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Asia week ahead: Towards the end of
monetary easing cycles

Central bank meetings, third-quarter GDP releases and October data
releases from China and India - all make it a pretty busy week in Asia

Source: Shutterstock

© More central bank meetings

Among the Asian central banks, Thailand's central bank finally gave in to easing pressure this week
with a rate cut, but the Malaysian central bank continues to defy easing despite the increasingly
weak state of the economy. Then there is New Zealand's central bank and the Philippines too,
which both meet next week and both arguably near the end of their respective easing cycles.
Perhaps ‘pause’ would be a better description than 'end' for these cycles, as both central banks
may need to reassess the effects of their easing so far, while external uncertainty from the trade

Article | 8 November 2019 1



THINK economic and financial analysis

war between China and the US continues to linger.

For now, the policy pause may be justified on prospects for a Phase one of the trade deal, though
that signing has now been pushed out to December from the much-touted mid-November
schedule, reducing future certainty still further.

© Pause, or out of policy space?

The key question is whether Asian central banks are left with any policy space in the event things
really go south again.

Some of them have that space as reflected by their still-high real interest rates (Indonesia,
Malaysia, Philippines, or Vietnam), while others have nearly exhausted it and, barring a significant
economic deterioration ahead, are likely to stay on hold.

However, as our Asia Chief Economist Rob Carnell opines today, "... if we have learned anything
from the period running up to and following the global financial crisis, it is that what we may have
considered barriers to policy in the past no longer apply. Perhaps we should no longer consider
negative real rates the "floor" to policy in Asia."

Anymore space for monetary easing?
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© But, where is growth?

While it may be fair to say that the Asian central banks easing cycle has almost troughed, for now,
there is little evidence of whatever easing they have implemented so far, actually has
helped growth.

As the noise around a trade deal continues, Chinese data will be gleaned for the economy’s growth
prospects in the current quarter. Our Greater China economist, Iris Pang, sees some pick-up in
momentum and has recently revised the 4Q growth forecast higher, but it all depends on a trade
deal materialising.

Lots of data from India will likely bear out the continued weak growth trend, while inflation rising
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past the central bank’s 4% target reduces room for easing. Does the inflation target matter? We
don't think so. We see one more 25bp RBI rate cut in December.

Indonesia's GDP growth remains stuck at the 5% rate it's been on since 2014. This is despite 100
basis points of central bank rate cuts. The October trade figures are unlikely to display any vigour
coming into the final quarter of the year. In the Philippines, growth gained some traction in the
third quarter, though that was all about pent-up government spending (due to the delayed
budget) rather than monetary easing which, in fact, failed to pull investment growth out of the
negative territory. Still, that's enough of a reason for the BSP to pause for now.

Japan and Malaysia report their 3Q GDP figures. Japan’s growth probably got a boost from the
front-loading of spending before the consumption tax hike in October. That's indeed going to be
transitory. In Malaysia, an accelerated export decline probably dragged GDP growth lower, ending
the economy’s relative outperformance in the first half of the year. We think this is a good enough
trigger for the central bank to utilise some of the policy space it has at the next meeting in
January.

Asia Economic Calendar

Countr Time Data/event ING Surve! Prev.
Saturday 9 November

China 0130 Oct CPI (YoY%)
0130 Oct PPI (YoY%) —1.0 —1.5 —1.2
Oct Meney supply (M2) (Yo%) 82 8.4 8.4
Oct Aggregate finance (CNY bn) 1135.0 - 22725
- QOct New Yuan loans (CNY bn) 8450 1691

Monday 11 November

Malaysia 0400 Sep Industrial production (YoY%)
Tuesday 12 November

India 1200 Sep Industrial production {YoY%) -45 -1.2 -11
Singapore 0500 Sep Retail sales value (MoM SA/YoY%) — 0.5/-3.6 -~ -1.3/-4.1
South Korea 2300 Oct Unemployment rate (% SA) 35 34
India 1200 QOct CPI (Yo%)
China 0200 Oct Fixed asset investment (YTD, YoY%])
0200 Oct Industrial Production (YoY%) 5 8 5 4 5 8
0200 Oct Retail Sales (YoY%!) 8.00
Philippines 0800 Overnl ht Borrowing Rate 4.00 4 00
India - Oct Imports (YoY%) -17.8 - -13.9
- Oct Exports (Yo%) -8.1 - -6.6
- Qct Trade deficit (US$bn) -12.2 - -10.9
Hong Kong 0830 3QF GDP (Q) (QoQ SAf YoY%) -1-2.9 -[- -3.2/-29
Malaysia 0400 3Q GDP (QoQ SAMYoY%) 1.0/4.4 -- 1.0/49
0400 3Q Current account (Q) (MYR bn) 151 - 14300
Indonesia 0400 Oct Exports (Yo%) -2.1 = =Sh
0400 Oct Imports (Yo%) -92 - -2.4
0400 OQOct Trade balance (US$mn) -496 - -160.5
Philippines - Sep OCW remittances (Yo%) 39 - 46

Source: ING, Bloomberg, *GMT
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