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What's next (US)?

A ‘real’ bank fix such as the RTC in 1989/93

Why not yet? Politics: needs national consensus

— This will have to wait for the Obama administration and the
2009 Congress

Bank failures, which should hasten a ‘real’ fix
— 500/600 failures would not surprise; 1200 failures in 1989/93

More fiscal stimulus — probably $300bn — $500bn
— 2% to 3.5% of GDP, perhaps more

More very weak growth, perhaps modest contraction
— Q4 GDP contraction of 3% - 4% (Qo0Q, saar)
— 0.5% avg growth in 2009
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What’'s next (Asia)?

Further slowing: 2009 fcast: 3.2%
— vs 5% in 2008 and 7% in 2007

Who's vulnerable? Just who you'd expect

— The little guys: SG, HK

— The guys who borrowed yen: KR, IN

— And, if China surprises on the downside, NAsia: KR, TW

Asia slowdown is about 2/3 as deep as 2000/01. Why?

— The US matters less than before
— The nature of the downturn — housing vs hi-tech
— Asia was domestically comatose in 1999-2000

Last-in, first-out: Asiato recover more quickly
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Asia 2009: GDP growth

Asia 10 — 2009 GDP growth forecasts
% YoY
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Asia 2008 / 2009 GDP growth

Asia 10 — 2008, 2009 GDP growth forecasts
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Asia 2009: a further drift

Asia 10 — GDP growth

% YoY, simple average
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Aslia: who’'s vulnerable?

Asia — export swings and GDP swings in 2000-2001 downturn
percentage point swings in X and GDP growth, 2000-2001, annual avg data
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Relative sensitivities: 2000/01

Asia - sensitivity to export swings in 2000-2001 downturn
ppt swing in GDP growth per ppt swing in X growth, 2000-2001
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Relative slowdowns: 2007-2009

Asia 10 - biggest growth swing 2007-2009
drop in GDP growth from 2007 to 2009, percentage points
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Vulnerability — other factors

Sentiment / portfolio flows
— Korea and India hit on the yen carry trade
— IDR hit for sentiment reasons, not ‘fundamental’ reasons

Exposure to China

Asia — dependence on China as export destination
% share of exporting country's total X destined for China
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2009 slowdown milder than 2000

Asia 10 - GDP growth

% YoY, simple average
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Asia - X and GDP swings, 2000-2001 downturn

X growth swing, ppts, annual data

GDP growth swing, (ppts)
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1. US matters less than ever before

Asia 10 — domestic demand growth as % of US domestic demand growth
Incremental Asia Dom Dem as % of incremental US Dom Dem, structural terms

100 -
This year:
93 cents
90 -
80 -

In 2008, for
every dollar of
fresh demand
the US puts on

the global table,

Asia will put out

93 cents

70 -

60 -

50

40

89 90 91 92 93 94 9 9 97 98 99 00 01 02 03 04 05 06 07 08

B3DBS .



Slowdown milder than 2000. Why?

= 1. US matters less than ever before
— Asia’s incremental domestic demand growth now nearly
equal to the US
= 2. Housing-led vs hi-tech led
— Much more indirect hit to Asia
— Real vs financial

= 3. Asianot just emerging from crisis as in 99/00
— Asia’s domestic demand nearly comatose in 1998/99

— The only growth it enjoyed came from exports / the US tech
boom

— When that went, so did Asia’s growth
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Asia: milder slowdown

Asia 8 - industrial production

cyclical peak = 100, sa, 3mma, simple avg
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Malaysia: milder slowdown

Malaysia — industrial production
cyclical peak = 100, sa, 3mma
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Asila: recovery before US

US and Asia - industrial production in 2000/01

cyclical peak = 100, sa, 3mma
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Summary

US growth view comparatively sanguine
— But RTC-style bank fix required

Asia to slow further

Who’s vulnerable?
— The small, the yen borrowers, perhaps the China-linked

Asia downturn 1/3 less sharp than 2000/01

— US matters less than ever before
— Housing vs hi-tech
— Asia was still comatose from 97/98 crisis

Last-in, first-out: Asiato recover more quickly
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Appendix
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US 4-yr slowing; Asia acceleration

Income and demand growth - Asia & US
% YoY, 2gma, simple average
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US matters less than ever before

Asia 10 — domestic demand growth as % of US domestic demand growth
Incremental Asia Dom Dem as % of incremental US Dom Dem, structural terms
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Asian vs US domestic demand:
the numbers

US domestic demand: $1.00 “big”, grows at 3% rate
— That gives 3 cents of new demand each year

If US is $1.00 “big”, then Asiais 40 cents “big”
— China (17 cents), Asia 8 (17 cents), India (6 cents)

Asia demand: $0.40 and it grows at a 7% rate
— That gives 2.8 cents of new demand each year

Asia/US = 2.80/3.00 = 0.93, or 93 cents on the dollar
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2000/01 downturn

Asia - sensitivity to exports, 2000-2001 downturn

GDP growth Export growth Ratio
(ann avg) (US$ terms, goods, ann avg)

(1 (2) (3) (4) (5) (6) (7)

(2)-(1) (5)-(4) (3)/(6)
2000 2001 Swing 2000 2001 Swing GDP swing
(%) (%) ppts (%) (%) ppts to X swing

4.0 5.2 1.2 18.8 2.1 -16.7 -0.07
8.4 8.3 -0.1 27.9 7.0 -20.9 0.01
4.9 3.5 -1.5 27.7 -9.3 -37.0 0.04
4.8 2.2 -2.6 19.4 -6.4 -25.8 0.10
8.5 3.8 -4.7 19.9 -12.7 -32.6 0.14
6.0 1.8 -4.2 8.7 -15.6 -24.3 0.17
5.8 -2.2 -7.9 22.0 -17.2 -39.1 0.20
8.9 0.3 -8.5 16.1 -10.4 -26.6 0.32
9.6 -2.0 -11.6 14.7 -16.0 -30.7 0.38
10.0 0.6 9.3 5.6 -15.3 -20.9 0.45
3.7 0.8 -2.9 12.9 -6.9 -19.8 0.15
2.9 0.2 -2.7 14.0 -15.8 -29.8 0.09
4.0 1.9 -2.1 21.5 55 -16.0 0.13
7.1 2.2 -4.9 18.1 -9.4 -27.5 0.18
6.9 1.5 -5.5 17.0 -11.2 -28.2 0.19
7.3 1.0 -6.3 16.8 -12.9 -29.6 0.21
3.5 1.0 -2.6 16.1 -5.7 -21.9 0.12
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US: past downturns

US - historical GDP contractions

percentage gtrs until
point drop in gtrs of  GDP returned
GDP, pk to negative to pk level of weakest qtr weakest gtr

trough growth 100 of growth of growth
NBER declared recessions / dates (pct pts) (gtrs) (gtrs) (% QoQ, saar) (% YoY)
1957-58 Aug57-Apr58 -3.7 2/2 or 3/4 5.0 -10.9 -3.0
1960-61 Apr60-Feb61 -1.6 2/3 5.0 -5.2 -1.0
1969-70 Dec69-Nov70 -0.6 2/2 4.0 -4.3 -0.2
1973-74 Nov73-Mar75 -3.1 3/3 or 4/5 8.0 -4.8 -2.3
1980 Jan80-Jul80 -2.2 2/2 4.0 -8.1 0.0
1981-82 Jul81-Nov82 -2.9 2/2 or 3/4 7.0 -6.6 -2.7
1990-91 Jul90-Mar91 -1.3 2/2 7.0 -3.0 -1.0
2000-01 Mar00-NovO01 * 3/5 * -1.4 0.2
Average (ex-2000/01) -2.2 5.7 -6.1 -1.5
Current downturn A 1/3 A -0.3 0.8

2007/08

* the GDP level never really fell; it waffled sideways for 5 gtrs
A no peak/drop yet established
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Disclaimer

Disclaimer:

The information herein is published by DBS Bank Ltd (the "Company"). It is based on information
obtained from sources believed to be reliable, but the Company does not make any representation or
warranty, express or implied, as to its accuracy, completeness, timeliness or correctness for any particular
purpose. Opinions expressed are subject to change without notice. Any recommendation contained herein
does not have regard to the specific investment objectives, financial situation and the particular needs of
any specific addressee. The information herein is published for the information of addressees only and is
not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate
legal or financial advice. The Company, or any of its related companies or any individuals connected with
the group accepts no liability for any direct, special, indirect, consequential, incidental damages or any
other loss or damages of any kind arising from any use of the information herein (including any error,
omission or misstatement herein, negligent or otherwise) or further communication thereof, even if the
Company or any other person has been advised of the possibility thereof. The information herein is not to
be construed as an offer or a solicitation of an offer to buy or sell any securities, futures, options or other
financial instruments or to provide any investment advice or services. The Company and its associates,
their directors, officers and/or employees may have positions or other interests in, and may effect
transactions in securities mentioned herein and may also perform or seek to perform broking, investment
banking and other banking or financial services for these companies. The information herein is not intended
for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or
use would be contrary to law or regulation.
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