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ASEAN morning bytes

General market tone: Risk-on.

A dovish Fed will likely push risk-taking behavior on Thursday with the US and China now in fresh
trade talks.

T A

EM Space: A “patient” Fed sparks risk-on tone

* General Asia: Powell stuck to script and then some as he also made changes to his balance
sheet reduction strategy, all in all pointing to a more dovish Fed in the coming months as
data will either be delayed or tainted by the government shutdown. Meanwhile, the high-
level US-China trade talks enter into the second day on Thursday with investors also keen
on PMI data out from China in the morning session.

¢ Malaysia: Exports surprised on the upside in December with 4.8% YoY growth, which with a
slowdown in imports boosted the monthly trade surplus to over MYR10bn. Wider surplus
means improved net trade contribution to GDP in the 4Q18, supporting our view of a pick-up
in GDP growth to 4.6% from 4.4% in the previous quarter. If sustained, the renewed uptrend
in global oil prices will be positive for the Malaysian economy and the currency this year.

e Singapore: 4Q18 labor report is due. The weaker activity subjects the consensus of the
unchanged unemployment rate at 3Q’s 2.1% to upside risk. We expect 2.2%.

¢ Thailand: December balance of payments data due today is expected to show a rebound in
the current account surplus, as what happened to the customs-based trade surplus in the
last month. We estimate a current surplus of $3.9bn, larger than $3.5bn consensus and up
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from $1.6bn in November. But the annual current surplus narrowed in 2018 to about 7% of
GDP from 11% in the previous two years. This is still large enough to support the THB's
outperformance, though the appreciation is likely to be capped by rising political risk in the
run-up to general elections in March.

¢ Indonesia: Bank Indonesia Governor Warjiyo expects that the nation’s 4Q current account
deficit remained substantial at $8bn or roughly 3% of GDP as import growth outstripped
exports for the year. Warjiyo also expressed government’s desire to curb import the growth
further to reign in the current account deficit and that the central bank remained cautious
and looked to maintain stability. Meanwhile, the national government expects growth to hit
5.3% in 2019 driven by both consumption, investment and a narrowing of the trade gap.

e Philippines: Philippine budget secretary Diokno indicated that 2018's deficit to GDP ratio
may have exceeded the target of 3% with government spending heavily in the 4th quarter
to buttress growth momentum. The secretary allayed concerns about the breach, pointing
to investments in infrastructure as the main reason for moving past target.

What to look out for: US-China trade talks and China PMI data

e China PMI manufacturing and non-manufacturing (31 January)
Thailand trade (31 January)

India 2018 GDP (31 January)

India FY2020 budget (1 February)

South Korea inflation (1 February)

Thailand inflation (1 February)

China Caixin PMI manufacturing (1 February)

US NFP (1 February)

Author

Nicholas Mapa
Senior Economist, Philippines
nicholas.antonio.mapa@asia.ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the

Article | 31 January 2019 2


mailto:nicholas.antonio.mapa@asia.ing.com

THINK economic and financial analysis

Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

Article | 31 January 2019


http://www.ing.com

