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US tariff measures dampened Asian growth prospects

e Escalating US tariff measures heightened global recession risks, with notable
downward pressures on Asian economies.

e The Bank of Japan held its policy rate unchanged in March, citing US trade
policy uncertainties as key policy considerations.

e Indonesia's stocks temporarily suspended trading in March.

Latest US tariff measures dampened Asian growth prospects

A sweeping US tariff plan announced in early April clouded growth prospects
for Asia. On 2™ April, the US announced significant tariff hikes on all its trading
partners. Singapore will be the least hit, facing a baseline rate of 10%, effective on
5™ April. However, a number of key Asian economies will be levied with significant
higher reciprocal tariffs, effective on 9™ April, including Japan (24%), South Korea
(26%), Taiwan (32%), Indonesia (32%), Thailand (37%), the Philippines (18%),
Malaysia (24%), and Vietnam (46%). Overall, Asia appears to be among the
regions hit hardest by the US tariff plan, especially when compared to the
European Union (20%) and most South American economies (10%). Rising US
tariff measures are not only damaging export performance by imposing additional
headwinds on already slowing external trade but are also creating disruptions to
global supply chains. This could lead to a persistent contraction in global trade,
contributing to rising risks of a global recession.

The prospects of resolving the trade conflicts remain highly uncertain. In
response to the new tariffs, media outlets reported that almost 70 economies
have reached out to the US government to request trade talks. Specifically in Asia,
Japan, South Korea, Taiwan and ASEAN economies appear inclined to seek a
solution through negotiation. In the meantime, Asian economies are expected to
work more closely to enhance regional trades and explore trade opportunities
outside the US so as to mitigate the negative impacts from the US tariffs.
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Earthquakes brought sudden shocks to Myanmar and Thailand. In late March, a
massive earthquake struck Myanmar and parts of Thailand. Safety concerns over
potential aftershocks and high-rise buildings would affect tourism, real estate,
and banking sectors in Thailand. That said, potential economic stimulus by the
Thai government and reconstruction efforts should cushion the economy from
these one-off shocks.

Asian manufacturing activity showed signs of weakening prior to the US tariff
plan. In March, the manufacturing purchasing managers' indices (PMI) for Japan,
South Korea and Taiwan all declined and recorded shrinking activity. Japan's
manufacturing PMI fell to a one-year low of 48.4 in March, down from 49.0 in
February. South Korea's PMI declined from 49.9 in February to 491 in March.
Taiwan's manufacturing PMI dipped into contractionary territory of 49.8 in March,
ending an 11-month expansion. Meanwhile, the broader ASEAN manufacturing
PMI remained in expansion but decelerated slightly from 51.5 in February to 50.8
in March.

Apart from Japan, inflation across Asia was largely benign

Japan continued to experience relatively high inflation. Japan's headline inflation
remained elevated at 3.7% year-on-year (YoY) in February, down from 4.0% in
January. Its core-core inflation (excluding fresh food & energy) increased to
2.6% YoY in February, reaching an 11-month high amid strong wage growth. In
contrast, South Korea's and Taiwan's latest CPI inflation were modest, coming in
slightly above 2% YoY, while inflation across ASEAN generally showed signs of
moderation in February.

Major Asian central banks held their policy rates unchanged in March. The Bank
of Japan (BoJ) kept its policy rate at 0.5% in March, noting moderate
improvements in the domestic economy, rising underlying inflation and stronger-
than-expected wage negotiations. However, the BoJ also underscored the risks
associated with uncertainties in US trade policy under the Trump administration.
Similarly, central banks in Indonesia, Malaysia and Taiwan emphasised downside
risks faced by their economies and decided to hold rates steady.

Indonesia's stocks were temporarily suspended from trading in
March

Indonesia’'s financial market has undergone significant volatility and was once
halted in March. During the month, risk-off sentiment emerged rapidly following
a series of events: calls by President Prabowo Subianto for expansionary fiscal
policy that could push the deficit-to-GDP ratio near the 3% legal limit; rumours
regarding the potential resignation of Finance minister (Sri Mulyani) known for
her sound fiscal discipline; and growing market concerns over the impacts of
escalating US tariff measures on Indonesia's exports. These factors drove a
significant decline in Indonesia's stock market in mid-March, which even led to a
temporary trading suspension. The Indonesian rupiah also depreciated close to
its lowest level since the Asian Financial Crisis. The currency eventually stabilised
towards the end of March, following an intervention by Bank Indonesia.
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Most Asian currencies appreciated against the US dollar in March. Concerns
over the US economic outlook, along with rising easing expectations by the Fed,
induced a weakening dollar, providing some upward momentum for Asian
currencies such as the Japanese yen, the Philippine peso and the Thai baht,
which all appreciated against the US dollar by a range of 0.4% to 1.3% in March.

Asian stock markets were mixed in March. Notably, Thailand, Japan and Taiwan's
equity markets recorded declines of 3.8%, 4.1% and 10.2% in March, respectively,
likely reflecting investor concerns over potential impacts of escalating US tariffs.
On the other hand, Singapore's and the Philippines’ stock markets posted gains
of 2.0% and 3.0%, respectively, in March.
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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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