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■ Summary 
One-legged G3 recovery and 
asymmetric monetary policies. 
The underlying demand picture for 
the G3 looks a bit more encouraging 
in 2015. However, as the US remains 
the only economy to do better, the 
Fed is going to be the only G3 
central bank ready to tighten, in our 
view. This backdrop spells troubles. 
The recent pullback in US Dollar 
liquidity globally has already led to 
serious dislocations in various 
financial markets, including oil and 
commodities. Many emerging 
economies have suffered. We expect 
the emerging world to go through 
another difficult time in 2015. 
 
Bracing for tightening and an 
extended period of US Dollar 
strength. Money flows into Asia 
over the past 6 years have been 
driven significantly by money taking 
advantage of ultra-low US interest 
rates and chasing high-yielding and 

risky assets in Asia. While cheap US 
Dollar funding has supported 
growth, it has also raised borrowers’ 
interest-rate, rollover and currency 
risks. The leveraged positions might 
well be unwound more rapidly than 
many in the market expect. A larger 
impact could be felt by those 
economies with weaker 
fundamentals and greater credit 
exposures. China, India, Indonesia 
and Hong Kong are most exposed. 
 
China’s easing to cope with 
money outflows but risking 
sending the CNY lower. Money 
outflows from China are now a 
reality, not our projection anymore. 
Our estimate of carry-trade or hot-
money inflows is USD1tn since QE1. 
This money is sensitive to the Fed’s 
tightening. Together with 
conventional capital flows, potential 
outflows in 2015 could be thick and 
fast. We look for the PBOC to keep 
easing and allow the CNY to dip 
further. However, allowing the CNY 
to slide could trigger market panic, 
leading to more outflows and 
negative feedback loops. If that 
happens, the PBOC may have to 
reverse to tightening again. 
 
Reverse oil shock, benefiting 
Asian industrialised nations 
but raising emerging markets’ 
stress. Key beneficiaries are 
Singapore, Thailand, India, Korea, 
Taiwan and Hong Kong. For them, 
we estimate gross gains from each 
USD10 oil-price drop are close to 
0.5% of GDP. Malaysia should be the 
main loser, while benefits to China, 
Indonesia and the Philippines will 

likely not be too meaningful. We are 
also concerned about the second-
round impact on Asia, as oil nations 
have been taking up a lot more Asian 
exports and recycling huge US 
Dollar surpluses in Asian markets. 
In addition to geopolitical 
ramifications, this oil shock could 
also lead to a bigger financial shock 
through global debt and derivatives 
markets, exacerbated by US Dollar 
strength. 
 
 Daiwa’s GDP forecasts for 2015-16 

2015E 2016E 

(% YoY) Daiwa Consensus Daiwa Consensus 
Asia ex Japan 5.8 6.3 5.6 6.2 
China 6.9 7.1 6.5 6.9 
Hong Kong 1.8 3.0 1.6 3.2 
Taiwan 3.2 3.6 3.0 3.6 
Korea 3.0 3.7 3.0 3.7 
India 5.2 6.2 4.8 6.7 
Singapore 2.6 3.5 2.4 3.7 
Indonesia 5.0 5.5 5.2 5.7 
Malaysia 5.0 5.2 5.5 5.1 
Philippines 5.3 6.4 4.9 6.2 
Thailand 4.0 4.1 4.6 4.4 

Source: FocusEconomics, Daiwa (fiscal year for India) 

 
Overall, we still project Asia ex-
Japan GDP growth to dip further to 
5.8% YoY in 2015. Like 2014, we see 
room for the consensus to be 
disappointed. Sporadic bouts of 
growth fears occurred in 2014 and 
could happen again. Our underlying 
forecasts are based on the 
assumption of a more or less orderly 
market response to the Fed’s 
actions. If for any reasons there are 
major reactions from the market 
and/or disorderly consequences to 
the financial and credit conditions in 
Asia, our underlying forecasts would 
be subject to much greater downside 
risk.  
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Taking the punchbowl away 

• Fed’s policy normalisation is already bringing dislocations to 
markets globally; this continues to be our main theme in 2015 

• Asia ex-Japan will have to brace for this impact; China’s easing 
in response to Fed’s tightening is to us not a fool-proof solution

• Lower oil prices are positive for growth but we are mindful of 
macro and geopolitical stresses coming from different angles 
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Macro outlook for Asia 
ex-Japan 

The strong US Dollar already reflects the 
Fed’s upcoming policy changes, affecting 
the oil market and having many 
ramifications. A further drying-up of US 
Dollar liquidity stands to affect many 
parts of Asia, leading to a range of credit 
and currency issues. The only good news 
is that lower oil prices should provide 
some GDP downside protection for the 
more industrialised Asian economies. 

Five key macro themes 

In retrospect, the 5 key macro themes we outlined a 
year ago for 2014 have played out broadly as we 
expected (see our report G3 recovery versus Fed 
tapering, of 17 December 2013). The Fed’s tapering has 
had a major impact on money flows, credit conditions 
and growth dynamics in Asia. The US Dollar has 
entered a new phase of strength. Emerging and 
developing economies, led by BRICS, have continued to 
struggle. We have also seen positive and incremental 
structural forces coming out from China’s new round of 
market reforms, keeping many investors excited about 
the country still. The major surprise has been the 
recovery in the G3 space. While the US has been doing 
well, both Europe and Japan have disappointed us, 
leaving our G3 recovery assumption a one-legged story. 
 
Over 2014, global markets have been riding between 
sporadic GDP growth scares and stimulus excitements. 
Asia ex-Japan looks on track to achieve GDP growth of 
6.0-6.2% YoY for 2014E, lower than the 6.4% YoY 
FocusEconomics consensus forecast set a year ago and 
weaker than growth of 6.3% YoY for 2013. The major 
disappointment continues to be China. For 9M14, 
China’s GDP growth was only 7.4% YoY, putting it on 
course to reach just 7.2-7.3% growth for full-year 2014, 
versus the 7.6% YoY FocusEconomics consensus 
forecast set a year ago. 
 

For 2015, we now look for these 5 key themes to 
dominate our regional outlook: 

• A one-legged demand recovery in the G3 space, 
leading to asymmetric policies by central banks 

• The Fed’s policy normalisation (likely commencing 
in 2Q15) and its negative impact on money flows, 
credit conditions and growth dynamics in Asia 

• An extended period of the US Dollar’s strength 

• China’s monetary easing to cope with money 
outflows, but risking sending the CNY lower and 
hence even more money outflows from the country 

• Oil and commodity prices staying low, benefitting 
the more industrialised economies but raising stress 
levels for many oil/commodity-exporting economies 

 
 AEJ’s 2014 GDP growth has mildly disappointed the 
consensus  

 

Source: CEIC, Daiwa  

Note: consensus = FocusEconomics  

One-legged G3 recovery and 
asymmetric central-bank policies 

We expect GDP growth to be just mildly better in 2015 
across many advanced economies, with the US clearly 
standing out from the rest. We look for the US to see 
GDP growth pick up further from 2.9% YoY for 2014E 
to 3.1% for 2015E, on the back of: 1) a still-
accommodative monetary stance by the Fed (albeit 
gradually being tightened from 2Q15), 2) a much 
reduced fiscal drag, and 3) strengthened household 
balance sheets. Current fundamentals for consumer 
spending remain reasonably good. Job growth has 
improved, increasing more than 250,000 per month 
for 9 consecutive months (March to November 2014). 
The decline in oil prices now underway should also 
provide a lift to demand (but a smaller one than in the 
past because oil producers – now much more active in 
the US – will be negatively affected by lower prices). 
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In the Euro area, the legacies of the sovereign debt 
crisis – inadequate demand, high debt, and elevated 
unemployment – continue to pose challenges to a 
robust and sustained economic recovery. Our GDP 
growth forecast is 0.7% YoY for 2015E, marginally 
weaker than our 0.8% YoY projection for 2014E. We 
continue to think that more easing action from the ECB 
is both needed and likely, and expect it to start buying 
corporate bonds from spring 2015 onwards. Policy 
rates, by contrast, will likely remain at their current 
"lower bound", while sovereign QE seems almost 
entirely out of reach given the evident scale of 
opposition in the ECB Council. 
 
Japan’s economy is now seen as having entered a 
period of recession since having peaked in January 
2014. However, there is a good possibility that this will 
have been short-term but any recovery is likely to be 
slow and moderate, in our view, underpinned by: 1) 
JPY depreciation, 2) asset-price inflation, supported by 
QQE by the BOJ, and 3) the continuation of 
Abenomics. Our current outlook is that the BOJ will be 
unable to reach its targeted growth rate for consumer 
price inflation of 2% by its original deadline (April 
2015). We expect additional monetary easing measures 
by the BOJ to take place in the October-December 2015 
period. 
 
 Global GDP forecasts 

2014E 2015E 

(% YoY) Daiwa Consensus Daiwa Consensus
US 2.9 2.2 3.1 3.0
EU 0.8 0.8 0.7 1.2
Japan 0.2 1.0 1.3 1.2
G3 1.6 1.5 1.9 2.0

Source: EMED, Daiwa forecasts 

Fed’s policy normalisation and 
extended US Dollar strength 

The biggest macro trend right now is certainly the 
extended strengthening of the US Dollar. The sharp 
price falls in oil, gold and other commodity markets 
seen since 2013 are mostly a manifestation of the US 
Dollar’s strength, as low-cost US Dollar liquidity is 
being pulled back from these financial markets. Many 
high-growth and high-yielding financial markets in 
Asia are no different from these markets, in our view. 
 
Since May 2013, the Fed’s messages – albeit confusing 
at times, indicating that tapering of its asset-purchase 
plan would be on track and eventually followed by a 
tightening and exit schedule – have had a significant 
impact on global financial markets. Exchange rates 
have depreciated significantly in many parts of Asia. 

Asian financial conditions have tightened in many 
ways, even with cuts in policy interest rates. 
 
International capital flows into Asia over the past 6 
years have been driven significantly by money taking 
advantage of low interest rates of the US Dollar and 
chasing high-yielding (and riskier) assets in Asian 
markets. In many economies, corporates have opted to 
lock in low global interest rates and to take on more US 
Dollar debt. While cheap funding boosts corporate 
profits and GDP growth if it supports genuine 
investment projects, it inevitably raises the interest-
rate, rollover and currency risks for the borrower. 
 
According to data from the BIS, international banks’ 
cross-border claims (all financial instruments 
including loans) to emerging economies amounted to 
USD3,934bn in mid-2014, mainly in US Dollars, 
compared to just USD2,430bn at end-2008. The rise of 
this US Dollar-based lending to China has been 
particularly extraordinary, surging from just 
USD154bn at end-2008 to USD1,103bn in mid-2014. 
However, many of the US Dollar-based liabilities are 
not fully captured by the BIS data due to the use of 
offshore subsidiaries. Neither can the data show the 
size of the US Dollar debts that borrowers in developed 
economies have taken on and brought to emerging 
economies. 
 
 Claims of international banks on Asian economies  

 

Source: BIS banking statistics  

 
Furthermore, many corporates or even individuals may 
have borrowed heavily for purely speculative purposes, 
in our view. For instance, we estimate that USD1tn of 
carry-trade money in China has been built up by 
companies and individuals inside and outside China, 
mainly through US Dollar financing in Hong Kong (see 
our report on the China Economy of 27 October 2014, 
Money outflows, policy constraints, currency 
pressure). The leveraged positions that were built up 
during the period of extremely loose US monetary 
policy and high emerging-market economic growth 
might well be unwound more rapidly than many 
expect. 
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 USD1tn of carry-trade money has entered China since QE1   

 

Source: CEIC, Daiwa  

 
A further tightening of global funding conditions is 
quite likely in our view, and could trigger renewed 
money outflows, asset-price corrections, and even 
tighter financial conditions as we progress through 
2015. Positive effects on demand channels should help 
over time, as the US economy continues to strengthen. 
However, we believe the negative shocks through 
financial and credit channels are likely to be far 
greater. Adverse feedback loops could form between 
further growth disappointments from Asia, weakening 
balance sheets, and tighter external funding conditions 
— especially in economies with weaker fundamentals 
and relying heavily on external funding to support 
credit-driven growth. We continue to see China, Hong 
Kong, India and Indonesia as the most vulnerable 
Asian economies to these risks. 
 
The impact of the tightening and eventual exit of the 
Fed’s QE programme will depend on its magnitude and 
pace, and on how broadly the tightening affects 
domestic financial and credit conditions. 
Unfortunately, many money and credit links across 
Asia are indirect and cannot be easily recognised by 
investors. 
 
We remain of the view that the Fed will 
tighten in mid-2015 
From the Fed’s perspectives, it does not seem to be 
bothered by recent external weaknesses, which may 
delay or reduce the Fed’s bias towards tightening. 
Neither has it altered its views on inflation despite 
declines in oil prices, a strong US Dollar and hints of 
lower inflation expectations. Over the past few months, 
the Fed’s inflation hawks did not seem to resist the 
view that slack in the US labour market remains an 
issue, and doves did not seem to emphasise downside 
risks to US economic growth or inflation. 
 

Some Fed members may be more concerned about the 
recent external developments. However, according to 
Daiwa’s US Chief Economist, Mike Moran, there is no 
compelling evidence to suggest that the Fed is willing 
to change its view. We remain of the view that policy 
normalisation is likely to begin in the middle of next 
year. The FOMC appears on track to begin hiking 
interest rates in 2015, and mid-year seems to represent 
a reasonable balance between the preferences of the 
hawks and doves. We look for the Fed funds rate to 
reach 1.0% by end-2015 and 2.5% by end-2016, broadly 
in line with the latest FOMC median forecasts. We also 
believe that the Fed’s exit programme will begin shortly 
after the Fed embarks on its rate hike cycle. 
 
 Aggressive US policy has led to massive money printing in 
Asia    

 

Source: CEIC, Daiwa 

 
Second derivative will likely be a world of 
difference 
For the past 6 years, 3 rounds of QE inflated the Fed’s 
monetary base by USD45bn per month. The Fed’s 
tapering process since January 2014 has slowed down 
this inflation to USD31bn per month. Tapering has 
ended in October 2014. The Fed’s monetary base will 
begin to shrink when it starts the scale-down process, 
which is likely to happen shortly after the Fed 
implements its first rate hike in 2Q15, in our view. 
 
The Fed’s tapering and the resultant strengthening of 
the US Dollar have led to liquidity pullbacks from key 
markets, including gold, oil and many Asian 
economies. We see the odds of more rapid money 
outflows going into 2015, as the Fed finally begins to 
tighten and officially withdraws liquidity from the 
system. If we assume that the Fed will take its time and 
allow the whole scale-down process to last for another 
6 years, this means the Fed’s monetary base should be 
shrinking by about USD41bn each month.
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 Asia: growth in FX reserves, base money, M2 and credit between August 2008 and October 2014 
    FX reserves Monetary base M2 Total credit 

(USDbn)   Abs. change % change Abs. change % change Abs. change % change Abs. change % change  % of 2008' GDP
Asia-10   2,697* 81% 3,236 145% 15,589 145% 11,973 148% 137%
China   2,004* 106% 2,844 171% 13,023 199% 9,364^ 206% 207%
Hong Kong   167 106% 131 317% 666 88% 500 114% 228%
Taiwan   139 49% 34 49% 361 42% 163 29% 41%
Korea   121 50% 50 104% 618 46% 313 37% 33%
Singapore    94 55% 20 96% 171 75% 284 149% 149%
Thailand    54 54% 20 70% 225 81% 186 88% 67%
Indonesia   54 92% 32 83% 147 80% 163 123% 32%
Philippines   43 116% 28 144% 85 122% 55 121% 32%
India   21 7% 62 27% 95 36% 756 85% 59%
Malaysia   1 1% 16 81% 199 76% 188 89% 81%

Source: CEIC, Daiwa   Note: *China’s FX reserves are updated to September 2014; ^excluding shadow banking growth 

 
From expanding by USD45bn a month to shrinking by 
USD41bn a month, the second derivative will likely be 
very significant. Even if we assume the shrinkage will 
only be half of it, by USD20bn a month over 6 years, 
the real impact should still be significant.  
 
Currency mismatch and US Dollar debt 
exposure 
The appreciation of the US Dollar against the backdrop 
of asymmetric central-bank policies, if persistent, will 
have a profound impact on the global economy, in 
particular on Asia. Recent developments in Ukraine 
and Russia have shown us how abruptly debt-
sustainability dynamics can worsen when geopolitical 
and oil-price risks undercut the exchange rate, thus 
inflating the local currency value of foreign currency 
liabilities. There is a fresh question of how far the 
foreign exchange risks of rising foreign currency 
liabilities at Asian corporates are either financially 
hedged or naturally matched by foreign currency asset 
returns and revenue. 
 
There is very limited information to tell us how much 
Asian corporates have hedged their foreign exchange 
exposures. According to the BIS (Quarterly Review, 
September 2014), however, commodity producers and 
export-oriented manufacturers, for example, earn 
much of their revenue in foreign currencies and are 
thus likely to weather the rising debt-service costs 
associated with currency depreciation better than 
issuers with mostly domestic incomes (eg, domestic 
telecoms, construction companies and utilities). 
Borrowers from countries such as Malaysia and 
Indonesia would be more likely to have at least 
partially matching foreign currency assets and 
liabilities, given the predominance of commodities 
producers and exporters among the largest issuers. In 
contrast, assets and liabilities are less likely to be 
matched at property developers in China or energy and 
utilities firms in India, which have been among the 
more active international debt issuers in recent years. 
 

BIS experts have also warned that liquidity in hedging 
markets can also evaporate during times of market 
stress. Even longer-term exposures are often hedged 
with more liquid short-term contracts with the aim of 
reducing hedging costs. As the respective contracts 
have to be rolled over regularly, this could significantly 
reduce the value of financial hedges against large 
exchange rate fluctuations, since markets are bound to 
be at their shallowest when hedging needs are greatest. 
 
Negative feedback loops and spillovers 
At some point, the risk of fractures could rise sharply. 
Various shockwave channels can work together, hence 
giving rise to potentially powerful and unexpected 
ripple effects. Currency mismatches tend to amplify 
both credit risk and the pressure to deleverage if 
borrowers are hit by sharp currency movements. 
Combined with uncertainties about the true extent of 
such mismatches, concerns about rising default risk 
could then result in a more widespread rout of 
international investors, loss of market access and 
spillovers into domestic interbank markets – 
exacerbating the financial and macroeconomic impact 
for Asia of the initial interest rate or foreign exchange 
shock. 
 
If these risks were to materialise, stress on corporate 
balance sheets could rapidly spill over into other 
sectors, inflicting losses on banks and other financial 
institutions. This could be a source of powerful 
feedback loops in response to exchange rate and/or 
interest rate shocks, especially if credit risk concerns 
prevented the rollover of existing bank or bond market 
funding. Echoes of the Asian financial crisis of 1997-98 
are easy enough to hear. The region could be at the 
start of a series of currency and credit crises, not unlike 
the experience of the 1990s. 
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China’s balance of payments 
deficit 

China continues to be the main pressure point of these 
scenarios, in our view. Money outflows in China are 
now a reality, not our projection anymore. The latest 
balance-of-payments data confirms an outflow amount 
of USD123bn outside the country’s current account for 
2Q-3Q14. We believe these outflows were due to: 1) a 
drying up of US Dollar liquidity because of the Fed’s 
tapering, 2) growing concerns about China’s credit 
conditions and economic growth outlook, and 3) 
tempered market expectations for CNY appreciation. 
For 3Q14, China had a USD66m overall balance-of-
payments deficit already. 
 
 China’s balance of payments (quarterly, to end-3Q14)  

 

Source: CEIC, Daiwa 

 
This trend has a significant impact on the PBOC’s 
monetary policy, undermining its ability to expand its 
balance sheet. With hindsight, the PBOC’s liquidity 
injection of CNY770bn (roughly USD123bn) into the 
banking system in September and October 2014 was to 
cope with the liquidity drainage caused by money 
outflows. 
 
Our estimate of carry-trade/hot-money inflows for 
China is USD1tn since QE1. This money is most 
sensitive to the Fed’s normalisation schedule. Together 
with other conventional capital flows, potential money 
outflows in 2015 and 2016 could be thick and fast. We 
look for a widening balance-of-payments deficit for 
China, as the structural current-account surplus would 
likely be insufficient to cover capital outflows. China is 
likely to see its balance-of-payments surplus come 
down sharply to USD60bn for 2014 and run into a 
deficit of USD100bn for 2015 and USD120bn for 2016, 
based on our forecasts. These changes will put 
persistent downward pressure on the CNY. The PBOC 
will probably be under pressure to sell forex reserves to 
stabilise its currency and market confidence. 
 

Under this scenario, China’s economy is likely to see a 
further liquidity squeeze and GDP growth slowdown, 
depending on how the PBOC reacts, by either following 
or ignoring the Fed’s tightening. If it chooses to follow, 
the pressure will be on domestic credit conditions. If it 
chooses to ignore, the pressure will be on the CNY. 
 
The first route is likely to be more painful than the 
second route. We think it is a little more likely that the 
PBOC will choose to print (money) its way out and 
allow the CNY to adjust downward. We still look for 2 
reserve-ratio cuts (each of 50bps) and now forecast 2 
interest-rate cuts over the course of 2015 (each of 
25bps). We have to stress that, when money is flowing 
out of the country, much of this easing impact will 
likely be neutralised. 
 
 China: overall balance of payments  

Source: CEIC, Daiwa estimate  

 
We now forecast the CNY versus the USD to slide to 
6.60 by end-2015 and 6.83 by end-2016 (revised down 
again from 6.60). The key question is whether allowing 
the CNY to slide will trigger market panic, leading to 
substantial money outflows and further negative 
feedback loops in the way we have described above. If 
this happens, all the PBOC’s easing efforts will likely be 
in vain and the PBOC may have to tighten by raising 
interest rates significantly, similar to what the Central 
Bank of Russia has done most recently in order to stem 
money outflows and defend the Rouble. 
 
This macro backdrop certainly looks unfavourable for 
China’s economic growth and price trends. Disinflation 
has set in and we expect it to last. In October 2014, we 
already took down our CPI forecast to 1.5% YoY for 
2015. Party leaders appear willing to bear more pain 
before they can declare a victory against corruption and 
other governance issues that threaten the legitimacy of 
the party’s rule. We expect the government’s GDP 
growth target to be lowered to 7.0% YoY only for 2015, 
from 7.5% for 2014. While we still think China can 
somehow muddle through a range of chronic issues, 
the odds of a financial crisis are never unlikely.  
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 Daiwa’s 4 scenarios for China  
Scenario How could it happen? 

1 Base case: muddling through • The PBOC continues to provide fresh liquidity support to minimise the risk of a credit crisis and facilitate an orderly deleveraging process. 
• Continuous expansion of the base money puts persistent downward pressure on the CNY. 
• The market is fine with gradual CNY depreciation, which would not lead to significant money outflows. 
• In this case, we look for China’s GDP growth to be down to 6.9% YoY for 2015E and the CNY vs. the USD to be down to 6.60 by end-2015. 

2 Credit crisis • Money begins to flow out, on the back of the Fed’s QE exit.  
• The government uses forex reserves aggressively to stabilise the CNY. 
• A sell-down in forex reserves leads to a monetary-base contraction (China’s own version of QE exit). 
• A severe credit crunch ensues, leading to widespread bankruptcies and wealth destruction. 

3 Currency crisis • The government chooses to save credit at all costs.  
• The only way to do this is to print more money, which will no longer be backed by US Dollar inflows. 
• Excessive money supply will put the CNY under severe downward pressure. 
• The market panics, leading to significant money outflows and a downward spiral for the CNY. 

4 Worst case: credit-cum-currency crisis • A credit crisis is quite likely to accompany a currency crisis, or vice versa. 
• A sharp credit deterioration will lead to more money fleeing, sending the CNY into a tailspin. 
• The government may announce tighter capital controls. 
• Tighter capital controls will put Hong Kong under significant financial stress. 

Source: Daiwa 

 
 China: economic data trend and Daiwa’s forecasts 

1Q15E 2Q15E 3Q15E 4Q15E 2010 2011 2012 2013 2014E 2015E 2016E
Real GDP growth YoY % 6.9 6.8 6.9 6.9 10.4 9.4 7.7 7.7 7.2 6.9 6.5
CPI YoY % 1.6 1.5 1.5 1.3 3.3 5.4 2.7 2.6 2.0 1.5 1.0
PPI YoY % -3.0 -1.8 -0.2 1.2 5.5 6.1 -1.7 -1.9 -1.9 -1.0 0.0
Fixed assets investment (nominal, YTD) YoY % 15.4 15.0 14.7 14.5 24.5 23.8 20.6 19.6 15.7 14.5 14.0
Retail sales (nominal) YoY % 11.8 11.8 11.4 11.1 18.4 17.1 14.3 13.1 11.9 11.6 11.3
Industrial production YoY % 7.0 7.5 7.6 7.5 15.7 13.9 10.0 9.7 8.2 7.4 7.0
Exports YoY % 4.4 0.7 3.7 0.8 31.3 20.3 7.9 7.8 5.8 2.3 5.2
Imports YoY % -2.8 6.3 4.7 4.4 38.8 24.9 4.3 7.2 0.0 3.2 6.3
Trade balance USDbn 52 60 128 139 182 155 230 259 387 379 377
Exchange rate (end-of-period) USD/CNY 6.30 6.40 6.50 6.60 6.59 6.29 6.23 6.05 6.20 6.60 6.83
M2 YoY % 12.2 11.7 11.4 11.0 19.7 13.6 13.8 13.6 12.1 11.0 10.5
1-year base lending rate % pa 5.60 5.35 5.10 5.10 5.81 6.56 6.00 6.00 5.60 5.10 5.10
1-year deposit rate % pa 2.75 2.50 2.25 2.25 2.75 3.50 3.00 3.00 2.75 2.25 2.25
Required reserve ratio % 19.5 19.0 18.5 18.5 18.0 20.5 19.5 19.5 19.5 18.5 18.0
Foreign reserves USDbn 3,835 3,800 3,760 3,700 2,847 3,181 3,312 3,821 3,800 3,700 3,580
Overall balance of payments USDbn 35 -35 -40 -60 472 388 97 431 60 -100 -120
Current account balance USDbn 15 45 80 90 238 136 215 183 250 230 230
Current account balance % of GDP %      4.0 1.9 2.6 2.0 2.5 2.3 2.2
Fiscal balance % of GDP %      -2.5 -1.8 -1.5 -2.1 -2.1 -2.3 -2.4

Source: CEIC, Daiwa forecast  

 

Reverse oil shock 

Oil prices have continued to fall sharply since mid-
2014. The same has occurred for the prices of gold, 
silver, iron ore, copper, platinum, sugar, cotton, 
soybean, etc. Virtually all US-Dollar commodity prices 
have fallen sharply over a similar period. The fact that 
this trend is so broad suggests that big-picture 
macroeconomic factors are at work. While it partly 
reflects weaker global economic growth and several 
specific supply issues, most importantly it is a response 
to the tapering pressure from the Fed as US Dollar 
liquidity is being pulled back from these markets and 
many leveraged financial instruments that are priced 
on successive years of oil and commodity price rise. 
 
According to Professor Jeffrey Frankel from Harvard, 
today’s oil price is closely related to anticipated future 
US interest rates. Higher US interest rates reduce the 
prices of storable commodities by increasing the 

incentive for extraction today rather than tomorrow, 
hence boosting the pace at which oil is pumped or gold 
is mined. Higher rates generally dampen firms’ desire 
to keep inventories. Higher rates also strengthen the 
domestic currency, thereby reducing the prices of 
internationally traded commodities in domestic terms 
(even if their prices have not fallen in foreign-currency 
terms). Although US interest rates have not really 
risen, the market is acting ahead and shifting out of 
commodities today in anticipation of higher US interest 
rates in 2015 and beyond; the result has been to bring 
2015’s price change forward to today. 
 
On balance, the overall impact on developed Asia of 
lower oil prices is likely to be positive (see table below). 
Net commodity-importing countries in particular 
should benefit, through improvements in their current 
accounts and reduced energy subsidies. But oil-
exporting countries, especially those with weaker 
macroeconomic fundamentals, could be hit badly. The 
USD40 decline in oil prices since mid-2014 will have 
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significant distributional consequences with a sharp 
decline in wealth transfers from oil-importing to oil-
exporting countries. 
 
Asian industrialised economies stand to 
benefit from lower oil prices 
According to our estimates, the group of Asian 
beneficiaries includes Singapore, Thailand, India, 
Korea, Taiwan and Hong Kong. Growing supply gaps 
have raised their dependence on oil imports. We 
estimate that their gains from each USD10 drop in oil 
prices exceed or are close to 0.5% of nominal GDP. 
Likewise, many countries in this group have seen 
further deregulations in their energy markets in recent 
years. Their domestic energy prices are now more 
responsive to external price drops. 
 
On the other side of the spectrum, Malaysia stands to 
be the main loser of lower oil prices since it is the only 
net oil exporter in Asia. Indonesia has swung to a net 
importer of oil but the benefits of lower oil prices are 
negligible. 
 
The impact on China and the Philippines is likely to be 
relatively small, and this is because their ratios of oil 
imports are relatively low. In addition, China is the 
most inefficient economy among all Asian countries in 
energy usage. 
 
This reverse oil price shock should bring some positive 
surprises to a few Asian governments. India and 
Indonesia have already used the opportunity of this 
shock by reducing fiscally damaging subsidies on oil 
products. India’s Prime Minister Narendra Modi was 
elected in May 2014 with a mandate to control deficits 
and kick-start the domestic economy. Since he came to 
the office, the macro backdrop has been supported by 
this reverse oil shock. With a significant decline in 
import expenses, he will be in a better position to meet 
the target to reduce the fiscal deficit and improve the 
country’s current-account deficit. India’s key inflation 
readings have come down substantially, to 4.4% YoY 
for CPI and 0.0% YoY for WPI for November 2014. 
This trend should allow the RBI to embark on some 
interest rate cuts in 2015. 
 
Second-round impact on Asian exports 
As a result of oil price rises over the past 10 years, all 
oil-exporting countries have amassed significant 
fortunes in terms of US Dollar surpluses. They have 
recycled such surpluses via spending on Asian exports. 
Although Saudi Arabia and several of the Gulf states 
are more resilient to the current reverse oil price shock 
(due to their extremely low cost of extracting oil) the 
loss of the US Dollar surpluses will still be significant. 
China, for example, has benefited substantially from 

expanding its exports to the 17 oil-producing countries 
including OPEC, Russia, Norway, Mexico and 
Malaysia. China’s exports to this group have surged 
seven-fold over the past decade, from USD33bn to 
USD294bn annually, as the next chart shows. In 2004, 
this group only consumed 6% of China’s exports. The 
ratio has now gone up to 13%. 
 
Finally, there will be some indirect negative impact for 
the labour-exporting ASEAN economies, especially the 
Philippines. There are more than 15m people from 
ASEAN currently working in the Middle East, mostly in 
those countries that are large oil exporters. The reverse 
oil shock stands to hurt these economies, thus reducing 
their demand for foreign workers and the incomes of 
these foreign workers. This is likely to have an adverse 
impact on the amount of funds the workers remit back 
home. Savings on the oil import bill by some ASEAN 
countries will be offset by the decline in the flow of 
overseas remittances. 
 
 17 oil-producing nations: a market that has grown bigger over 
past decade  

 

Source: CEIC, Daiwa  

 
Geopolitical risks 
The geopolitical ramifications on some oil-producing 
countries could also be significant. The reverse oil 
shock brings new pressure on Iran, which needs high 
oil prices to meet the challenge it faces because of the 
sanctions imposed by the West and the UN. The oil 
price drop will also hurt the Islamic State in Iraq and 
Syria (ISIS), which was generating significant revenue 
for running the fledgling ‘state’ by exporting oil from 
the fields it had captured in 2014. 
 
Likewise, Venezuela and Russia are also heavily 
dependent on their oil revenue to support their 
governments’ spending. If oil prices keep declining or 
even just stay as low as they are, there could be major 
geopolitical repercussions. For Russia, President 
Vladimir Putin would no longer be able to maintain the 
transfer programmes that currently sustain his populist 
support. There would be similar consequences for the 

0

50

100

150

200

250

300

350

400

450

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

(Annualised USDbn)

United States

17 oil-producing countries

China's exports to these markets



 
 

- 9 - 

 

governments in Venezuela and Iran. It is not clear 
whether these countries’ current regimes could survive 
a substantial and sustained future decline in oil prices. 
 
Financial contagion 
The reverse oil shock could also lead to a bigger 
financial shock through global debt and derivatives 
markets, exacerbated by the strength of the US Dollar. 
Fourteen per cent of the US high-yield debt market 
(USD1.5tn in total size) relates to energy companies. 
With oil prices staying at their current levels of USD50-

60/bbl, many sub-investment grade energy companies, 
including many shale drillers and marginal oil drillers, 
could end up in default. The break-even oil-price levels 
in Libya, Iran, Venezuela, Russia, Algeria, Oman and 
Iraq are all above USD85/bbl. Meanwhile, over the 
past few months, the value of the US Dollar has been 
rising rapidly, relative to many other currencies. Debt 
repayment is likely to be a particular problem for those 
countries where substantial debt is denominated in US 
Dollars.

 
 Global oil price exposure: lower oil prices are generally good news for industrialised Asia 
  Energy efficiency indicator Annual net oil imports Gain/loss for each USD10 drop in oil prices 

  
GDP per unit of energy use 

(constant PPP USD per kg of oil 
equivalent) 

‘000 tonnes USDm % of annual nominal GDP 

Singapore 11.6 39,416 2,759 0.93% 
Thailand 7.2 39,712 2,780 0.72% 
India 8.0 184,674 12,927 0.69% 
Korea 6.0 120,147 8,410 0.64% 
Taiwan 9.0* 42,497 2,975 0.58% 
Hong Kong 23.8 17,563 1,229 0.45% 
South Africa 4.3 19,205 1,344 0.38% 
Japan 9.5 165,631 11,594 0.24% 
China 4.9 296,610 20,763 0.22% 
The Philippines 13.4 7,647 535 0.20% 
US 7.1 355,057 24,854 0.15% 
Indonesia 9.8 2,102 147 0.02% 
Brazil 10.4 -4,882 -342 -0.02% 
Malaysia 8.0 -2,315 -162 -0.05% 
Russia 4.4 -211,289 -14,790 -0.71% 

Source: World Bank, International Energy Agency, Daiwa   Note: * Daiwa's estimate; PPP – purchasing power parity 

 
 
 Major exporting countries’ oil-price breakeven levels

 

Source: IMF’s projections for 2015 

 
Another effect of the reverse oil shock is that losses to 
banks on credit default swaps could be severe. If 
defaults from the energy sector spread out more widely 
across the high-yield debt markets, payouts on credit 
default swaps could be very significant, in our view. 
There are also other derivative products that have been 
sold by banks and are related to the oil price and could 

cause large losses. Increased volatility in commodity 
derivatives usually spreads across related asset classes 
and causes losses in interest rate derivatives and 
foreign exchange positions. Shocks in one segment of 
the market can become contagious because of the many 
inter-linkages between different asset classes. 

Implications and underlying 
forecasts 

As we have highlighted above, 2015 looks set to be 
filled with even more complexities and uncertainties 
for global and Asian economies. The Fed’s tapering has 
already done considerable damage to global markets 
and regional macroeconomic conditions. We see the 
odds of more escalations of these issues, especially 
when the Fed finally begins to tighten and withdraw 
liquidity from the system. 
 
The 4 most exposed Asia economies: 
China, Hong Kong, India and Indonesia 
We expect that money outflows from China – be they 
conventional, carry-trade or hot-money flows – could 
be no less than USD330bn for 2015 and be higher still 
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in 2016. Under these circumstances, our projected 
USD230bn surplus provided by China’s current 
account would not be sufficient to act as a buffer. The 
line for China running into a downright balance-of-
payments crisis could be very thin. If this happens, we 
would expect contagion effects on countries with 
similar weaknesses, including India and Indonesia. 
 
Likewise, such a scenario would put Hong Kong under 
considerable stress since Hong Kong has been the main 
financial intermediary of bringing the US Dollar 
liquidity from the rest of the world to China. The 
existence of the USD:HKD peg makes the city highly 
efficient in raising US Dollar liquidity globally, as all 
the forex risks between the USD and HKD are fully 
hedged by the Hong Kong Monetary Authority. Inflows 
of USD175bn have entered Hong Kong since QE1. Over 
the same period, loans to China’s non-bank sector have 
surged by USD421bn. 
 
 Hong Kong is an ATM for China to draw cheap US Dollars  

 

Source: CEIC, Daiwa  

 
Developed Asia economies like Taiwan and 
Korea look better placed 
On the other hand, Korea and Taiwan continue to be 
more resilient. These more developed economies are 
better positioned to stand against the Fed’s tightening 
pressure, as they have not really been beneficiaries of 
QE money inflows. They continue to absorb healthy 
and sizable current-account surpluses from the rest of 
the world. As we have discussed above, they are also 
the key beneficiaries of lower oil prices. Nevertheless, 
they are also quite dependent on Chinese demand. If 
China’s problems deteriorate, shockwaves will likely 
still be sent through the trade channels. 
 
Less room for policy manoeuvre 
This macro backdrop in the region usually calls for 
more policy support through either monetary or fiscal 
tools. However, active policy responses have not been 
obvious in 2014. China has only launched a pocket-
sized stimulus package, several selective liquidity 

injections and one interest rate cut. Korea has come up 
a similar fiscal package and 2 policy rate cuts at 50bps 
altogether. Thailand has cut its policy rate by 25bps 
only. In general, these effects have not been 
encouraging. To defend their currencies, both India 
and Indonesia have refrained from easing their 
monetary policies in 2014. On the other side, the 
Philippines has raised its policy rate twice by a total of 
50bps in 2014, while Malaysia has hiked its policy rate 
once by 25bps. 
 
In most of the Asian economies, disinflation has set in, 
apparently giving room for the central banks to cut 
interest rates. On our underlying assumptions, we look 
for China and India to deliver various levels of rate cuts 
over the course of 2015. However, we believe the room 
is going to be quite limited. If Asian central banks keep 
easing while the Fed tightens, there will be a natural 
additional pressure on currency depreciation. The loss 
of yield advantages could lead to even more money 
outflows. In case of more serious money outflows, like 
the latest episode seen in Russia or the 2013 episodes 
in India and Indonesia, central banks may have no 
choice but to raise interest rates substantially. We look 
for policy rates in Indonesia and Thailand to be mildly 
higher by end-2015. 
 
Policymakers should generally allow fiscal policy to 
respond more actively. But room for expansionary 
fiscal policy has generally declined. Fiscal deficits in 
many Asian economies remain appreciably above pre-
Lehman crisis levels. Also, debt dynamics are turning 
less favourable. Against this backdrop, the case is now 
for many Asian policymakers to rebuild fiscal space 
rather than engage in another round of stimulus. Fiscal 
expansion will likely be more restricted when central 
banks cannot be too accommodative. The case looks 
particularly urgent for India, Malaysia, Thailand and 
the Philippines, where public debt is already elevated. 
We only see room for China, Hong Kong, Korea and 
Taiwan to run mildly larger fiscal deficits in 2015. 
 
Market consensus still weighs on the 
optimistic side 
Overall, we maintain our forecast for Asia ex-Japan’s 
GDP growth to moderate to 5.8% YoY for 2015, from a 
projected 6.0% YoY for 2014. As such, like 2014, we see 
room for the consensus (currently 6.3% YoY for 2015 
by FocusEconomics) to be disappointed again. 
Sporadic bouts of growth fears have happened in 2014, 
and we believe 2015 will see similar rounds. On top of 
this, we expect more financial stresses in the region, 
especially in China and Hong Kong. 
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 Asia ex-Japan: real GDP growth  

 

Source: CEIC, Daiwa forecasts 

 

We need to stress that our underlying GDP growth 
forecasts for the region, set out in the following table, 
are based on the assumption of a more or less orderly 
market response to the Fed’s tightening actions. If for 
any reasons there are major reactions from the market 
and/or disorderly consequences to the financial and 
credit conditions in each country, our underlying 
forecasts would be subject to much greater downside 
risk. Barring any nasty global developments, we 
continue to look for Asia ex-Japan GDP growth to 
settle at 5.6% YoY for 2016. 

 Asia ex-Japan: real GDP growth  
(% YoY) 2006 2007 2008 2009 2010 2011 2012 2013 2014E 2015E 2016E
Asia ex-Japan 9.3 10.2 6.9 6.3 9.3 7.3 6.3 6.3 6.0 5.8 5.6
China 12.7 14.2 9.6 9.2 10.4 9.2 7.8 7.7 7.2 6.9 6.5
Hong Kong 7.0 6.5 2.1 -2.5 6.8 4.8 1.5 2.9 2.0 1.8 1.6
Taiwan 5.6 6.5 0.7 -1.6 10.6 3.8 2.1 2.2 3.3 3.2 3.0
Korea 5.2 5.5 2.8 0.7 6.5 3.7 2.3 3.0 3.4 3.0 3.0
India 9.6 9.3 6.7 8.6 8.9 6.7 4.5 4.7 5.3 5.2 4.8
Singapore 8.9 9.1 1.8 -0.6 15.2 6.1 2.5 3.9 3.0 2.6 2.4
Indonesia 5.5 6.3 6.0 4.6 6.2 6.5 6.3 5.8 5.1 5.0 5.2
Malaysia 5.6 6.3 4.8 -1.5 7.4 5.2 5.6 4.7 5.8 5.0 5.5
Philippines 5.2 6.6 4.2 1.1 7.6 3.7 6.8 7.2 5.8 5.3 4.9
Thailand 5.1 5.0 2.5 -2.3 7.8 0.1 6.5 2.9 1.1 4.0 4.6

Source: CEIC, Daiwa forecasts 

Note: fiscal year for India 


 Asia ex-Japan: CPI  
(% YoY) 2006 2007 2008 2009 2010 2011 2012 2013 2014E 2015E 2016E
Asia ex-Japan 3.3 4.0 6.2 0.8 4.2 5.6 3.4 3.1 3.0 2.4 2.0
China 1.5 4.8 5.9 -0.7 3.3 5.4 2.7 2.6 2.0 1.5 1.0
Hong Kong 2.0 2.0 4.3 0.5 2.4 5.3 4.1 4.3 3.4 2.0 1.0
Taiwan 0.6 1.8 3.5 -0.9 1.0 1.4 1.9 0.8 1.3 0.8 1.1
Korea 2.2 2.5 4.7 2.8 2.9 4.0 2.2 1.3 1.3 1.3 1.5
India 6.6 4.7 8.1 3.9 9.6 9.0 7.4 6.0 7.0 6.0 5.5
Singapore 1.0 2.1 6.5 0.6 2.8 5.3 4.6 2.4 1.3 1.0 1.2
Indonesia 13.1 6.4 9.8 4.9 5.1 5.4 4.3 6.4 7.5 5.6 5.8
Malaysia 3.6 2.0 5.4 0.6 1.7 3.2 1.7 2.1 3.2 4.5 2.7
Philippines 6.2 2.8 9.3 3.2 3.8 4.7 3.1 2.9 4.2 3.6 3.1
Thailand 4.7 2.2 5.4 -0.9 3.3 3.8 3.0 2.2 2.0 1.9 2.5

Source: CEIC, Daiwa forecasts 

Note: fiscal year for India 


 Asia ex-Japan: exports   
(% YoY) 2006 2007 2008 2009 2010 2011 2012 2013 2014E 2015E 2016E
China 27.2 26.0 17.2 -16.0 31.3 20.3 7.9 7.8 5.8 2.3 5.2
Hong Kong 9.5 8.7 5.3 -12.2 22.5 9.9 2.9 3.7 3.9 2.6 3.2
Taiwan 12.9 10.1 3.6 -20.3 34.8 12.3 -2.3 1.4 3.0 3.5 4.3
Korea 14.4 14.1 13.6 -13.9 28.3 19.0 -1.3 2.1 2.5 3.8 4.1
India 22.7 29.0 13.7 -3.5 40.5 21.8 -1.8 4.5 3.0 4.0 5.0
Singapore 18.2 10.1 12.6 -20.2 30.6 16.5 -0.2 0.4 1.3 1.7 2.2
Indonesia 17.7 13.2 20.2 -15.0 35.5 28.9 -6.6 -3.9 -2.4 0.0 3.0
Malaysia 9.9 2.6 9.7 -16.7 15.6 9.2 0.7 2.5 6.8 5.0 6.0
Philippines 14.9 6.4 -2.8 -21.7 34.0 -6.2 7.9 8.8 8.5 4.3 5.2
Thailand 16.9 17.2 15.9 -14.3 28.1 14.0 3.0 -0.3 0.0 3.4 5.0

Source: CEIC, Daiwa forecasts 

Note: fiscal year for India 
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 Asia ex-Japan: imports  
(% YoY) 2006 2007 2008 2009 2010 2011 2012 2013 2014E 2015E 2016E
China 19.9 20.8 18.5 -11.2 38.7 24.9 4.3 7.2 0.0 3.2 6.3
Hong Kong 11.7 9.8 5.7 -10.6 24.7 11.7 3.9 3.8 4.2 1.5 2.1
Taiwan 11.0 8.2 9.7 -27.5 44.1 12.0 -3.9 -0.2 3.0 2.1 3.9
Korea 18.4 15.3 22.0 -25.8 31.6 23.3 -0.9 -0.8 2.5 1.8 4.7
India 25.6 34.9 21.2 -5.0 28.2 32.3 0.3 -8.3 1.0 3.0 4.0
Singapore 19.1 10.2 21.2 -23.1 26.8 17.7 3.9 -1.8 -0.5 -0.3 3.1
Indonesia 6.5 15.4 37.0 -24.9 40.1 30.8 8.0 -2.6 -3.8 -3.3 2.0
Malaysia 10.5 5.0 3.5 -16.4 21.7 8.5 5.8 6.9 6.0 5.8 6.5
Philippines 9.2 7.2 2.2 -24.1 27.5 10.1 2.7 0.5 4.0 1.9 3.8
Thailand 7.9 9.0 25.8 -25.4 36.8 25.1 9.3 0.3 -7.9 4.5 6.4

Source: CEIC, Daiwa forecasts 

Note: fiscal year for India 


 Asia ex-Japan: policy rates  
(%, end of period)  2006 2007 2008 2009 2010 2011 2012 2013 2014E 2015E 2016E
China 6.12 7.47 5.31 5.31 5.81 6.56 6.00 6.00 5.60 5.10 5.10
Taiwan 2.75 3.38 2.00 1.25 1.63 1.88 1.88 1.88 1.88 2.13 2.25
Korea 4.50 5.00 3.00 2.00 2.50 3.25 2.75 2.50 2.00 1.75 2.00
India 7.75 7.75 5.00 5.00 6.75 8.50 7.50 8.00 7.75 7.25 7.00
Indonesia 9.75 8.00 9.25 6.50 6.50 6.00 5.75 7.50 7.75 8.00 8.00
Malaysia 3.50 3.50 3.25 2.00 2.75 3.00 3.00 3.00 3.25 3.25 3.50
Philippines 7.50 5.25 5.50 4.00 4.00 4.50 3.50 3.50 4.00 4.00 3.75
Thailand 5.00 3.25 2.75 1.25 2.00 3.25 2.75 2.25 2.00 2.50 3.00

Source: CEIC, Daiwa forecasts 

Note: fiscal year for India 


 Asia ex-Japan: fiscal balance  
(% of GDP) 2006 2007 2008 2009 2010 2011 2012 2013 2014E 2015E 2016E
China -1.0 0.2 -0.8 -2.8 -2.5 -1.8 -1.5 -1.9 -2.1 -2.3 -2.4
Hong Kong 1.7 8.4 4.0 -1.9 4.8 3.9 2.7 2.6 1.5 1.0 0.5
Taiwan -0.3 -0.3 -0.9 -4.3 -3.2 -2.1 -2.4 -1.9 -1.7 -1.5 -1.4
Korea 0.6 3.6 1.4 -1.5 1.3 1.4 1.3 1.0 0.7 0.0 0.5
India -3.3 -2.5 -6.0 -6.4 -4.8 -5.7 -4.8 -4.5 -4.5 -4.3 -4.1
Singapore 0.5 3.0 1.4 -0.9 0.2 1.2 2.0 1.3 0.6 0.2 0.0
Indonesia -0.9 -1.3 -0.1 -1.6 -0.7 -1.1 -1.9 -2.5 -2.5 -2.5 -2.5
Malaysia -3.2 -3.1 -4.6 -6.7 -5.4 -4.8 -4.5 -3.9 -3.5 -3.3 -3.0
Philippines -1.0 -0.2 -0.9 -3.7 -3.5 -2.0 -2.3 -2.5 -2.0 -2.4 -2.6
Thailand 1.1 -1.7 -1.1 -4.4 -2.6 -0.9 -4.1 -2.0 -2.7 -2.3 -2.2

Source: CEIC, Daiwa forecasts 

Note: fiscal year for India 


 Asia ex-Japan: current-account balance  
(% of GDP) 2006 2007 2008 2009 2010 2011 2012 2013 2014E 2015E 2016E
China 8.6 10.1 9.3 4.9 4.0 1.9 2.3 2.0 2.5 2.3 2.1
Hong Kong 12.7 13.0 15.0 9.9 7.0 5.6 1.6 1.9 -1.3 -1.0 -1.2
Taiwan 6.8 8.6 6.6 10.9 8.9 8.6 10.2 11.2 11.5 12.0 11.2
Korea 0.4 1.1 0.3 3.7 2.6 1.6 4.2 6.1 6.0 6.7 5.9
India -1.0 -1.3 -2.3 -2.8 -2.7 -4.2 -4.6 -1.6 -1.5 -1.1 -0.9
Singapore 25.0 26.0 14.4 16.8 23.7 22.8 17.5 18.3 19.7 20.5 19.2
Indonesia 3.0 2.4 0.0 2.0 0.7 0.2 -2.8 -3.4 -3.0 -1.9 -1.5
Malaysia 16.1 15.4 17.1 15.5 10.9 11.6 5.8 4.0 4.8 4.2 4.5
Philippines 4.4 4.8 2.1 5.6 4.5 3.2 2.9 3.5 3.2 3.5 3.5
Thailand 1.1 6.4 0.8 8.3 3.1 1.2 -0.4 -0.7 3.4 3.1 2.0

Source: CEIC, Daiwa forecasts 

Note: fiscal year for India 
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 Asia ex-Japan: exchange rates  
(National currency per USD, end of period) 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015E 2016E
China          7.81          7.30          6.83          6.83          6.62          6.30 6.29          6.05 6.20 6.60 6.83
Hong Kong          7.78          7.80          7.75          7.76          7.78          7.77 7.75          7.75 7.76 7.79 7.79
Taiwan 32.6 32.4 32.9 32.0 30.4 30.3 29.0 29.8 31.6 32.5 32.0
Korea 930 938 1,258 1,168 1,139 1,153 1,071 1,055 1,099 1,150 1,100
India 43.6 40.0 51.0 45.1 44.7 51.2 54.4 60.1 63.3 65.0 65.0
Singapore 1.53 1.44 1.44 1.40 1.29 1.30 1.22 1.27 1.33 1.38 1.37
Indonesia 9,020 9,419 10,950 9,400 8,991 9,068 9,670 12,189 12,440 11,500 11,200
Malaysia 3.53 3.31 3.46 3.42 3.08 3.18 3.06 3.28 3.50 3.38 3.35
Philippines 49.1 41.4 47.5 46.4 43.9 43.9 41.2 44.4 44.6 47.0 48.0
Thailand 36.0 33.7 34.9 33.3 30.2 31.7 30.6 30.7 33.0 32.8 33.0

Source: CEIC, Daiwa forecasts 

Note: fiscal year for India 

 
 Links to Daiwa’s economic reports and notes (mid-May 2013 to present) 
China: PBOC’s unexpected rate cut 24-Nov-2014
China: A further USD82bn outflow prompts PBOC to fill the gap 13-Nov-2014
China: Money outflows, policy constraints, currency pressure 27-Oct-2014
China: The socialist rule of law with Chinese characteristics 24-Oct-2014
Hong Kong: Occupy Central: the stakes are high and options are few 3-Oct-2014
Hong Kong: Dollar strength, outflows and media overhype 26-Sep-2014
China: Is the PBOC easing more aggressively? 22-Sep-2014
China: A false dawn 15-Sep-2014
China: Fourth Plenum: legal reform with Chinese characteristics 11-Sep-2014
Singapore: More challenges ahead 5-Sep-2014
Asia ex-Japan: Jackson Hole and what it means for Asia 26-Aug-2014
Korea: BOK cuts rate on growth concerns 14-Aug-2014
Hong Kong: Coming to terms with reality 7-Aug-2014
China: The Zhou case and political “shock and awe” 1-Aug-2014
Hong Kong: HKMA intervention – and how the media turns it into hype 15-Jul-2014
Taiwan: Brighter near-term outlook 24-Jun-2014
China: It never rains but it pours 28-May-2014
China: The difference between 6.04 and 6.25 30-Apr-2014
China: Giving way to market forces 17-Mar-2014
Taiwan: Property after the boom 17-Mar-2014
China: The end of the ‘free lunch’ 13-Mar-2014
China: CNY depreciation: something has to give 26-Feb-2014
China: More yield-chasing and more risk-taking 17-Jan-2014
Asia ex-Japan: G3 recovery versus Fed tapering 17-Dec-2013
China: Visions of China 2.0 21-Nov-2013
Asia ex-Japan: Fed’s exit, China’s structural slowdown and a paradigm shift 17-Jul-2013
Asia ex-Japan: Heading toward the exit 31-May-2013
Korea: Demand crosswinds, paradigm shift and policy constraints  15-May-2013

http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20141124cn_China_Economy-PBOC.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20141113cn_China_Economy-.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/China_Economy-Money__141027.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20141024cn_China_Economy-The.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20141003hk_Hong_Kong_Economy-Occupy.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140926hk_Hong_Kong_Economy-.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140922cn_China_Economy-Is.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140915cn_China_Economy-.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/China_Economy-Fourth_140911.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/Singapore_Economy-_140905.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140826as_Asia_Economic_Express-.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140814kr_Korea_Economy-.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/Hong_Kong_Economy-Coming_140807.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140801cn_China_Economy-The.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140715hk_Hong_Kong_Economy-.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/Taiwan_Economy-_140624.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140528cn_China_Economy_It-.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140430cn_China_Economy-.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140317cn_China_Economy_Giving.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/Taiwan_Economy-Property_140317.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/China_Economy-_140313.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140226cn_China_Economy-CNY.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/20140117cn_China_Economy_More.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/Regional_Economy-_131217.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/Special_report_on_the_Plenum-_131121.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/Regional_Economy-_130717.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/Regional_Economy-_130531.pdf#page=1
http://asiaresearch.daiwacm.com/eg/cgi-bin/files/Korea_Economy-Demand_130515.pdf#page=1
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Disclaimer 
 

 

 

This publication is produced by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent 
expressly provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure, 
distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Group 
Inc. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness 
of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon 
this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the 
securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, 
opinion or advice expressed in this publication may not necessarily reflect those of Daiwa Securities Capital Markets Co. Ltd., and/or its affiliates nor any of its respective directors, officers, 
servants and employees except where the publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with 
respect to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. 
 
Daiwa Securities Group Inc., its subsidiaries or affiliates, or its or their respective directors, officers and employees from time to time have trades as principals, or have positions in, or have 
other interests in the securities of the company under research including derivatives in respect of such securities or may have also performed investment banking and other services for the 
issuer of such securities. The following are additional disclosures. 
 
Japan 
Daiwa Securities Co. Ltd. and Daiwa Securities Group Inc.  
Daiwa Securities Co. Ltd. is a subsidiary of Daiwa Securities Group Inc. 
Investment Banking Relationship 

Within the preceding 12 months, The subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or secondary offerings (excluding straight bonds) of the 
securities of the following companies: Modern Land (China) Co. Ltd (1107 HK); China Everbright Bank Company Limited (6818 HK); econtext Asia Ltd (1390 HK); Lotte Shopping Co (023530 KS); 
Rexlot Holdings Ltd (555 HK); Neo Solar Power Corp (3576_TT);  Accordia Golf Trust (AGT SP);  Hua Hong Semiconductor Ltd (1347 HK). 

*Subsidiaries of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited (大和資本市場香港有限公司), Daiwa 
Capital Markets Singapore Limited, Daiwa Capital Markets Australia Limited, Daiwa Capital Markets India Private Limited, Daiwa-Cathay Capital Markets Co., Ltd., Daiwa Securities Capital 
Markets Korea Co., Ltd. 
 
Hong Kong  
This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (大和資本市場香港有限公司) (“DHK”) which is regulated by the Hong Kong Securities and Futures 
Commission. Recipients of this research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
Investment Banking Relationship 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
Relevant Relationship (DHK) 
DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage. 
DHK market making 
DHK may from time to time make a market in securities covered by this research. 

 
 

 
Singapore 
This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert investors and institutional 
investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time. By virtue of distribution to these category of 
investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to 
disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its representative’s interest in securities). Recipients of this research in Singapore may contact Daiwa Capital Markets 
Singapore Limited in respect of any matter arising from or in connection with the research. 
 
Australia 
This research is distributed in Australia by Daiwa Capital Markets Stockbroking Limited and it may only be distributed in Australia to wholesale investors within the meaning of the 
Corporations Act. Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking Limited in respect of any matter arising from or in connection with the research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
 
India 
This research is distributed by Daiwa Capital Markets India Private Limited (DAIWA) which is an intermediary registered with Securities & Exchange Board of India. This report is not to be 
considered as an offer or solicitation for any dealings in securities. While the information in this report has been compiled by DAIWA in good faith from sources believed to be reliable, no 
representation or warranty, express of implied, is made or given as to its accuracy, completeness or correctness. DAIWA its officers, employees, representatives and agents accept no liability 
whatsoever for any loss or damage whether direct, indirect, consequential or otherwise howsoever arising (whether in negligence or otherwise) out of or in connection with or from any use of or 
reliance on the contents of and/or omissions from this document. Consequently DAIWA expressly disclaims any and all liability for, or based on or relating to any such information contained 
in or errors in or omissions in this report. Accordingly, you are recommended to seek your own legal, tax or other advice and should rely solely on your own judgment, review and analysis, in 
evaluating the information in this document. The data contained in this document is subject to change without any prior notice DAIWA reserves its right to modify this report as maybe 
required from time to time. DAIWA is committed to providing independent recommendations to its Clients and would be happy to provide any information in response to any query from its 
Clients. This report is strictly confidential and is being furnished to you solely for your information. The information contained in this document should not be reproduced (in whole or in part) 
or redistributed in any form to any other person. We and our group companies, affiliates, officers, directors and employees may from time to time, have long or short positions, in and buy sell 
the securities thereof, of company(ies) mentioned herein or be engaged in any other transactions involving such securities and earn brokerage or other compensation or act as advisor or have 
the potential conflict of interest with respect to any recommendation and related information or opinion. DAIWA prohibits its analyst and their family members from maintaining a financial 
interest in the securities or derivatives of any companies that the analyst cover. This report is not intended or directed for distribution to, or use by any person, citizen or entity which is resident 
or located in any state or country or jurisdiction where such publication, distribution or use would be contrary to any statutory legislation, or regulation which would require DAIWA and its 
affiliates/ group companies to any registration or licensing requirements. The views expressed in the report accurately reflect the analyst’s personal views about the securities and issuers that 
are subject of the Report, and that no part of the analyst’s compensation was, is or will be directly or indirectly, related to the recommendations or views expressed in the Report. This report 
does not recommend to US recipients the use of Daiwa Capital Markets India Private Limited or any of its non – US affiliates to effect trades in any securities and is not supplied with any 
understanding that US recipients will direct commission business to Daiwa Capital Markets India Private Limited. 
 
Taiwan 
This research is distributed in Taiwan by Daiwa-Cathay Capital Markets Co., Ltd and it may only be distributed in Taiwan to institutional investors or specific investors who have signed 
recommendation contracts with Daiwa-Cathay Capital Markets Co., Ltd in accordance with the Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. Recipients of this research in Taiwan may contact Daiwa-Cathay Capital Markets Co., Ltd in respect of any matter arising from or in connection with the research. 
 
Philippines 
This research is distributed in the Philippines by DBP-Daiwa Capital Markets Philippines, Inc. which is regulated by the Philippines Securities and Exchange Commission and the Philippines 
Stock Exchange, Inc. Recipients of this research in the Philippines may contact DBP-Daiwa Capital Markets Philippines, Inc. in respect of any matter arising from or in connection with the 
research. DBP-Daiwa Capital Markets Philippines, Inc. recommends that investors independently assess, with a professional advisor, the specific financial risks as well as the legal, regulatory, 
tax, accounting, and other consequences of a proposed transaction. DBP-Daiwa Capital Markets Philippines, Inc. may have positions or may be materially interested in the securities in any of 
the markets mentioned in the publication or may have performed other services for the issuers of such securities. 
For relevant securities and trading rules please visit SEC and PSE Link at http://www.sec.gov.ph/irr/AmendedIRRfinalversion.pdf and http://www.pse.com.ph/ respectively. 
 
Thailand 

This research is distributed to only institutional investors in Thailand primarily by Thanachart Securities Public Company Limited (“TNS”). 

This report is prepared by analysts who are employed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates. While the information is from sources believed to be reliable, neither the 
information nor the forecasts shall be taken as a representation or warranty for which Thanachart Securities Public Company Limited, Daiwa Securities Group Inc. nor any of their respective 
parent, holding, subsidiaries or affiliates, nor any of their respective directors, officers, servants and employees incur any responsibility. This report is provided to you for informational purposes 
only and it is not, and is not to be construed as, an offer or an invitation to make an offer to sell or buy any securities. Neither Thanachart Securities Public Company Limited, Daiwa Securities 
Group Inc. nor any of their respective parent, holding, subsidiaries or affiliates, nor any of their respective directors, officers, servants and employees accept any liability whatsoever for any 
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direct or consequential loss arising from any use of this research or its contents. 

The information and opinions contained herein have been compiled or arrived at from sources believed reliable. However, Thanachart Securities Public Company Limited, Daiwa Securities 
Group Inc. nor any of their respective parent, holding, subsidiaries or affiliates, nor any of their respective directors, officers, servants and employees make no representation or warranty, 
express or implied, as to their accuracy or completeness. Expressions of opinion herein are subject to change without notice. The use of any information, forecasts and opinions contained in this 
report shall be at the sole discretion and risk of the user.   

Daiwa Securities Group Inc. and/or its non-U.S. affiliates perform and seek to perform business with companies covered in this research. Thanachart Securities Public Company Limited, Daiwa 
Securities Group Inc., their respective parent, holding, subsidiaries or affiliates, their respective directors, officers, servants and employees may have positions and financial interest in securities 
mentioned in this research. Thanachart Securities Public Company Limited, Daiwa Securities Group Inc., their respective parent, holding, subsidiaries or affiliates may from time to time 
perform investment banking or other services for, or solicit investment banking or other business from, any entity mentioned in this research. Therefore, investors should be aware of conflict of 
interest that may affect the objectivity of this research. 
 
United Kingdom 
This research report is produced by Daiwa Capital Markets Europe Limited and/or its affiliates and is distributed in the European Union, Iceland, Liechtenstein, Norway and Switzerland. 
Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial Conduct Authority (“FCA”) and is a member of the London Stock Exchange, Eurex and NYSE Liffe. 
Daiwa Capital Markets Europe Limited and/or its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of 
the securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities or options thereof 
and/or may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of Daiwa Capital Markets Europe Limited and/or its 
affiliates may have positions and effect transactions in such securities or options and may serve as Directors of such issuers. Daiwa Capital Markets Europe Limited may, to the extent 
permitted by applicable UK law and other applicable law or regulation, effect transactions in the Securities before this material is published to recipients. 
 
This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FCA and should not therefore be distributed to such 
Retail Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that 
the protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not be available. 
 
Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at 
http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory . Regulatory disclosures of investment banking relationships are available at 
https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
 
Germany 
This document is distributed in Germany by Daiwa Capital Markets Europe Limited, Niederlassung Frankfurt which is regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) 
for the conduct of business in Germany. 
 
Bahrain 

This research material is distributed by Daiwa Capital Markets Europe Limited, Bahrain Branch, regulated by The Central Bank of Bahrain and holds Investment Business Firm – Category 2 
license and having its official place of business at the Bahrain World Trade Centre, South Tower, 7th floor, P.O. Box 30069, Manama, Kingdom of Bahrain. Tel No. +973 17534452 Fax No. +973 
535113 

This material is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be made at your own discretion 
and risk. Accordingly, no representation or warranty, express or implied, is made as to and no reliance should be placed on the fairness, accuracy, completeness or correctness of the 
information and opinions contained in this document, Content herein is based on information available at the time the research material was prepared and may be amended or otherwise 
changed in the future without notice. All information is intended for the private use of the person to whom it is provided without any liability whatsoever on the part of Daiwa Capital Markets 
Europe Limited, Bahrain Branch, any associated company or the employees thereof. If you are in doubt about the suitability of the product or the research material itself, please consult your 
own financial adviser. Daiwa Capital Markets Europe Limited, Bahrain Branch retains all rights related to the content of this material, which may not be redistributed or otherwise transmitted 
without prior consent. 
 
United States 
This report is distributed in the U.S. by Daiwa Capital Markets America Inc. (DCMA). It may not be accurate or complete and should not be relied upon as such. It reflects the preparer’s views 
at the time of its preparation, but may not reflect events occurring after its preparation; nor does it reflect DCMA’s views at any time. Neither DCMA nor the preparer has any obligation to 
update this report or to continue to prepare research on this subject.  This report is not an offer to sell or the solicitation of any offer to buy securities. Unless this report says otherwise, any 
recommendation it makes is risky and appropriate only for sophisticated speculative investors able to incur significant losses. Readers should consult their financial advisors to determine 
whether any such recommendation is consistent with their own investment objectives, financial situation and needs. This report does not recommend to U.S. recipients the use of any of 
DCMA’s non-U.S. affiliates to effect trades in any security and is not supplied with any understanding that U.S. recipients of this report will direct commission business to such non-U.S. 
entities. Unless applicable law permits otherwise, non-U.S. customers wishing to effect a transaction in any securities referenced in this material should contact a Daiwa entity in their local 
jurisdiction. Most countries throughout the world have their own laws regulating the types of securities and other investment products which may be offered to their residents, as well as a 
process for doing so. As a result, the securities discussed in this report may not be eligible for sales in some jurisdictions. Customers wishing to obtain further information about this report 
should contact DCMA: Daiwa Capital Markets America Inc., Financial Square, 32 Old Slip, New York, New York 10005 (telephone 212-612-7000). 
 
Ownership of Securities 
For “Ownership of Securities” information please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.  
 
Investment Banking Relationships 
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.  
 
DCMA Market Making 
For “DCMA Market Making” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. 
 
Research Analyst Conflicts 
For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The principal research analysts who prepared 
this report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their household) an officer, director or advisory board member of the 
issuer(s) covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did not receive any compensation from the issuer during the 
past 12 months except as noted: no exceptions. 
 
Research Analyst Certification 
For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The views about any 
and all of the subject securities and issuers expressed in this Research Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views of 
the firm producing the report if no individual analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the compensation of the firm if no individual 
analyst[s)] is named on the report) was, is, or will be directly or indirectly related to the specific recommendations or views contained in this Research Report. 
 

The following explains the rating system in the report as compared to relevant local indices, unless otherwise stated, based on the beliefs of the author of the report. 

"1": the security could outperform the local index by more than 15% over the next 12 months. 
"2": the security is expected to outperform the local index by 5-15% over the next 12 months. 
"3": the security is expected to perform within 5% of the local index (better or worse) over the next 12 months. 
"4": the security is expected to underperform the local index by 5-15% over the next 12 months. 
"5": the security could underperform the local index by more than 15% over the next 12 months. 
 
Additional information may be available upon request. 
 
Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 
(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.) 
 
If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention to the 
following items.  
• In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in 

the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction.  
• In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of Japan.  
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• For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the 
amount of the transaction will be in excess of the required collateral or margin requirements.  

• There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices, 
real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.  

• There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.  
• Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.  

*The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content of 
each transaction etc.  

 
When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions 
regarding the signing of the agreement with us.  
 
 Corporate Name:  Daiwa Securities Co. Ltd. 
  Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108  
 Memberships:  Japan Securities Dealers Association, The Financial Futures Association of Japan 
  Japan Securities Investment Advisers Association 
  Type II Financial Instruments Firms Association 
 


