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Asia week ahead: China inflation data
and South Korea’s unemployment rate
China's deflation is expected to continue, while the government
releases data on retail sales, fixed asset investment, and industrial
production. South Korea will release the unemployment rate

China: Deflation expected to persist, with continued weakness
in retail sales and FAI
China releases its CPI inflation data for October on Sunday morning. We expect deflation to persist
with a -0.2% YoY read. Non-food prices have been recovering while food prices continue to drag on
inflation. The bulk of the data will be out on the coming Friday, where October data is expected to
remain under pressure. We expect retail sales to moderate to 2.6% YoY as the impact of the trade-
in policy continues to fade. Weak confidence should continue to restrict investment, with
FAI expected to slump further to -0.8% YoY ytd. Industrial production is expected to continue to
outperform, but purchasing managers' data signals some moderation may be on the way in
October. We're forecasting 5.7% YoY growth for the month.
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South Korea: Unemployment rate expected to edge up slightly
We expect a slight increase in the unemployment rate, which should increase to 2.6%. This is
largely due to the effects of the longer-than-usual Chuseok holiday in October, which should
result in less employment in manufacturing and some services. On a brighter note, we should see
an increase in employment in leisure-related sectors such as hotels and dining out. Additionally,
we are expecting to see some moderation in the weakness we have been observing in construction
throughout this year as recently we saw modest pickup in housing starts. This aligns with our view
that the contraction in construction, which has lasted for more than a year, is likely to come to an
end in fourth quarter.
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