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Japan's economy softened in the last quarter of 2023

e Japan'sgrowth softenedin Q4 2023, while Thailand's missed expectations.

e Inflation broadly eased across most Asian economies, and most central

banksheldrates steady.

e Asian equity marketsgrew solidly in February.

Japan's economy softened in Q4 2023, while Thailand's also
missed expectations

Japan's economy shrank for two consecutive quarters. Preliminary estimates
indicated that Japan's economy softened, with a 0.1% quarter-on-quarter (QoQ)
contractionin Q4 2023, after a 0.8% drop in Q3, which is typically considered to
be entering a technical recession. On a year-on-year (YoY) basis, Japan's
economy grew by 1.0%in Q4 2023, down from 1.7% in Q3. Weakened momentum
was seen in underwhelming private consumption (-0.2% QoQ and -0.5% YoY in
Q4) anddisappointing gross fixed capital formation (-0.3% QoQand+0.1% YoY in
Q4). Despite this, exportsimprovedin Q4 2023, growingby 2.6% QoQ and 3.6%
YoY, which reduced the drag from sluggish domestic demand. For the year 2023
as a whole, Japan's economy grew by 1.9%, an uptick from 1.0% in 2022
Meanwhile, due to the JPY depreciation and the EUR appreciation in 2023,
Japan's nominal GDP during 2023 would be USD 4.2 trillion, lower than
Germany's USD 4.5 trillion, meaningaslip of global ranking from 3™ to 4% place
for Japan'seconomy.

Thailand's economic growth in Q4 2023 was below expectations. In Q4 2023,
Thailand's economy expanded by 1.7% YoY, up slightly from 1.4% in Q3. The
market consensus was expecting a growth of 2.6% YoY for Q4 2023. On a QoQ
basis, the economy fell by 0.6%, larger than the expected drop of 0.1%. During Q4
2023, private consumption and exports took the lead with growth rates at 74%
YoY and 4.9%, respectively, but the headline growth was weighed down by faster
importsand the declinesin government consumption (-3.0%) andinvestment (-
0.4%). In 2023, Thailand'seconomy grew by 1.9%, down from 2.5% in 2022.
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External demand continued to recover at the start of 2024

Exports from advanced Asian economies surged. Japan's exportsrose by 11.9%
YoY in January 2024, after rising by 9.7% themonth before. The surge was led by
exportstothe Chinese Mainland andthe US, especiallyin automobiles, electrical
machinery and chemicals. South Korea's exports grew by 4.8% YoY in February,
followingan 18.0% rise in January. This was supported by a 66.7% YoY increase in
semiconductor exports. Taiwan's exports accelerated from YoY growth of 11.7%in
December 2023 t018.1% in January 2024, driven by electronic components.

ASEAN economies' exports generally picked up. Singapore's non-oil domestic
exports reversed a 1.5% YoY decline in December 2023 to a 16.8% expansion in
January 2024, largely due to a low base in 2023. Exports from Malaysia bounced
back significantly, with 8.7% YoY growth in January 2024 from a 10.1% drop in
December 2023. The rebound was propelled by demand for petroleum, electrical
and electronic products. Thailand's exports expanded by 10.0% YoY in January,
up from 4.7% in December, thanks to alow base. Meanwhile, Indonesia's exports
shrank by 8.1% YoY in January, after dropping by 5.8% the month before.

It should be noted that the different timing of the Chinese New Year holidays in
2023 and 2024 would have a visible distortion on trade performance in the region,
makingit difficult to conduct a complete assessmentbased on the January data.
With more data available ahead, we would have a clearer picture in regard to
whether the external demand is set to gradually recover in 2024.

Most Asian central banks kept rates steady as inflation eased

Inflation in Japan and Taiwan slowed further, while South Korea's picked up.
Japan's headline CPI inflation slowed from 2.6% YoY in December 2023 to 22%
in January 2024. Likewise, Japan's core CPlinflation (which excludes fresh food)
dropped from 2.3% YoY t02.0%. The readings werein line with market consensus.
With the impacts of government relief measures set to fade from February,
inflation is anticipated to rebound in the coming months. In this connection,
expectations for the Bank of Japan to end its negative interest rate policy
continue to run high. On the contrary, South Korea's headline CPI inflation
accelerated from 2.8% YoY in January to 3.1% in February, mainly driven by higher
prices for agricultural products, while core CPlinflation remained steady at 25%.
Taiwan'sheadline CPland core CPI inflation decelerated from 2.7% in December
t0 1.8% YoY in January, and from 2.4% YoY to 1.6%, respectively.

Among ASEAN economies, inflation broadly eased. Singapore's headline and
core CPI inflation moderated to 2.9% YoY and 3.1%, respectively, in January.
Malaysia's CPl inflation was unchanged at 1.5% YoY in January. Indonesia’s CPI
inflation picked up 0.4 percentage points to 2.8% YoY in February, propelled by an
increase in food prices, in particular rice. But Indonesia's core CPI inflation

remained steady at 1.7%. Thailand's headline CPlinflation stayed negative at -08%

in February, up from -11% in January. Thailand's core CPI inflation remained
muted at 0.4% YoY in February. Vietnam's headline and core CPI inflation
accelerated to 4.0% YoY and 3.0% in February from 3.4% and 2.7% in January,
respectively.
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Asian central banks kept their interestrates unchanged. The Bank of Korea (BoK)
leftitsbase rate unchanged at 3.50% duringitslatest meetingin March. The BoK

pointed to uncertainties surrounding inflation. In forming monetary decisions,

they would also consider factors such as global geopolitical risks, exchange rate

volatility, and other central banks' decisions. Bank Indonesia (Bl) decided to hold

its benchmark interest rate steady at 6.00%. Bl stressed that they focus on

strengthening the stability of the Indonesian rupiah and containing inflation

within their target range. The Bank of Thailand heldits policy rate at 2.50%. The

central bank of the Philippinesalso kept its key benchmark interest rate stable at

6.50%.

Asian equity markets gained in February, while the currencies in
the region generally remained relatively stable against the USD

Asian currencies were largely stable in February against the USD. In February,
the Philippine Peso, Indonesian Rupiah, and Korean Won appreciated modestly
by a range of 0.2% to 0.4% month-on-month (MoM). Meanwhile, the Malaysian
Ringgit, Singaporean Dollar, Taiwanese Dollar, and Thai Baht, depreciated
modestly by a range of 0.2% to 1.1% MoM, while the Japanese Yen depreciated a
bit more, down by 2.0% MoM.

Asian equity markets generally posted gains in February. Apartfrom Singapore,
most major equity marketsin Asia grew in February. Equity marketsin Thailand,
Indonesia, and Malaysia went up by a range of 0.5% to 2.5% MoM in February.
Equity markets in Japan, South Korea, Taiwan, and the Philippines gained
markedly by a range of 4.5% to 7.9% MoM, while Singapore's equity market was
down by 0.4%.
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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 andreasonably 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. Theinformation, 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 HongKong, 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, expressor implied, is given by or on behalfof BEA, as tothe accuracy or
completeness of the informationand stated returns containedin this material, and noliability 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 investment decisions based on your own investmentobjectives,
investmentexperience, financial situation, and specific needs; if necessary, you should seek independent
professional advice before makingany investment.

This materialisthe property of BEA andis protectedby relevant intellectual property laws. Without the 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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