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Asia week ahead: India and China to
report inflation while the BoJ decides on
policy

Next week features inflation reports from China and India plus central
bank meetings in Japan and Taiwan. Also on the data calendar is
Australia's unemployment, which could see a slight uptick

India’s inflation to stay flat

As well as following the fallout from the recent Indian elections, where the next few weeks could
see horse-trading over important ministerial jobs, we'll also get May inflation data. With no big
swings in any of the important food categories in May, it looks quite likely that the May CPI index
will rise by a modest 0.5% month-on-month, resulting in an annual inflation rate of around 4.8%,
almost unchanged from April. This should have no immediate consequence for the Reserve Bank of
India, whose next policy meeting is 8 August.
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China inflation likely stable

China will publish its May CPI and PPI inflation numbers on Wednesday. We are expecting headline
CPl inflation to remain broadly stable around 0.3% year-on-year. An uptick in the purchasing price
subindex of the PMI data indicates that PPI will move a bit higher but will likely remain in deflation.
While inflation is likely to remain low in the second quarter, it should begin to pick up in the second
half of the year.

Additionally, China's credit data will be released sometime in the coming week. After very weak
data in April, we expect to see a rebound in May amid the supportive policy rollout. Recent
indicators point to real interest rates remaining too high for current economic conditions.

BoJ to wait for more data before hiking again

Next week’s highlight should be the Bank of Japan’s policy decision on Friday. Recent data has
been supportive of the central bank's policy normalisation. The reacceleration in inflation, the
recovery in retail sales and labour earnings all support the view that the BoJ could raise rates
earlier than the market consensus of October. We continue to believe that it will wait for a more
meaningful pick-up in labour income and private consumption next month, which will lead to a 15
bp hike at the July meeting.

When it comes to the JGB purchase programme, the BoJ may reduce the purchase amount from
around six trillion JPY per month currently if the UST continues to trend lower. But even if this is the
case, we suspect that the central bank will not set a fixed amount and rather adjust it by adding
more flexibility to the purchase.

Australia’s jobs numbers out next week

In the absence of any inflation data this week, the main market-moving release for the week
ahead in Australia will be the May labour report. Some of April's part-time employment strength
will likely convert to full-time jobs in May, though not on a one-for-one basis, and we may also see
part-time job growth mean revert to a lower level. That could result in a lower increase of only
20,000 new jobs in May. We think that an increase in unemployment of around 25,000 in May,
coupled with about the same increase in the labour force, will result in a slight uptick in the
unemployment rate from 4.1% to 4.2%.

Taiwan's central bank expected to hold

Taiwan's Central Bank of China will set its benchmark rate on Thursday. We are expecting no
change in the rate at this meeting. Though inflation could trend a little higher in the coming
several months, it is unlikely to rise fast enough to cause significant pressure on the CBC to further
hike rates. We expect the next move to be in the direction of a cut, but this is likely to come after
the US kicks off its rate cutting cycle.
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Key events in Asia next week

Country ( GMTT+ 87 Data/event ING Prev.

Monday 10 June

Japan 0050 May M2 Money Supply (YoY%) - 12528969
Japan 0050 Q1 GDP Final (QoQ% ann) - -2
0050 Q1 GDP Final (QoQ%) - -0.5

China - May M2 Money Supply (YoY) 7.5 7.2

- May FDI (YTD) - -27.9

India - May Fiscal Deficit - USD bn - 19.1

- May Imports - USD bn - 54.09

- May Exports - USD bn - 34.99

Indonesia 0500 May Consumer Confidence Index - 127.7
Singapore 0330 Q1 Unemployment Rate Final SA - 2.1
South Korea 0000 Apr Current Account Balance NSA - 6.93
Indonesia 0500 Apr Retdail Sales Index (YoY%) - 9.3
Philippines 0200 Apr Exports (YoY%) -2.3 -7.3
0200 Apr Imports (YoY%) -15.2 -20

0200 Apr Trade Balance -3520 -3180

South Korea 0000 May Unemployment Rate - 2.8
Japan 0050 PPI (MoM%/Y0Y%) - -/0.9
China 0230 May CPI (YoY%) 0.3 0.3
India 1300 May CPI Inflation (YoY%) 4.8 4.83
1300 Apr Industrial Output (YoY%) 45 49

Australia 0230 May Unemployment Rate 4.2 4.1
Taiwan 0900 Q2 Discount Rate 2 2
India 0730 May WPI Inflation (YoY%) - 1.26
Japan 0500 BoJ Interest Rate Decision 0.1 0.1

Source: Refinitiv, ING
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