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Brad

When we get the balance sheet and ISDA done, we will likely want to short some Asian currencies (unless they
move much lower from here). See the Taiwan data below.

Faul

Taiwan came out with its preliminary Q2 GDP data last night and the numbers were weaker than expected. (Q2
GDF @ -6.56% pace!)

CHART ONE: GDP Contracted at a -6.56% pace in Q2. That was the worst number in almost six years.
CHART TWO: Exports for Q2 declined at a -8.32% pace. Also the worst number since the last
recession.
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Taiwan: 2Q GDP weakened notably, main drag coming from the export sector, especially
tech

Taiwan's 2015 real GDP graowth slowad notably to 0.52%ova (compared 1o the advanced reading of 0.64%), following the upwardly-revised growth at
3 84%oya in 10 (previoushy: 3.37%).

The Directorate General of Budget, Accounting and Statistics (DGBAS) estimates that, seasonally-adjusted, real GDP contracted 6.56% q/qg,
saar in 2015, following the positive growth at 2.3% gfg saar in 10.

Breakdown of 20 GDP by expenditure highlights that the netable contraction in the econamy {in %'y saar erms) was mainly dragged by axport
sactor weakness (especially for tech products). On the domestic front, GDP expenditure data showed decant growth in private consumplicn in 24,
though GDP industry data suggested that consumplion-related seclors, such as wholesale and retail trade, remained subdued. Meanwhila, fixed
invastment growth rebounded decantly in 20, which may hint at some polential moderate recovery for the economy golng inlo 2H15.

Watching for signs of 2H15 improvement in external demand

Tha significant weaknass in Taiwan's 20 GDP, with the most severa quarerly GDP contraction (in %g'g saar terms) since the warst moments of the
global financial crisie, was malnly dragged by the axport and manufaclturing sectors, with the notable underpedormanca of the tech sactor (tech IP fall
significantly at 34.5% 3m/3m saar in Juna).

Locking ahead, on the external front, our global team continues to expact stronger global growth in 2H15, which will hopafully provide seme support
for moderate recovery In Talwan's export and manufactunng sector. In this regards, it s with noting: (1) Talwan's July exports improved moderately (up
3.2% m/m sa in real terms); (2) tech exports, Tollowing the significant weakness in 24, rebounded 7.7% mim sa in July, (3) capital goods imports rose
notably at 93.6% m/m sa and 13.2% m'm 2a in July and June respectivaly, suggesting decent axpansion in corporate capesx, which in turn hints at
some moderale recovery in export and manufacturing seclors in coming months.

On the domestic fronl, it is worth noting that the slowing in industrial activity through 20 seemed 1o have gradually fed into the labor markat, with
employiment growth losing momanium lately (n % m'm sa terms, tolal employment stopped growlng in June), which could restrain private
consumption cutlook going nto 2H15.

Ovarall, our forecast for Talwan's full-year 2015 GDP growth now stands at 1.3%oya, assuming modarate recovery in the sequential growth trend Lo
avarage at about 3.0% g/q saar in 30 and 4Q.

heanwhile, regarding monetary policy, considering the notable weakness in latest macro dala, the possibility of a polential policy rate cut, sometime
during 2H15, seams o be on the rnse. Besides, as the major sourca of recent macro weakness largaly criginated from the external sector, managing
currency competilivenass would be an important policy tool going ahead.

For further details of the 20 GDP report, locking at the major GDP expenditure componants:
+  Tolal exports of goods and services contracted notably by 16.5% g'g saar in 20, compared to the modest expansion at 1.7% g/q saar
in 14 {ln particular, monthly rade data suggestad the tech sector was the maln drag on 20 axport waeaknass, as tech exports contracted
27 0% 3mi3m saar in Juna.)

« Imports of goods and services expanded moderately at 3.0% gfg saar in 20, following the contraction at 5.5% g/q =aar in 10
{reflecting the nolable rebound in 20 domestic fixed investiment).

+«  On the domestic fronl, privale consumption expenditure rose 3.0% glg saar in 24, following the solld gain at 4.1% gqfg saar in 1Q.

+  Gross fixed capital formation rebounded rather notably by 26.8% g/g saar in 20, fellowing the contraction at 13.1% gfg saar in 1Q.

Regarding GDP details by industry:

«  Manufacturing production contracted 13.4% g/g saar in 20, following the modarate gain at 2.2% g'g saar in 10,
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« With regard to domestic service seclors, wholesalas and retail trade, which e closaly related to private consumption expenditure,

cantracted 5.1% g'g saar In 20, following the decline at 3.4% glg saar in 10.

+« Real eslate activity rose modestly at 1.2% q/q saar in 20, following the modest gain at 0.5% g/q saar in 10Q.

+ Finance and insurance services expanded significantly at 12.9% g/q saar in 20, adding to the gain at 17.6% g/g saar in 10.

+« |n addition, construction activity contracted 5.3% qgfg saar in 2Q, adding to the decline at 4 2% g/g saar in 10
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