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Asian Economies Showed Stabilising Growth Momentum

e Earlyeconomicdataindicated stabilising growth momentum for Asian economies in
Q3.

e Inflationary trends across Asia remained mixed. A few Asian economies tightened
their monetary policy further as the Bank of Japan (BoJ) increased flexibility on its
yield curve control policy and several ASEAN central banks raised rates.

e Asian equity markets were generally down in October, while most currencies

continued to be under pressure.

Most Asian economies saw stabilising growth momentum in Q3 2023

Asian advanced economies generally saw improving momentum. In Q3 2023, South
Korean GDP grew by 0.6% quarter-on-quarter (QoQ), thesame paceasinQ2.0n a year-
on-year (YoY) basis, South Korea’s economy grew by 1.4%in Q3, up from a growth of 09%
in Q2. Improvements were observed across major expenditure components in Q3.
Meanwhile, Taiwan's GDP expanded by 2.3% YoY in Q3, up from 1.4% in Q2. The
acceleration was driven by strong private consumption, which offset the drag from
contracting exports.

Several ASEAN economies also reported stabilising growth. Singapore’s economy grew
moderately by 0.7% YoY in Q3, slightly up from0.5%in Q2. On a QoQ basis, Singapore’s
GDP expanded by 1.0%inQ3, up from0.1%inQ2. The stronger QoQ growth was fueled
by an uptickintourismand a recovery in the manufacturing sector. The latter turned to
a positive 0.2% QoQ growth in Q3 from a contraction of 1.5% in Q2. Malaysia’s GDP
growth accelerated to 3.3% YoYin Q3, up from 2.9%in Q2. This reflected faster growth in
retail trade and tourism as well as a rebound in the agricultural sector. Vietnam's
economy continued to improve with a growthof 5.3% YoY in Q3, followinga 4.1% growth
in Q2. Faster growth was propelled by stronger industrial production, which picked up
from2.1% YoY growthin Q210 5.2%in Q3. Indonesia’s economy decelerated slightly to a
growth of 4.9% YoY in Q3, comparedto a 5.2% growth in Q2. The slowdown is attributable
to a slump inexports, weakened household consumption, and tight monetary policy.
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Asian export performance showed initial signs of improvement. Most advanced Asian
economies reported positive YoY growth in exports. South Korea’s exports rose by 5.1%
YoY in October, after 13 consecutive months of decline. Improving exports of cars and
semiconductors was the major boost. Japan’s exports also recovered from a 0.8% YoY
decrease in August to a 4.3% increase in September, the first rise in three months. The
rebound in exports was primarily driven by an increase in the exports of cars. Similarly,
Taiwan’s exports recovered to a growth of 3.4% YoY in September, upfroma 7.3% decline
in August, following 12 consecutive months of decline. This reflected improving demand
for major Taiwanese exports, such as semiconductors and information, communication,
& technology products.

Meanwhile, most ASEAN economies reported a decline in exports, albeit at a reduced
scale. Singapore’s non-oil domestic exports dropped by 13.2% in September, up from a
22.5% decline in August. Malaysia’s exports contracted in September by 13.7% YoY, up
from an 18.7% decline in August. On the other hand, Thailand’s exports recorded a
second straight month of YoY growth at 2.1% in September, aftera 2.6%growth in August.
Meanwhile, Vietnam'’s exports continued an upward trend, registering an increase of
5.9% YoYin October, followingan increase of 2.1% in September.

While Asian inflationary trends remained mixed, a few Asian central
banks tightened monetary policies further

Advanced Asian economies reported higher headline but softer core inflation. South
Korea’s consumer priceindex(CPl) advanced ata faster pace, at3.8% YoY in October, up
from 3.7% in September. That said, South Korea’s core CPI inflation moderated to 3.2%
YoY in October, down from 3.3% in September. Japan’s CPl inflation eased slightly from
an increase of 3.2% YoY in August to 3.0% in September, a 13-month low. Furthermore,
Japan’s core CPI inflation, which excludes fresh food, also eased to 2.8% YoY in
September, down from 3.1% in August. On the contrary, Taiwan’s CPI inflation rose from
2.5% in August to 2.9% YoY in September, an 8-month high. It was led by higher food
prices due to the agricultural losses caused by a typhoon. Taiwan’s core CPI inflation
remained steady at 2.5% YoY in September.

Inflation in ASEAN economies saw mixed performance. In September, Singapore’s CPI
increased by 4.1% YoY, up marginally from the 4.0% increase in August. The bump was
due to quickened growth incommunication and transport prices. Thailand’s CPI was up
0.3% YoY in September, slowing from a 0.9% growth in August. Thailand’s core CPI
inflation also slowed slightly, from 0.8% YoY in August to 0.6% in September. Malaysia’s
CPl inflation was down slightly to 1.9% YoY in September, with its core inflation remaining
flatat2.5% YoY. Moreover, Indonesia’s CPI experienced anuptickto a rise of 2.6% YoY in
October, comparedto a 2.3%increasein September. This was largelydriven by a climb in
food prices caused by severe weather conditions, es pecially rice.

The Bank of Japan modified its monetary pools, paving the way for further
normalisation. While holding its short-term interest rate unchanged at -0.1%, the Bank
of Japan (BoJ) modified its Yield Curve Control (YCC) monetary policy again by re-defining
the upper bound of 1.0%for the 10-year Japanese Government bond (JGB) yields as a
reference, which meansthatthe 1.0%targetlevel is nolonger a rigidcapand the BoJ is
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notforced to buy JGB when the capis hit. This signals thatthe BoJ is taking a significant
step to end its YCC policy in the near future. Meanwhile, the Bank of Korea (BoK)
maintained the base rate at 3.5% at their October meeting and highlighted the need to
monitor the development of inflation and household debts before deciding to change
rates.

A few ASEAN central banks raised rates at their most recent meeting. Bank Indonesia
(BI) raised the Bl 7-day reverse repo rate by 25 basis points (bps) to 6.0% at its October
meeting. The move was perceived as aneffortto stabilise the Indonesian Rupiah against
increased global uncertainty, particularly tighter financial conditions amid a hawkish US
Fed. Meanwhile, the central bank of the Philippines, the Bangko Sentralng Pilipinas (BSP),
decided to raiseits reverse repurchase rate by 25 bps from 6.25% to 6.5%. This was aimed
at preventing a rise in supply-side price pressures, which would destabilise inflation
expectations. In Malaysia, Bank Negara Malaysia decided to keep its overnight policy rate
unchanged at3.0%.

Most Asian currencies depreciated as the US Dollar’s strength persisted

Major Asian currencies depreciated against the US dollar. As of the end of October,
currencies such as the Singapore Dollar, Philippine Peso, Taiwanese Dollar, and Korean
Won weakened marginally against the US Dollar by a range of 0.1%to 0.5% compared to
the previous month, whereas the Indonesian Rupiah, Japanese Yen and Malaysian Ringgit
depreciated more, down by 2.7%, 1.5% and 1.4%, respectively, against the US Dollar. Itis
worth mentioning that the Japanese Yen exceeded the 150 level against the US Dollar at
the end of October, a level that could trigger the Japanese Government to intervene. On
the contrary, the Thai Bahtappreciated 1.3% against the US DollarinOctober.

Most equity markets in Asia declined in October, except for Malaysia. The benchmark
equity indices of Japan, South Korea, Singapore, Indonesia, Taiwan, and Thailand all
experienced month-on-month (MoM) losses ranging from 2.2%to 7.6% comparedto the
end of September. In contrast, Malaysia’s benchmark equity index rose 1.3% MoM
compared to end-September, which would be associated with rising market optimismin
Malaysia’s 2024 Budget.

MARKET MONITOR

November 2023

Policy Ratesin Selected Asian
Economies

Philippines
Malaysia

Source: Bloomberg

Selected Asian Currencies against
usD Index (31/7/2023 = 100)

94

9%

98
100 A

102 SSAAA A
104 BN i
\"VA ‘n‘

106
108
110
8/23 9/23 10/23 11/23

Japarese Yen e KOrean Won
Malaysian Ringgit Thai Baht

Source: Bloomberg, data asof 31/10/2023

Selected Asian Equity Indices
Index (31/7/2023 = 100)

8/23 9/23
e Japan
Malaysia
Source: Bloomberg, data asof 31/10/2023

10/23 11/23
South Korea

Taiwan




& BEARDRIT

Economic Research November 2023

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 hereinare expressedsolely as general market commentary, and do not constitute anoffer
of securities orinvestment, nor a solicitation, suggestion, investment advice, or guaranteed returnin respect of such an offer.
The information, forecasts, and opinions contained herein are as of the date hereof and aresubject 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, HongKong Monetary Authority, or any regulatory authority
in Hong Kong.

BEA will updatethe published research as needed. In additionto certain reports published on a periodic basis, other reports
may be published atirregular intervals as appropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to theaccuracy or completeness of the
information and stated returns contained inthis material, and no liabilityis accepted forany loss arising, directlyor indirectly,
fromany 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 BEAand is protected by relevantintellectual propertylaws. Without the prior written consent
of BEA, the information hereinis 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
aredeveloped later.

For moreinformation, 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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