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Most Asian economies actively seek to negotiate with the US
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Asian economies opt for a negotiation rather than retaliatory approach in
resolving trade disputes with the US.

e In Q1 2025, South Korea, Singapore and Malaysia's economic growth
moderated, while Taiwan's accelerated and beat expectations.

e Bank of Japan remains committed to its rate hike plans, while the Bank of
Thailand and Bangko Sentral ng Pilipinas cut rates.

Asian economies are seeking trade solutions with the US

Asian economies opt for a negotiation rather than a retaliatory approach in
resolving trade disputes with the US. As the US recorded some of its largest
trade deficits with Asian economies, the Trump Administration has proposed,
though currently delayed, high reciprocal tariffs against most Asian economies.
Asian economies will also be hit by sectoral tariffs, including autos and, at a later
stage, semiconductors. However, the US and Asian economies have strong
strategic relationships beyond economic and investment interests, particularly in
the context of broader geopolitical dynamics in the region. Asian economies, no
matter if they are Japan, South Korea, Taiwan or ASEAN economies, have adopted
a negotiation rather than retaliatory approach in resolving trade disputes. Several
Asian economies, including Japan, South Korea, Taiwan, Vietnam, Indonesia and
Thailand, have reached out to the US proactively. Various proposals include
expanding procurement of American goods (including energy, agriculture and
defense), making more direct investment in the US, removing non-tariff trade
barriers, and addressing US concerns over export controls, etc. in return for the
removal of all tariffs. Meanwhile, other ASEAN economies are pushing for a
collective negotiation to maximise their leverage. Even though the situation
remains fluid and depends on the willingness of the US to reach agreements, the
first trade deal has been reached between the US and the UK. This indicates that
those proactively seeking negotiation could have a higher chance to resolve the
trade disputes more quickly, paving the way for a new trade balance between the
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US and Asian economies going forward.

Asian manufacturing PMIs pointed to deteriorating sentiment amid trade
tensions. In the advanced Asian economies, South Korea and Taiwan's
manufacturing purchasing managers' indices (PMls) pointed to a faster pace of
contraction, declining from 49.1 and 49.8 in March to 47.5 and 47.8 in April,
respectively, while Japan stayed subdued at 48.7 in April, slightly up from 48.4 in
March. Meanwhile, ASEAN manufacturing PMI slumped to 48.7 in April from 50.8
in March, the first contraction after 15 consecutive months. Since the US has
announced significantly larger than anticipated tariff increases (though delayed),
and Asian economies are taking time to reach agreements with the US, the Asian
manufacturing sector is expected to face increasing pressure ahead.

Asian economies moderated in Q1, except Taiwan

South Korea's economy slightly contracted in Q1, while Taiwan's posted robust
growth. Softening domestic and external demand dragged South Korea's
economy in Q1, which shrank 0.1% year-on-year (YoY) in Q1 after 1.2% growth in
Q4 2024. Domestic political instability dampened market sentiment, resulting in
weaker investment and consumption. Softened global demand also led to slower
growth of exports than imports. On the other hand, Taiwan's GDP growth
accelerated from 2.9% YoY in Q4 2024 to 5.4% in Q1 2025, exceeding
expectations. Capital formation remained the primary growth driver, driven by
strong demand for technology investment. Net exports also resumed positive
contribution to GDP growth in Q1 2025 after being the drag since Q2 2024,
possibly linked to front-loading in response to US tariff hikes.

Singapore and Malaysia slowed in Q12025. Singapore's GDP growth decelerated
from 5.0% YoY in Q4 2024 to 3.8% in Q1 2025, with moderating growth seen in
both the manufacturing (from 7.4% to 5.0%) and services sectors (from 4.6% to
3.4%). Its Ministry of Trade and Industry has downgraded its growth forecast for
2025 from "1.0% to 3.0%" to “0.0% to 2.0%", reflecting increasing challenges from
US trade policy and pressure on business and consumer sentiment. Similarly,
Malaysia's GDP growth slowed from 5.0% in Q4 2024 to 4.4% in Q1 2025, with
the manufacturing and services sectors declining from 4.4% YoY and 5.5% to
4.2% and 5.2% in Q1 2025, respectively.

Asian central banks increasingly focus on growth uncertainties

Japan's underlying inflation ticked up further. Driven by solid gains in food prices,

Japan's headline inflation stayed relatively high at 3.6% YoY in March, edging

down from 3.7% in February. Its core-core inflation (excluding fresh food & energy)
accelerated from 2.6% YoY in February to 2.9% in March, reflecting rising wage

pressure. South Korea's and Taiwan's inflation stayed modest at 2.1% YoY in April

and 2.3% in March, respectively. Meanwhile, most ASEAN economies posted

inflation below 2% YoY level, with Thailand experiencing a decline of 0.2% YoY in

April after 0.8% growth in March, mainly due to lower energy prices.

The Bank of Japan (BoJ) stayed put, while the Bank of Thailand (BoT) and
Bangko Sentral ng Pilipinas (BSP) cut rates. In April, the BoJ maintained its
policy rate at 0.5%. Even though the BoJ highlighted that the US's uncertain trade
policy could lead to a slowdown in economic growth, evidenced by a reduction in
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its growth forecasts to 0.5% for fiscal year 2025 and 0.7% for 2026, it remains
committed to its rate hike plans if its economic and inflation outlook is realised.
On the other hand, the BoT and BSP cut their policy rates by 25 basis points (bps)
to 5.50% and 1.75% in April, respectively. Both central banks cited that the
challenging external environment has raised downside risks, which supported
monetary easing. During the month, Bank Indonesia and Bank of Korea held their
policy rates unchanged.

Asian currencies strengthened in April

Most Asian currencies appreciated against the US dollar in April. The Trump
Administration announced larger-than-expected reciprocal tariff measures in
early April, which raised the recession risk in the US and triggered huge volatilities
in US financial markets. In April, major Asian currencies recorded solid
appreciation against the US dollar, such as the Japanese yen (4.8%), Korean won
(8.4%) and Singaporean dollar (2.8%).

In early May, the Taiwanese dollar (TWD) once surged against the US dollar by
around 8.0% during 2™ to 5" May, but the Taiwan's central bank denied
speculation that the US asked the TWD to appreciate as part of the trade talk and
urged calm in an emergency meeting, with the TWD later stabilised at around 30
per US dollar.

Asian stock markets generally rebounded in April. Japan's, South Korea's,
Thailand's and Malaysia's equity markets recorded increases of 1.2%, 3.0%, 3.4%
and 1.8% in April after notable declines in March. The 90-day pause of US
reciprocal tariffs, along with the efforts of most Asian economies to negotiate
with the US, has swiftly revived market confidence in Asian markets.
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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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