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 Inflationary pressures of major Asian economies remain elevated, with some 

economies recording a gradual easing. 

 Exports of advanced Asian economies that are dependent on semiconductors and 

consumer electronics remain sluggish, with the decline of South Korean exports 

widening from 7.5% YoY in February to 13.6% in March. 

 The global economic outlook becomes increasingly uncertain with the recent 

liquidity and confidence crisis of US and European banks likely putting further 

pressure on currencies and capital outflows.  

 
Elevated headline inflation and mounting global uncertainty could 
hamper the region’s trade prospects  
 

Headline inflation in major Asian economies remains elevated, with some economies 

recording a gradual easing trend. As for advanced Asian economies, Japan’s headline 

consumer price index (CPI) eased to 3.3% year-on-year (YoY) in February from 4.3% in 

January, chiefly due to energy subsidies partly offsetting the price increases in other 

categories. South Korea's CPI also decelerated to 4.2% YoY in March from 4.8% in 

February. Meanwhile, the inflation trend of ASEAN economies remained largely stable, 

with some posting signs of easing. In February, Singapore's CPI edged down by 0.3 

percentage points (ppts) from the previous month to 6.3% YoY, while Malaysia’s CPI 

stayed at 3.7% YoY over the same horizon. Indonesia’s CPI also decelerated to 5.0% YoY 

in March from 5.5% in February. 

 

On the export front, advanced Asian economies that are dependent on semiconductors 

and consumer electronics, stayed sluggish. Among them, the decline of South Korea's 

exports widened from 7.5% YoY in February to 13.6% in March. Although Japan’s exports 

accelerated to 6.5% YoY in February from 3.5% in January, its first two months’ growth 

was only 5.1% YoY, significantly lower than the 18.2% growth for 2022. Moreover, 

Taiwan's exports also recorded YoY contractions for 6 consecutive months. After falling 
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21.2% YoY in January, Taiwan's exports fell by 17.1% in February. 

 

Export performance of ASEAN economies was mixed. Benefitting from strong exports of 

electrical and electronic, petroleum and liquefied natural gas (LPG) products, Malaysia's 

exports accelerated from 1.4% YoY in January to 9.8% in February. However, Indonesia’s 

exports slowed to 4.5% YoY in February from 16.4% in January. Meanwhile, Singapore's 

non-oil domestic exports saw YoY drop for 5 consecutive months, dragged by the decline 

in electronics, petrochemicals and pharmaceuticals products. After a dropping 25.0% YoY 

in January, Singapore’s non-oil domestic exports declined by 15.6% in February. 

 

Certain Asian central banks gradually adjust their pace of rate hikes 
 

After most Asian central banks raised rates aggressively in 2022, certain central banks 

in the region are gradually adjusting their pace of rate hikes. As inflationary pressures 

are expected to gradually ease in the region and the cumulative impact of interest rate 

hikes on the economy, trade and financial markets begins to surface, certain Asian central 

banks are adjusting their pace of rate hikes. For instance, Bank Negara Malaysia kept their 

policy rate unchanged in March after maintaining at 2.75% at January’s meeting. Bank 

Indonesia also kept the policy rate unchanged at 5.75% in two consecutive meetings in 

February and March. Following a 50-basis point (bp) hike in February, the Central Bank of 

the Philippines also slowed its rate hike pace to 25 bps at the March’s meeting. 

Meanwhile, the Bank of Japan (BoJ) maintained its target band of the 10-year 

government bond yield and the policy rate of -0.1% at March’s meeting. It is expected 

that the new governor of BoJ does not have the need to quickly normalize monetary 

policy amid current global financial volatility. 

 

With the post-pandemic reopening of Mainland China, the Mainland authorities will 

actively promote domestic consumption and investment, which will support the steady 

growth of Asian economies, particularly the tourism and trade sectors. Currently, the 

global economic uncertainties have intensified. Central banks and regulatory bodies 

among various economies are actively preventing the outbreak of systemic crises. The 

recent liquidity and confidence crisis in the US and European banks may trigger another 

round of financial turmoil, resulting in flight for quality by buying into US dollars, etc. As 

a result, Asian economies may face increasing currency depreciation and capital outflow 

pressures. In addition, the rate hike cycle in the advanced economies is yet to be 

completed, which will exert further pressure on the global economy, financial and asset 

markets, clouding the Asian trade outlook and partly offsetting the boosts from the 

Mainland’s reopening.  
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Asian currencies strengthen amid expectations of the US rate hike cycle 
possibly ending soon 
 

In March, several financial institutions in the US were shut down due to liquidity issues, 

adversely impacting investors' confidence in the financial system. However, investor 

confidence stabilized somewhat after the US regulatory bodies intervened to mitigate the 

impact. The latest dot plot of the US Federal Reserve indicated that the median forecast 

of federal funds rate is only 25 bps higher than the current level, the market expects the 

rate hike cycle will come to an end soon thereby supporting the exchange rate of major 

Asian currencies. As of the end of March 2023, Asian currencies such as Malaysian ringgit, 

Indonesian rupiah, South Korean won and Japanese yen strengthened against US dollar 

by 1.6% to 2.5%. 

 

Asian equity markets were mixed. As of the end of March, the benchmark equity indices 

of Japan, Taiwan and South Korea equity markets registered gains of 2.2%, 2.3% and 2.7%, 

respectively, compared to the previous month. However, the benchmark equity indices 

of Singapore, Indonesia, Philippines and Malaysia recorded a decline of 0.1% to 2.2%, 

respectively, over the same horizon.  
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Disclaimer 

This material is prepared by The Bank of East Asia, Limited (“BEA”) for customers’ reference only.  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 expressed solely as general market commentary, and do not constitute an offer 

of securities or investment, nor a solicitation, suggestion, investment advice, or guaranteed return in respect of such an offer. 

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 material 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. 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 material, 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, and may become valueless. Past performance is not indicative of future 

performance. The investments mentioned in this material 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 material. 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. 

 

This material 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 https://www.hkbea.com/html/en/bea-about-bea-economic-research.html. 

For any enquiries, please contact the Economic Research Department of BEA (email: lerd@hkbea.com/telephone number: 

(852) 3609-1504/postal address: GPO Box 31, Hong Kong). 
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