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Exports Stabilised with Softening Inflation across Asia

o Exportsof Asian economies generally stabilised towards the year-end.

e Inflation cooled further across most Asian economies. Along with the Fed's

recent dovish pivot, this provides an optimistic outlook for rate cutsin 2024.

e InDecember 2023, Asian currencies appreciated againstthe US dollar, and

most Asian equity markets saw positive returns.
Exports across Asia generally stabilised near the end of 2023

Exports inadvanced Asian economies held up. Japan's exportsfell by 0.2% year-
on-year (YoY)in November 2023, after arise of 1.6% in October. That said, Japan's
exports showed a growth of 8.9%YoY in the first 10 days of December. Meanwhile,
South Korea's exports continued to grow, up by 51% YoY in December, following
a growth of 7.7% in November. This marked the third monthly expansionin arow,
along with a gradual recovery trend for the semiconductor sector. Additionally,
Taiwan's exports returned to positive growth, with a 3.8% YoY expansion in
November, up froma contraction of 4.5% in October. Taiwan's export orders also
increased by 1.0% YoY in November, signaling that a recovery in global demandis
likely underway.

Pressure on ASEAN economies’ exports eased further. Vietnam'’s exports rose
further to 13.1% YoY in December 2023, up from 6.7% in November. Stronger
exports led to a pickup in Vietham's manufacturing output and lifted its GDP
growth to 6.7% YoY in Q4 2023, up from 5.5% in Q3 2023. Singapore's non-oil
domestic exportsgrew by 1.0% YoY in November, ending 14 consecutive months
of contractions since October 2022. While the uptick was mainly driven by a low
base in 2022, Singapore's manufacturing Purchasing Managers' Index has
gradually improved in Q4 2023. In addition, Thailand's exports softened from
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8.0% YoY growthin October to 4.9%in November, serving as the fifth consecutive
month of expansion. Malaysia and Indonesia's exports continued to showsigns of
stabilization, albeit remaining in contraction, with their latest readings down by
5.9% YoY and 8.6% in November, respectively.

Inflation cooled across Asian economies

Inflation in advanced Asian economies has softened. Japan's CPI inflation
slowedto 2.8% YoY in November 2023 from 3.3% in October. Moreover, core CPl
inflation, which excludes fresh foods, dropped to a 16-month low at 2.5% YoY in
November from 2.9% in October. Slower inflation reflected declining electricity
andgas prices andeasing price gainsin goods. South Korea's headline and core
CPl inflation eased slightly from 3.3% YoYin November to 3.2% in December and
from 2.9% to 2.8%, respectively. In addition, Taiwan's headline and core CPI
inflation in November came down slightly by 0.1 percentage point to 2.9% and
2.4% YoY, respectively, in comparison to October'sfigures.

Inflation in ASEAN economies has broadly decelerated. In December 2023,
Indonesia's CPl inflation dipped to 2.6% YoY from 2.9% in November. Vietnam's
CPI inflation went up slightly from 3.5% YoY in November to 3.6% in December,
but its core CPI inflation eased from 3.2% to 3.0%. In the meantime, Malaysia's
CPI inflation cooled from 1.8% YoY in October to 1.5% in November. Singapore's
CPI inflation decelerated in November to 3.6% YoY, down from 4.7% in October.
Elsewhere, Thailand's CPI continued to decrease on a YoY basis, falling by 0.4%
in November after a decrease of 0.3% in October. Thiswas partially attributed to
lower diesel prices that stemmed from the Thai government'senergy policies.

Asian central banks decided to hold their interest rates unchanged. In
December 2023, the Bank of Japan (BoJ) maintained its monetary policy tools
unchanged, which was widely anticipated. But the BodJ did not offer any hint of
changingits monetary stancein its post-meeting statement, which led to higher
volatility for the Japanese Yen, as expectations for the BoJ to exit its negative
interest ratepolicy have surgedrecently. Meanwhile, the central banks of Taiwan,
Indonesia and the Philippines held their monetary meetings in December and
kept their interest rates unchanged. Outside Asia, the US Federal Reserve
revealedlargerrate cutsin 2024 thanits previously projected estimates, marking
a notable dovish pivot. Together with a softening inflation trend in Asia, a less
hawkish Fed's monetary stance offers an optimistic outlook for Asian central
bankstobegin cuttingratesin 2024.
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In December 2023, Asian currencies appreciated against the US
dollar, and most Asian equity markets saw positive returns

Asian currencies appreciated against the US dollar in December 2023 as global
financial conditions loosened. The Fed's dovish pivot sent US treasury yields
lower, leading to a weakening US Dollar (USD). The Korean Won and the
Philippine Peso remainedrelatively steady against the USD, both appreciating by
0.2% in December compared to end-November. Moreover, the Malaysian Ringgit,
Singapore Dollar, and Taiwanese Dollar appreciated by a range of 1.3%-18%.
Meanwhile, the Thai Baht and the Japanese Yen appreciated substantially more
by 3.1% and 51%, respectively.

Most Asian equity markets saw positive returns in December 2023, except for
the Nikkei. Similar to theforeign exchangemarkets, risk-on sentimentamidrising
expectations of rate cuts also fuelled most Asian equity markets. Benchmark
indices in South Korea, Indonesia, Singapore, Thailand, and Taiwan finished the
year strong, growing by a range of 2.6%-5.4% in December, compared to end-
November. Other indices, such asin Malaysia and Japan, heldlargely unchanged
compared to end-November, with Malaysia's growing by 0.1% and Japan's falling
by 0.1%. Despite this, the Nikkei 225 (Japan's benchmark index) outperformed
most other Asian indices, climbing by over 28% in 2023.
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Disclaimer

This material is prepared by The Bank of East Asia, Limited ("BEA") for customers'referenceonly. Thecontent
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 orinvestment, nor a solicitation, suggestion, investment
advice, or guaranteedreturnin 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 investmentproduct or market recommendations. This material has not been reviewed by the Securities
and Futures Commission of HongKong, Hong Kong Monetary Authority, or any regulatory authority in Hong
Kong.

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

No representationor warranty, expressor implied, is given by or on behalfof BEA, as totheaccuracy or
completeness of theinformationand statedreturnscontainedin this material, and no liability isaccepted for any
loss arising, directly or indirectly, fromany use of such information (whether due toinfringements or contracts or
other aspects). Investment involvesrisks. The price ofinvestment products may go up or down, and may become
valueless. Past performanceis not indicative of future performance. The investments mentionedin this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipientare not considered. Therefore, you should not make any investment decisions
based solely on this material. You should make investmentdecisions based on your own investmentobjectives,
investmentexperience, financial situation, and specific needs; if necessary, you should seek independent
professional advice before makingany investment.

Thismaterialisthe property of BEA andis protected by relevant intellectual property laws. Withoutthe prior
written consentof BEA, theinformationherein isnot allowed to be copied, transferred, sold, distributed,
published, broadcast, circulated, modified, or developed commercially, in either electronicor printed forms, nor
through any media platforms thatexist now or are developed later.

For more information, please visitour 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).

© 2024 The Bank of East Asia, Limited

MARKET MONITOR


https://www.hkbea.com/html/en/bea-about-bea-economic-research.html
https://www.hkbea.com/html/en/bea-about-bea-economic-research.html
mailto:lerd@hkbea.com

