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Asia week ahead: India’s stimulus tap
remains open

The Golden Week holiday in China may bring some respite from the
usual market volatility, though a big data calendar and policy events
elsewhere in Asia will keep markets busy amid lingering trade and
geopolitical risks

Source: Shutterstock

© More RBI easing in the pipeline

The Reserve Bank of India (RBI) will deliberate monetary policy at a meeting next week with a
decision scheduled for Friday, 4 October. There is no fresh consensus on this event available as of
this writing. The last one by Bloomberg in late August, a bit stale in view of a raft of stimulus
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announcements over the past month, suggests no change to the RBI policy rate.

The previous move in early August was a bigger-than-usual 35 basis point cut to the key policy
rate, putting it well ahead of Asian peers in the current easing cycle -- a total of 110bps of rate
cuts this year. The economic news since the August meeting has not been good. The report of a
continued slump in GDP growth had the government firing up stimulus on all cylinders. We don't
think the RBI is done with easing either, especially with Governor Shaktikanta Das recently hinting
at more easing, which leaves little doubt about the RBI slashing rates again next week. The key
question is whether it will be yet another bigger-than-usual cut? We have pencilled in a
conventional 25bps move taking the repo rate down to 5.15%, though we won't be surprised if the
RBI sets it straight down to the 5% handle. A bad policy backdrop for the Indian rupee continues.

© Too close to call RBA policy decision

Another policy event next week is the Reserve Bank of Australia (RBA) meeting. The consensus is
divided between a 25bps rate cut and an on-hold policy outcome. We are in the on-hold camp.

We think the RBA will be reluctant to add to its recent easing with
further stimulus unless conditions start to deteriorate again.
Simply being below "target" is not enough. - ING Asia Chief
Economist Rob Carnell.

Although Australia’s year-on-year GDP growth slowed for the fifth consecutive quarter to 1.4% in
2Q19, it doesn't really qualify for weakness when the quarterly growth rate is still holding steady,
at 0.5% in the last quarter. And it's not GDP growth alone, but inflation that also drives the RBA's
monetary policy. Inflation gained some traction recently on the back of firmer jobs and wages
growth. Even so, a rise in the unemployment rate to a one-year high of 5.3% in August from 5.2%
in July looks to have swayed some forecasters towards a rate cut next week, making this event too
close to call.

Australia: GDP grows 0.5% in 2Q

© China out, data-packed calendar elsewhere

Chinese markets will be shut most of next week for celebrations to mark the 70th anniversary of
the founding of the People's Republic of China. This may bring some respite from the usual market
volatility though speculation about the US-China trade war could gain traction as trade talks are
set to resume in October. Meanwhile, China's September purchasing manager index (PMI) for
manufacturing and services will inform on the state of the economy as the current quarter draws
to close.

The usual start-of-the-month trade, PMIs, and inflation releases crowd the calendar elsewhere.
With the trade war still the running theme for markets all attention will be on export figures.
Korea's trade data for September, the first for the month in the region, is a good guide for the rest
of Asia's exports. Korean data for the first 20 days of this month showing a 21.8% export fall from
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a year ago has prepared us for the worst. The same is true for manufacturing, while inflation
continues to be a non-issue in much of the region.

Price data from Indonesia and the Philippines will be an interesting watch as the favourable base
effect is fading as a driver of falling inflation in both countries, which also means the central bank
easing cycle here is nearing its end.

Asia Economic Calendar

Countr Time Data/event ING Surve Prev.
Monday 30 September

China 0200 Sep Manufacturing PMI 493 496 435
0200 Sep Non-manufacturing PMI 537 = 53.8

0245 Sep Caixin Manufacturing PMI 503 503 50.4

India - Aug Fiscal deficit {INR crore) - - 115550
South Korea 0000 Aug Industrial production (MoM/YoY%) -f- -f- 2.6/06
2200 Oct BOK Business Survey Index, mfg - - 72.0

2200 Oct BOK Business Survey Index, non-mfg - - 72.0

Thailand - Aug Current account balance (US3$bn) 34 - 18
India 0600  Nikkei Manufacturing PMI 51.8 - 514
Indonesia - CPI (Yo%) - - 35
- CPI core (YoY%) - - 33

Taiwan 0130  Nikkei Manufacturing PMI - - 47.9
Thailand 0500 CPI(YoY%) 0.5 = 0.5
0500 Core CPI (YoY%) 0.4 = 0.5

South Korea 0000 CPI (MoM/YoY%) -f- -/-04 0.2/0.0
0100 Trade balance (US$mn) - - 1653

0100 Exports (YoY%) - - -136

0100 Imports (YoY%) - - 4.2

Hong Keng 0930 Aug Retail sales value (YoY%)
0930 Aug Retail sales volume (YoY%)
Thailand 0300 Bank of Thailand's MPC Minutes
Thursday 3 October
Singapore 1400 Sep Purchasing Managers Index

0130 Nikkei Manufacturing PMI - - 490
Wednesday 2 October

- -114
- -130

- 49.9

Friday 4 October
India 0600 Sep Nikkei Services PMI
0715 RBI policy decision (repo rate, %)
Hong Kong 0130 Sep Nikkei PMI
Malaysia 0500 Aug Exports (YoY%)
0500 Aug Imports (Yo%)
0500 Aug Trade balance (RM bn)

Philippines 0200 Sep CPI (YoY%)
Source: ING, Bloomberg, *GMT

513
515

2.0
-7.0
8.7

- 52.4
= 540
- 40.8
- 1.7
- -5.9
- 143
= 17
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