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Mixed Performance in Asian Economies

e Asianeconomies showed mixed performanceinQ3.

e Asian exports stabilised recently, probably reflecting a low comparison base and
gradually improved external demand.

e Inflationarypressure remained steady in Asia. And a less hawkish Fed allowed Asian

central banks to holdrates unchanged.

Asian economies showed mixed performance in Q3

Japan’s economy unexpectedly lost steam. n Q3, Japan’s economy fell short of market
consensus, with year-on-year (YoY) growth of 1.2%, down from 1.7%inQ2.Ona quarter-
to-quarter (QoQ) basis, Japan’s GDP fell by 0.5% in Q3, down from a growth of 1.1% in
Q2. Theslowdown was mainly caused by waning demand, both domestically and abroad.
Private non-residential investment fell by 0.6% QoQ inQ3, after a 1% contraction in Q2.
Meanwhile, exports of goods and services slowed from a QoQ growth of 3.9% in Q2 to
0.5% in Q3. Against this backdrop, Japan’s cabinet approved a JPY 13.2 trillion extra
budget on tax cuts, inflation relief programs, and support for enterprises, etc.

ASEAN economies economic performance was mixed but largely stabilised. Recently,
Thailand and the Philippines reported their Q3 growth results. For Thailand, economic
growth was belowmarket expectations, with its YoY growth slowing slightlyfrom 1.8%in
Q2 t0 1.5%inQ3. The slowdown mainlyreflected a drop in public s pending and weakened
export performance. For the Philippines, the economy posted stronger growth at 59%
YoY in Q3, up from 4.3% in Q2. The acceleration was supported by heightened
government spending as well as a rebound in the services sector. As other ASEAN
members have already released their Q3 economic performances, we have a clearer
picture of the macroeconomic landscape in ASEAN. Overall, growth momentum in the
region stabilised in Q3 after a notable deceleration in Q2. In particular, Singapore,
Malaysia, Vietnam and the Philippines all posted faster growth during the quarter.
Looking ahead to 2024, the stabilisation of exports, solid domestic demand, and the
loosening of monetary policycan leadto continued economicgrowth inAsia.
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Exports in advanced Asian economies generally rose. South Korea’s exports rose again
with a 7.8% YoY rise in November, a bump from the 5.1% increase in October. This was
the second straight month of expansion in exports, after over a year of declines. The
recovery was mainly powered by a reboundin demandfor semiconductors, a key export
for South Korea. Japan’s exports rose for the second consecutive month, up by 1.6% YoY
in October after a 4.3% increaseinSeptember. Therise was led by an increase i nexports
to the US and the EU, mostly automobile shipments, which offset the reductionin exports
to other Asianeconomies. Meanwhile, Taiwan’s exports fell froma YoYincrease of 34%
in September to a 4.5%drop in October, partly due to a higherbasein2022.

ASEAN economies export performance continued to stabilize. Singapore’s non-oil
domestic exports declined by 3.4% YoYin October, up froma 13.2% drop in September.
Indonesia’s exports fell by 10.4% YoY in October, up from a 16.2% drop in September.
Malaysia’s exports decreased by 4.4% YoY in October, upfroma 13.8% drop in September.
On the other hand, Thailand’s exports rose by 8.0% YoY in October, up from 2.1% in
September. The rise was driven by elevated shipments of agricultural products and
industrial goods. Vietnam also posted faster export growth in November, at6.7% YoY up
from 5.9% in October. Overall, the improving growth seen in ASEAN’s exports probably
reflected improved external demand.

Asian central banks held rates unchanged as inflation pressure eased

Inflation in most advanced Asian economies edged higher. Japan’s CPlinflation climbed
by 3.3% YoY in October, a faster rate than the 3.0% growth in September. Moreover.
Japan’s core CPl inflation, which excludes fresh foods, rose 2.9% YoY in October, a slight
uptick froma 2.8% increase in September. Additionally, Taiwan’s CPI inflation was up 3.0%
YoY in October, which was a slight bump from a 2.9%rise in September. This was caused
by therisein food prices due to agricultural damage from typhoons. Accordingly, Taiwan’s
coreCPl inflation (which excludes fruit, vegetable, and energy prices) remained stable at
2.5%. On the contrary, South Korea’s inflation cooled slightly, with its CPI inflation
decelerating from 3.8% YoY in October to 3.3% in November. South Korea’s core CPI
inflationalsoslowed from3.2%to 3.0%.

ASEAN economies still recorded diverging inflation figures. Indonesia and Vietham
reported their inflation figures for November, with their CPI growingsteadily at 2.9% YoY
and 3.5%, respectively. Singapore’s inflation increased, with its CPI and core CPI
accelerating to 4.7% YoY and 3.3% in October, up from 4.1% and 3.0% in September,
respectively. Malaysia’s headline CPI inflation moderated to 1.8% YoY in October,
marginally down from 1.9% in September. This was attributed to a higher baselast year
and a slower growth infood prices. Thailand’s CPlinflationdropped 0.3%YoY in October,
in contrasttoa 0.3%increasein September. [twas dueto the drop in energy and goods
prices following government support measures. In regards to core CPI inflation, both
Malaysia and Thailand posted similar YoY figures in October as they did in September.
Price growth in the Philippines remained el evated, with CPland core CPI inflationat 49%
YoY and 5.3% in October, respectively.
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Asian central banks heldrates unchanged. As global financial markets increasingly priced
in that the Fed has reached the peak of the rate hike cycle, the US dollar turned into a
somewhat softening trend, reducing the tightening pressure faced by Asian central banks.
In November, the Bank of Korea, BankIndonesia, the Bangko Sentral Ng Pilipinas and the
Bank of Thailand held monetary policy unchanged. Compared to the advanced
economiesin North America and Europe, inflation pressurein Asia is relatively moderate.
With easing expectations for further tightening by the Fed, Asian economies are likely to
seesomeroom for rate cutsin2024.

Most Asian currencies appreciated as tightening fears eased

Major Asian currencies appreciated against the US dollar in November. During the
month, rising expectations thatthe Fed is done withtheirrate hikes, coupled with a drop
in UStreasury yields, have contributedto a rally of Asian currencies against the US dollar.
In November, currencies such as the Japanese Yen, the Malaysian Ringgit, the Korean
Won, the That Baht, etc., all appreciated against the USD by a range of 2.1% to 4.7%
comparedto end-October.

Most Asian equity markets rose in November after adownturn in the previous month.
In November, the Japanese, Taiwan, and Korean benchmark indices bounced back
immensely with 8.5%, 9.0%, and 11.3% MoM (month-on-month) gains, respectively,
compared to end-October, while other Asian benchmarkindices in Malaysia, Indonesia,
and the Philippines recorded MoM gains ranging from 0.7%to 4.9%. On the other hand,
Thailand’s benchmark index recorded a slight MoM decline of 0.1%.

MARKET MONITOR

December 2023

Policy Rates in Selected Asian
Economies

[22]

o~

S~

(32]
Philippines South Korea
Indonesia Thailand

Source: Bloomberg

Selected Asian Currencies against
usD

Index (31/8/2023 = 100)

94
96
98
100
102
104
106
108
9/23 10/23

Japarese Yen e KOrean Won
Malaysian Ringgit Thai Baht

Source: Bloomberg, data asof 30/11/2023

11/23 12/23

Selected Asian Equity Indices
110

105
100
95
90
T ———
9/23 10/23 11/23 12/23
— |apan e South Korea
Malaysia Taiwan

Source: Bloomberg, data asof 30/11/2023



& BEARDRIT

Economic Research December 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 an offer
of securities orinvestment, nor a solicitation, suggestion, investment advice, or guaranteed returnin respect of such an offer.
The information, forecasts, and opinions contained herein areas of the date hereof and are subject to change without prior
notification,and should not beregarded 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 update the 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, northrough 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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