19 3.2 3.2
TH 29-Jun  27-day Treasury Bills 1.05 5.0 5.0
90-day Treasury Bills 1.17 7.0 7.0
181-day Treasury Bills 1.29 7.0 7.0
15-day BOT Bills 1.01 55.0 46.5
28-day BOT Bills 1.04 12.0 12.0
91-day BOT Bills 1.16 6.0 6.0
30-Jun  10-year Government Bonds 3.68 9.0 9.0
2-Jul 28-day Treasury Bills 1.04 5.0 5.0
91-day Treasury Bills 1.14 7.0 7.0
182-day Treasury Bills 1.25 7.0 7.0
13-day BOT Bills 1.02 65.0 65.0
3-Jul 28-day BOT Bills 1.03 12.0 12.0
91-day BOT Bills 1.12 7.0 7.0
182-day BOT Bills 1.25 4.0 4.0
364-day BOT Bills 1.47 30.0 30.0

Sources: Local market sources and Bloomberg, LP.
* - Owerall indicative target for SBI auction was at IDR33.10 trillion.



asianbondsonline.adb.org

WEEKLY DEBT HIGHLIGHT

Selected Asia Data Releases (Week of July 7 - 13, 2009)
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Country Variable

Release Date

Historical Data

Recent Trends

Viet Nam

Domestic Vehicle Sales
YOY %

JUN

Hong Kong, China
Foreign Reserves

USD billion

JUN

Singapore

Foreign Reserves

USD billion

JUN

Republic of Korea

BOK Base Rate

%

Jul 9

Malaysia

Industrial Production
YOY %

MAY

Philippines

Overnight Borrowing Rate
%

Jul 9

Thailand

Consumer Confidence
Index

JUN

Indonesia

M2 Growth

YOY %

MAY

People’s Republic of China
Trade Balance

USD billion

JUN

People’s Republic of China
M2 Growth

YOY %

JUN

Philippines

Budget Deficit/Surplus
PHP billion

JUN

07/06 to 07/10

07/07

07/07

07/09

07/09

07/09

07/09

07/12 to 07/17

07/13

07/13 to 07/15

07/13 to 07/15

05/08:
06/08:
04/09:
05/09:
05/08:
06/08:
04/09:
05/09:
05/08:
06/08:
04/09:
05/09:
06/08:
07/08:
05/09:
06/09:
04/08:
05/08:
03/09:
04/09:
06/08:
07/08:
05/09:
06/09:
05/08:
06/08:
04/09:
05/09:
04/08:
05/08:
03/09:
04/09:
05/08:
06/08:
04/09:
05/09:
05/08:
06/08:
04/09:
05/09:
05/08:
06/08:
04/09:
05/09:

106.2%
60.3%
—41.9%
—23.8%
159.0
157.6
193.4
205.1
175.8
176.7
170.1
171.8
5.0%
5.0%
2.0%
2.0%
4.5%
2.5%
—-12.7%
-11.4%
5.00%
5.25%
4.50%
4.25%
71.8
70.8
65.1
64.3
16.3%
17.5%
20.4%
18.4%
20.21
21.00
13.14
13.39
18.07%
17.37%
25.95%
25.70%
7.03
0.77
7.90
—11.40

Domestic vehicle sales in Viet Nam fell by 23.8% y-o-y in May, a
slight improvement compared to April's 41.9% y-o-y decline.

Hong Kong, China’s foreign reserves reached USD205.1 billion in
May, w hich w as significantly higher than USD159 billion 1 year ago.
The Special Administrative Region’s reserves in May w ere the
highest on record.

Singapore’s foreign reserves rose slightly to USD171.8 billion in May
from USD170.1 billion in April.

The Bank of Korea (BOK) has kept its benchmark BOK rate steady
at 2.0% since February of this year.

Malaysia’s industrial production fell for an eighth straight month in
April as its economy moved closer to a recession.

The consensus estimate for the Philippines’ overnight borrow ing
rate is a reduction of 25 basis points to 4.00%.

The consumer confidence index in Thailand dropped to a record low
of 64.3 in May from 65.1 in April as the country plunged into a
recession.

Indonesia’s M2 money supply grow th slow ed to 18.4% in April after
rising to a record high of 20.4% in March.

The People’s Republic of China’s (PRC) trade balance came in at
USD13.39 billion in May, w hich w as up slightly from USD13.14 billion
in April but considerably low er than USD20.21 billion in May 2008.

Reflecting the central bank’'s moderately loose monetary policy, the
PRC's M2 money supply grew 25.7% y-o-y in June, w hich w as
marginally below the record-high y-o-y grow th rate of 25.95% in
April.

The Philippines incurred a PHP11.4 billion budget deficit in May due
to increased government spending and w eak revenue.

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

A
Tip: Click on link to open a new browser (Acrobat Reader 8); for lower versions right-click to open a new browser
PRC Allows Yuan Trade Settlement
Consumer Price Inflation Further Slows in June for Indonesia, the Republic of
) ChinaAllows Yuan Trade Settlement, Offers Tax Breaks Korea, and Thailand; Bank Indonesia Lowers Benchmark Rate to 6.75%

Bloomberg (02 July 2009)

) Chinese mainland, HK sign supplementary pact on RMB trade settlement
China Securities Journal (30 June 2009)

) ChinaPlans to Start Yuan Settlement With Asean Soon
Bloomberg (30 June 2009)

v

Renminbi Trade Settlement
Hong Kong Monetary Authority (29 June 2009)

) RMB deposits in Hong Kong rise slightly to 53.4 bin yuan
China View (01 July 2009)

Malaysia's PM Announces Measures to Liberalize Capital Market

v

Keynote Address by the Prime Minister of Malaysia at Invest Malaysia 2009
Treasury Malaysia, Ministry of Finance (30 June 2009)

v

Malaysia PM sets big reforms to boost investment
Reuters (30 June 2009)

v

Measures to spur growth
The Star Online (01 July 2009)

Actual and Planned Issuance: PRC; Hong Kong, China;
Republic of Korea; and the Philippines

v

China Sells 89-Day Bills at Highest Yield This Year
Bloomberg (02 July 2009)

) Issuance of additional Exchange Fund Bills
Hong Kong Monetary Authority (29 June 2009)

) S.Korea KEXIM plans global bond sale in July -CEO
Yahoo News (01 July 2009)

) JG Summit plans P10-billion bond issue
Philippine Star (29 June 2009)

» RFM mulls P500-million bond offer this year
Philippine Star (01 July 2009)

) Robinsons Land to issue P5-billion bonds
Philippine Star (01 July 2009)
Fitch Downgrades Viet Nam LCY Ratings; Viet Nam GDP Accelerates in 2Q2009

) Vietnam's Local-Currency Credit Rating Cut by Fitch
Bloomberg (30 June 2009)

) Vietnam Reports Faster Growth, as Asian Economy Figures Improve
Bloomberg (01 July 2009)
Philippine External Debt Falls by USD1.4 Billion in 1Q2009

) External Debt Drops by US$1.4 Billion in First Quarter of 2009
Bangko Sentral ng Pilipinas (30 June 2009)

) Public sector expected to swing to deficit
Business World (02 July 2009)

) Public sector seen to revert to deficit this year
Manila Times (02 July 2009)

) Annual Invlation Sinks to 9-Year Low in June
Jakarta Globe (02 July 2009)

) Bank Indonesia Lowers Bl Rate 25 bps to 6.75%
Bank Indonesia (03 July 2009)

) Inflation Growth Slowestin 22 Months
The Korea Times (01 July 2009)

) Thailand's Consumer Prices Fall a Sixth Month on Oil
Bloomberg (01 July 2009)

Disclaimer: AsianBondsOnline Newsletter is available to users free of charge. The ADB provides no warranty or undertaking of any kind in respect to the information and materials
found on, or linked to, AsianBondsOnline Newsletter. The ADB accepts no responsibility for the accuracy of the material posted or linked to 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 materials 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

rega

rding the use of the AsianBondsOnline Web Site, which also apply.
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http://www.bloomberg.com/apps/news?pid=newsarchive&sid=ayP.OV3e0.1M
http://www.bsp.gov.ph/publications/media.asp?id=2103
http://www.bworld.com.ph/BW070209/content.php?id=051
http://www.manilatimes.net/national/2009/july/02/yehey/business/20090702bus1.html
http://thejakartaglobe.com/home/annual-inflation-sinks-to-9-year-low-in-june/315706
http://www.bi.go.id/web/en/Publikasi/Investor+Relation+Unit/Government+Press+Release/RDG_3_Juli_2009.htm
http://www.koreatimes.co.kr/www/news/biz/2009/07/123_47784.html
http://www.bloomberg.com/apps/news?pid=newsarchive&sid=am.agPMESisg
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