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Market Monitor — Asia

Most Asian economies posted solid growth in 2024

e South Korea, Taiwan, Singapore and Malaysia posted further growth in 2024,
albeit with varied paces in the last quarter.

e The Bank of Japan raised rates and revised up its inflation forecast, while
Bank Indonesia unexpectedly eased.

e Asian currencies stabilised after months of depreciation.

South Korea's economy softened in Q4 2024, while other Asian
economies grew solidly

South Korea's economy has been partly clouded by political uncertainty. South GDI? of Advanced Asian Economies
Korea's GDP expanded by 2.0% in 2024, improving from 1.4% in 2023, but its 12%

. . 10%
quarterly readings revealed a clear slowdown in momentum, partly dragged by 8%

recent political turmoil in December 2024. In Q4 2024, South Korea's GDP grew qg)’ 6%
by 1.2% year-on-year (YoY), down from 3.3%, 2.3% and 1.5% from Q1 to Q3 2024, g 4%
respectively. Specifically, private consumption and exports of goods & services > 2%
slowed from 1.4% YoY and 6.8% in Q3 to 1.2% and 3.1% in Q4, respectively. Gross 0%
fixed capital formation even fell by 1.1% YoY in Q4, the third consecutive quarterly 2% \/

-4%

decline. In January, exports dropped by 10.3% YoY, the first contraction following .
-6%

a 15-month uptrend. While the annual comparison was likely distorted by the 2021 2022 2023 2024
differing timing of Chinese New Year in 2024 and 2025, there are rising concerns South Korea
over the strength of external demand, particularly since the Trump administration Source: Bloomberg

has already implemented its tariff measures. Going forward, political instability

and trade protectionist measures are set to result in a highly uncertain outlook

for South Korea's economy. In mid-January, the Bank of Korea (BoK) released its

updated forecast, expecting slower GDP growth between 1.6% and 1.7% in 2025.

Taiwan

Taiwan's economic growth hit a 3-year high in 2024. Taiwan's GDP growth
reached 4.3% in 2024, compared to 11% in 2023. The turnaround was largely
driven by a marked rebound in capital formation, which surged by 12.1% in 2024
after a 10.1% decline the previous year and contributed 3.0 percentage points
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(ppts) to headline GDP growth. Meanwhile, quarterly readings indicated softer
growth of 1.8% YoY in Q4, compared to 4.2% in Q3. This slowdown reflected both
high-base effects as well as a much faster growth in imports than exports. While
Taiwan's economy also faces headwinds from US tariffs, a further expansion of
the global Al cycle should support a steady outlook in 2025.

Singapore and Malaysia posted solid GDP growth in 2024. Singapore's GDP
growth accelerated from 1.1% in 2023 to 4.0% in 2024, the strongest pace since
2021. This strong performance was primarily driven by a vigorous rebound in the
manufacturing sector and a faster-growing services industry. GDP growth in Q4
moderated but remained solid at 4.3% YoY, compared to 5.4% in the previous
quarter. Malaysia's economic growth also improved significantly, rising from 3.6%
in 2023 to 5.1% in 2024, buoyed by strong domestic demand and a recovering
external sector. On the industry side, Malaysia's services sector maintained solid
growth at 5.3% in 2024, while the manufacturing sector notably accelerated from
0.7% in 2023 to 4.2% in 2024. In Q4, economic momentum remained steady with
GDP growth at 4.8%, compared to 5.3% in Q3.

US trade policy uncertainty casts a shadow over Asia's export outlook. In his
first month of office, US President Trump imposed an additional 10% tariff on all
Chinese imports from 4" February and mentioned the EU as the next target, while
keeping the proposed tariffs on Canada and Mexico on hold for 30 days until 4"
March following preliminary negotiations. These developments indicate a clear
move towards rising trade barriers, which are expected to increase the cost of
trade, disrupt global supply chains, and ultimately impede Asia's export
performance. Going forward, Asian economies would need to rely more heavily
on domestic investment and consumption to sustain their recovery.

Japan's inflation accelerated while price gains in other Asian
economies remained in check

Japan's inflation accelerated, while inflation in South Korea and Taiwan stayed
stable. Japan's headline and core inflation (excluding fresh food) surged further
to 3.6% YoY and 3.0% in December 2024, up from 2.9% and 2.7% in November,
respectively. Its core-core CPI inflation (excluding fresh food & energy) stayed
unchanged at 2.4% YoY in December, reflecting that underlying inflationary
pressure was still in check. South Korea's headline and core inflation remained
stable at 2.2% YoY and 1.9% in January 2025, up from 1.9% and 1.8% in December
2024, respectively. Taiwan's headline and core inflation rates were unchanged at
2.1% YoY and 1.7% in December 2024, respectively.

ASEAN's inflation was mixed. Indonesia's headline inflation decelerated from
1.6% YoY in December 2024 to 0.8% in January 2025, due to the implementation
of electricity discounts. Indonesia's underlying inflation remained steady, with its
core inflation at 2.4% YoY in January 2025, up from 2.3% the previous month.
Thailand's headline inflation increased to 1.2% YoY in December from 1.0% in
November, with core inflation remaining steady at 0.8%. Singapore's inflation
stayed at 1.6% YoY in December, while its core inflation moderated to 1.8%.
Malaysia's headline and core inflation slowed slightly to 1.7% YoY and 1.6% in
December. The Philippines’ headline inflation stayed at 2.9% YoY in January 2025,
while its core inflation eased to 2.6%. Meanwhile, both Vietnam's headline and
core inflation edged up to 2.9% YoY in December.
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The BoJ raised rates, while Bank Indonesia unexpectedly eased

Policy Rates in Asian Economies
The Bank of Japan (BoJ) raised rates in January, while Bank Indonesia cut rates. 7.0%

In January 2025, the BodJ raised its policy rate by 25 basis points (bps) to 0.5%, 6.0%
the highest since 2008. The BoJ also revised up its core inflation forecast for 5.0% j
fiscal 2025 from 2.0% to 2.5%, signalling growing confidence in durably reaching 4.0%

the inflation target. In particular, recent wage growth trends are providing 283’
tailwinds for inflation. Futures market pricing showed that the BoJ is poised to 1:00/:
hike rates in the next 12 months. By contrast, Bank Indonesia reduced its policy 0.0%
rate by 25 bps to 5.75% in January and stated that there is scope for further -1.0%
monetary easing to support economic growth. Meanwhile, central banks in § g § § § § § % §
Malaysia and South Korea held their policy rates unchanged in January. " Japan T - South Korea
Indonesia Thailand
Asian currencies stabilised after months of depreciation Souree: Bloombera
Most Asian currencies posted modest gains against the US dollar in January
2025. The US dollar exchange rate was in a range-bound in January, as various
factors, including inflation, growth outlook, trade policy uncertainty, central banks' Exchange Rate of Asian Currencies
decisions as well as global Al developments, induced significant influences on agal':dsetxl(ésog/m%:mo)
market sentiment. Specifically, the BoJ's rate hike provided support to the 95
Japanese yen, which gained 1.3% against the US dollar in January, while other 00 I WA A
Asian currencies such as the Korean won, Singapore dollar, and Malaysian ringgit
experienced modest gains of 1.2%, 0.7% and 0.3%, respectively. 105
110
Asian equity markets recorded mixed performance in January 2025. South
Korea's equity market rebounded by 4.9% in January, as global investors began s m o o o < < <
to increase allocation following two months of consolidation. Taiwan's market % g S % % ;ﬂ S
extended moderate gains of 2.1% in January. Meanwhile, Japan's market ended Japanes‘; Yen Korean \‘/_ch
the month with a small decline of 0.8% in January, and several ASEAN markets, Source: Bloomberg, data as of 31/1/2025

including those in Malaysia, Thailand and the Philippines, suffered larger declines
ranging from 5.2% to 10.2%, reflecting growing concerns over the unfolding
global trade tensions.
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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 herein are expressed solely as general market
commentary, and do not constitute an offer of securities or investment, nor a solicitation, suggestion, investment
advice, or guaranteed return in 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 investment product or market recommendations. This material has not been reviewed by the Securities
and Futures Commission of Hong Kong, 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, express or implied, is given by or on behalf of BEA, as to the accuracy or
completeness of the information and stated returns contained in this material, and no liability is accepted for any
loss arising, directly or indirectly, from any 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 BEA and is protected by relevant intellectual property laws. Without the prior
written consent of BEA, the information herein is 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 are developed later.

For more information, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.ntml. 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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