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Economic Growth in Asia Picks Up Modestly

e Asian economies showed improving recovery momentumin Q4 2023.

o Inflationary pressures cooled throughout Asia, with central banks holding

rates steady.

e InJanuary 2024, Asian currencies depreciated against the USD amid

diminishinghopes of a rate cut by the Fedin March 2024.

Improving recovery momentum is seen across Asian economies

South Korea's and Taiwan's economic growth held up in Q4 2023. Advanced
estimatesindicated that South Korea'seconomy grew by 2.2% on a year-on-year
basis (YoY) and 0.6% on a quarter-on-quarter {QoQ) basis in Q4 2023. Growth
was aided by steady private consumption, alarger contribution fromnet exports,
and a rebound in facility investment, while construction and other private
investments were in contraction. For the whole year in 2023, South Korea's
economy grew by 1.4%, which showed a continued moderating trend since 2021
(2022:+2.6%; 2021: +4.3%). Taiwan's economy expanded by 5.1% YoY in Q4 2023,
comparedto 2.3% in Q3 2023. This was backed by a stronger contribution by net
exports, which added 4.7 percentage points (ppts) to headline GDP growth,
followed by private consumption (+2.6 ppts), while investment remained a drag
with a subtraction of 2.3 ppts. In 2023, Taiwan's economy grew by 1.4% after
growingby 2.6% in 2022.

ASEAN economies generally picked up pacein Q4 2023. Singapore's economy
grew by 2.8% YoY in Q4 2023, up from 1.0% in Q3 2023. The manufacturing and
construction sectors were the major drivers for a faster recovery. On an annual
basis, Singapore's economy grew by 1.2% in 2023, down from the 3.6% seen in
2022. Preliminary reports suggested that Malaysia's economy grew by 3.4% YoY
in Q4 2023, slightly higher than 3.3%in Q3 2023. In 2023, Malaysia's economy
was estimated to expand by 3.8%, a slowdown from 8.7% in 2022. This was due
toelevatedinterest rates and weakened global demand, leading to a slowdownin
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construction and stagnant manufacturing activity. Indonesia’s economy grew by
5.0% YoY in Q4 2023, inching up from 4.9% in Q3 2023, with an annual growth
rate of 51% in 2023, down from 5.3% in 2022. Growth was in line with
expectationsand canbe credited to strong private consumption. The Philippines
economy experienced a solid growth of 5.6% YoY in Q4 2023, softening from 60%
in Q3 2023. Additionally, thegrowth rate for 2023 was also 5.6%, short of the 76%
pacein 2022. A healthy job market lifted domestic demand, which was a major
contributor togrowth.

Exports rebounded across many Asian economies

Exports from advanced Asian economies surged. Japan's exportsreversed a 0.2%

YoY drop in November toa 9.7% rise in December 2023. This came as exports to
the Chinese Mainland and the US experienced a large bounce back in December
2023, with exports of semiconductor manufacturing equipmentand automobies
taking the lead. Correspondingly, South Korea's exports rose for the fourth
consecutive month by 18.0% YoY in January 2024 after rising 5.0% in December
2023. While the surge was partly due to a low base and more workdays than a
year earlier, a major factor in the hike was a sharp rise in semiconductor
shipments, especially to the Chinese Mainland. Similarly, Taiwan's exportsrose by
11.8% YoY in December 2023, up from 3.8% in November. The external demand
for semiconductors, a cornerstone of Taiwan's exports, bounced back during the
endof 2023, which supported arecovery in Taiwan's exports.

ASEAN economies'export performance diverged. In December 2023, Malaysia's
exports continued to weaken on a YoY basis, falling by 10.0% after a 6.1% drop in
November. Indonesia's exports declined by 5.8% YoY in December 2023, narrower
than an 8.6% fall the month before. Indonesia's export performance was
pressured in 2023 due to falling prices of its main export commodities, such as
coal, palm oil, and nickel. However, Thailand's exportsrose 4.7% YoY in December
2023, a slight easing from 4.9% in November. The increase was mainly driven by
a rise in the shipments of agro-industrial goods as well as automotive and
electronic products. Vietnam's exports rose sharply by 42.0% YoY in January
2024, largely owing tolow base effects.

Inflationary pressures continue to ease across Asia

Inflation in advanced Asian economies eased further. Japan's headiine CPlI
inflation softened to 2.6% YoY in December 2023, down from 2.8% in November.
Inflation in Japan hasbeen trending downward since April 2023, with the recent
softeningbeing attributable to a slowdown in food price gains. Japan's core CPI
inflation, which excludes fresh foods, also moderated, from 2.5% YoY to 2.3% in
December 2023. South Korea's headline CPI inflation eased from 3.2% YoY in
December 2023 to 2.8% in January 2024, on the back of lower global oil prices.
Its core CPl inflation also slid from 2.8% to 2.5% in January 2024. Furthermore,
Taiwan's headline CPI inflation edged down from 2.9% YoY in November to 27%
in December 2023, whileits core CPlinflation hovered at around 2.4%.

Inflation in most ASEAN economies continued to trend downward. In December
2023, Malaysia's headline CPI inflation stayed at 1.5% YoY, while its core CPI
inflation inched down from 2.0% in November to 1.9% in December 2023.
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Indonesia's headline and core CPI inflation slowed from 2.9% YoY and 1.9% in
November to 2.6% and 1.8% in December 2023, respectively. Thailand's headine
CPl inflationremained negative at -1.1% YoY in January 2024, down from-0.8% in
December 2023. Negative inflation in Thailand is widely regarded as temporary,
driven by energy subsidies. Vietnam's headline and core CPI inflation slowed to
3.4% YoY and 2.7% in January 2024, from 3.6% and 3.0% in December 2023,
respectively.

Asian central banks held their interest rates unchanged. In January 2024, the
Bank of Japan (BoJ) decided to keep its monetary easing unchanged. However,
the Bod showed a hawkish tilt by stating that thelikelihood of hittingitsinflation
target hascontinuedtorise gradually. With the annual wage negotiations likely to
confirm a continued uptrend in wage growth by Q1 2024, it is increasingly
possible for the BoJ to exit its negative interest rate policy in the next couple of
meetings. Similarly, the Bank of Korea (BoK) heldits base rate unchanged at 3.5%.
The Bank pointed out that inflation remained elevated and will assess domestic
andexternal conditions before alteringits restrictive policy stance. In ASEAN, the
central banks of Indonesiaand Malaysia both kept their benchmark interestrates
unchangedduringtheir latestmeetings.

Asian currencies depreciated while their equity markets diverged

Asian currencies depreciated against the USD in January 2024 as the
prospects of a rate cut by the Fed in March 2024 dwindled. The Fed's latest
meetingrevealed thatit was unlikely to cut ratesin the upcoming March meeting,
as more evidence of slowing inflation will be needed. Asian currencies such as
the Singapore dollar, the Malaysian Ringgit, the Korean Won, the Japanese Yen,
etc. all depreciated against the USD by arange of 1.5% to 4.0% in January 2024,
comparedto the end of December.

Asian equity markets showed divergent performance in January 2024. The
benchmark equityindices of Japan, Malaysia, and the Philippines all rose month-
on-month (MoM) by 8.4%, 4.0%, and 3.0% by end-January 2024, respectively,
compared to end-December 2023. Nevertheless, Indonesia and Taiwan's
benchmark indices fell moderately by 0.9% and 0.2% MoM, with South Korea,
Singapore, and Thailand benchmarkindices all experiencing wider MoM losses of
6.0%, 2.7%, and 3.6% by end-January, compared to end-December.
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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).
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