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While western economies see elevated inflation, price pressure
IS more moderate In Asia

Asia sees relatively stable inflation Driving forces of inflation
rates compared to rest of world vary between regions
Inflation by Region Change in inflation from Dec 2020 until the latest data
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* While the US and Europe have suffered from surging * Energy costs were the main contributor to higher inflation
inflation, Asia’s consumer price pressure is much weaker. in Europe, while the US has also suffered from supply chain
- Asian countries have weathered the pandemic and avoided disruptions, clogged ports, and high demand for goods.
supply disruptions and associated pressure on prices. * Food prices were more impactful in Africa, while in Latin

America more expensive imports had the biggest effect.
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Ukraine crisis and sanctions on Russia fuel inflationary pressure
and weaken global economic growth

Ukraine crisis is hurting the global economy
with higher inflationary pressure...

Russia's exports as a share of global production
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* Russia is a major world supplier of crude oil and precious
metals such as palladium, platinum, nickel, & aluminium.

» Additionally, Russia and Ukraine account for 30% of global
wheat exports, more than 25% world fertilizer exports, and
almost 15% of maize exports.

..and lower economic growth

2022 global GDP forecasts downgraded due
to Ukraine crisis

OECD 4.5% 3.4%

United Nations
Conference on Trade 3.6% 2.6%
& Development

Fitch Ratings 4.2% 3.5%
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Although the Ukraine crisis will have impacts, food & energy and
transport costs are a lesser concern for Asia

Food and energy prices rose less significantly
in Asia than other emerging economy regions

Consumer inflation (% year-on-year change)
Food prices

Emerging Asia 1.6

Other emerging 9.1
economies :

Energy prices
Emerging Asia 4.2

Other emerging 6.8
economies ’

Source: IMF, data as of October 2021

* Food costs (making up about one third of the consumer
price index baskets in Asia) were relatively muted, with
solid harvest in India, a recovery from swine flu in China,
and contained cost increases for rice.

Freight costs from Los Angeles to Shanghai
rise much less than vice versa

Freight cost between Shanghai and Los Angeles
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* Covid-19 has led to congested ports, forcing shipping firms
to prioritise service along the most lucrative routes.

* During the pandemic, much more cargo was transported
from Asia to the West than vice versa, making freight costs
much higher from East to West.
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Inflation Is notably muted in Mainland China and Hong Kong
compared to their Asian counterparts

Inflation in Mainland China and Hong Kong still

I Ing up in several Asian countries :
Inflation trending up below pre-pandemic level

Inflation in selected Asian countries Mainland China and Hong Kong inflation
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* While they are still keeping inflation levels under control, * Pork prices plunged 42.5% year on year in Mainland China
pressure is rising in a number of Asian economies. in February, offsetting the rise in energy prices.

Meanwhile, core inflation stayed at 1.1%.

* Hong Kong saw an annual decline in pork and electricity
prices as well as house rents.
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Chinese manufacturers can’t pass price increases on to
consumers

Gap between consumer and producer

orices is still large Low inflation leaves room for policy easing

China's consumer and producer prices China's loan prime rate (LPR) and reserve requirement
15 ratio (RRR)
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* High pork prices in 2019 have acted as a high base and * As inflation is not a concern, China’s authorities have room
remain a drag on headline CPI. for more fiscal policies and further rate cuts.
* Meanwhile, weak consumer sentiment is dissuading * The Government Work Report envisages CNY2.5 trillion in
manufacturers from passing higher costs on to consumers. tax refunds and cuts this year, focusing on manufacturers
and SMEs.
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Hong Kong has relatively modest inflation

Hong Kong consumer pri_CeS are highly Domestic economic activity and housing
dependent on housing rents market will have increasing impact on prices
Weightings in Hong Kong’s composite CPI Movement of Hong Kong’s key consumer prices
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* Around 40% of consumers’ expenditure goes on house rent. » Soaring energy prices sparked by the Russia-Ukraine
- Food expenditure accounts for 27%, with about 10% being conflict are adding to price pressure.
spent on edible groceries and 17% on eating out. * However, subdued economic activity in Hong Kong due to

Covid-19 and the housing market will keep inflationary
pressure down in the near term.
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Disclaimer

This document is prepared by The Bank of East Asia, Limited (“BEA”) for customer reference only. Other than disclosures relating to BEA, the content is based on information
available to the public and reasonably believed to be reliable, but has not been independently verified. Any projections and opinions contained herein are as of the date
hereof, are expressed solely as general market commentary, and do not constitute an offer of securities, nor a solicitation, suggestion, investment advice, or guaranteed
return. The information, forecasts, and opinions contained herein are as of the date hereof and are subject to change without prior notification, and should not be regarded as
any investment product or market recommendations. This document has not been reviewed by the Securities and Futures Commission of Hong Kong, Hong Kong Monetary
Authority, or any regulatory authority in Hong Kong.

BEA will update the published research as needed and as required by the law. In addition to certain reports published on a periodic basis, other reports may be published at
irregular intervals as appropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or completeness of the information and stated returns contained in this
document, and no liability is accepted for any loss arising, directly or indirectly, from any use of such information (whether due to infringements or contracts or other aspects).
Investment involves risks. The price of investment products may go up or down. Past performance is not indicative of future performance. The investments mentioned in this
document may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or other needs of each recipient are not considered.
Therefore, you should not make any investment decisions based solely on this document. You should make investment decisions based on your own investment objectives,
investment experience, financial situation, and specific needs; if necessary, you should seek independent professional advice before making any investment.

The views and opinions in this document do not constitute the official views of BEA.
This document is the property of BEA and is protected by relevant intellectual property laws. Without the prior written consent of BEA, the information herein is not allowed
to be copied, transferred, sold, distributed, published, broadcast, circulated, modified, or developed commercially, in either electronic or printed forms, nor through any media

platforms that exist now or are developed later.

For more information, please visit our webpage at .For any enquiries, please contact the Economic
Research Department (email: ,tel: (852) 3609-1504, post: GPO Box 31, Hong Kong).
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https://www.hkbea.com/html/en/bea-about-bea-economic-research.html
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Thank You

For further information please contact the Economic Research Department

Celia Lam Annie Wong Francis Cheng
LAMCYH1@hkbea.com WONGAYK@hkbea.com CHENGFFS@hkbea.com
3609 1542 3609 1534 3609 1543
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