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Asia week ahead: Indonesia and
Philippines unscathed

Data on trade, inflation, and GDP, together with central bank policy
meetings is likely to add to the market volatility, but concerns around
the slowdown in China remain at the fore. Surprisingly, the consensus
around the growth forecasts for Indonesia and the Philippines isn't
that bad given the duo were the hardest hit economies by the EM
contagion
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© China slowdown concerns downplayed

China's October data dump started this week on a mixed note.

The official manufacturing purchasing manager's index fell in October, but its Caixin counterpart
rose, but both indexes remained in the expansionary territory - a figure above 50. However, what is
striking is the seventh consecutive fall in the PMI new export orders component, a sign of the trade
war impact slowly coming through.

However, the hard data paints a positive picture. The average 12% year on year growth of China’s
export in the first nine months of this year was twice as fast as a year ago and based on our house
forecast of 23% YoY growth in October, the strength persisted into the final quarter of the year,
even as the US tariffs on $260bn of Chinese goods took effect. Likewise, a 23% surge in Korea's
exports in October reinforces the message.

But Beijing isn't quite as relaxed. This week China's Politburo signalled timely measures to counter
the slowdown, and the State Council announced a stimulus plan but stopped short of revealing the
total amount. We suspect the details must be in the making and will drive the markets as soon as
they hit the newswires over the coming weeks.

2 3 O/ China's October export growth
O ING forecast

© Indonesia and Philippines on steady growth path

It wasn't all bad for Indonesia and the Philippines - the two Asian economies hit hardest by the
emerging market contagion in the third quarter. At least that's what the consensus 3Q GDP growth
forecasts for the duo suggest.

Despite the aggressive tightening by respective central banks, the 5.2% consensus estimate for
Indonesia is hardly a slowdown from the 5.3% pace of the previous quarter, while the Philippines’
growth rate sped to 6.4% from 6.0%.

Firmer growth also means greater resolve by central banks to tighten the policies if emerging
market contagion hits again as external risks loom large. But with the inflation pressure in both
economies starting to subside and currencies stabilised, the tightening pressure also appears to
have eased. Inflation in Indonesia remains anchored at the 3% level and is expected to recede
from the 6.7% peak reached in September in the Philippines. That said, we still expect one more
25bp policy rate hikes by Bank Indonesia and the Bangko Sentral ng Pilipinas before the end of the
year.

6 3 O/ Philippines 3Q GDP growth
= O ING forecast - Up from 6% in 2Q
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© Malaysia's central bank to stay on hold

Malausia’'s 2019 budget, due to be released tomorrow will set the tone for local markets for the
week in which the country’s central bank also announces its monetary policy decision. Coming just
ahead of the meeting, September data on trade and industrial production will be key inputs for the
Bank. We expect the Bank to remain on hold and leave the policy rate at 3.25%. And we aren't
alone; there is a solid consensus behind this view.

The activity data will reinforce a sustained slowdown in Malaysia’s GDP growth. This warrants
continued monetary policy accommodation to the economy, especially when weak public
finances are squeezing the fiscal support. The government budget deficit is poised to rise above
the 3% mark in the current year (ING forecast 3.2%) and remain there through 2020.

3 Z 5 O/ BNM policy rate
L O To be unchanged through 2019

Asia Economic Calendar

Countr Time Data/event ING Survel Prev.
Monday 5 November
India 0500 Oct Nikkei Services PMI 51.0 - 50.9
Korea 2300 Sep Current A/C Balance (US$m) 6245 - 8439.8
Malaysia 0400 Sep Exports (YoY%) 6.5 - -0.3
0400 Sep Imports (YoY%) 11 B 11.2
0400 Sep Trade Balance (RM bn) 5.6 - 1.6
Indonesia - 3Q GDP (QoQ/YoY%) -/5.2 3.1/52 4.2/5.3
| Tuesday 6 November
Philippines 0100 Oct CPI (YoY%) 6.5 = 6.7
Taiwan 0800 Oct CPI (YoY%) 2.0 - 17
0800 Oct WPI (YoY%) 6.7 — 6.6
| Wednesday 7 November
China - Oct Forex Reserves (US$bn) 3062 - 3087.03
Malaysia 0700 Oct 31 Forex reserves- Month end (US$bn) - = = 1028
Philippines 0100 Sep Exports (YoY%) 4.5 - 31
0100 Sep Imports (YoY%) 20.6 - 11.0
0100 Sep Trade Balance (US$mn) -3100 - -3513
- Oct Forex Reserves (US$bn) - - 74938.8
Taiwan 0800 Oct Exports (YoY%) 10.0 - 2.6
0800 Oct Imports (YoY%) 17.7 - 13.9
| Thursday 8 November
China - Oct Trade Balance (US$bn) 34.7 - 31.7
- Oct Imports (YoY%) 30.5 - 14.3
- Oct Exports (YoY%) 23.0 - 14.5
Malaysia 0700 Overnight Policy Rate 3.25 = B0
Philippines 0200 3Q GDP (SA, QoQ/YoY%) -16.3 -/- 1.3/6.0
China 0130 Oct PPI (YoY%) 4 — 3.6
0130 Oct CPI (YoY%) 2.8 = 2.5
Indonesia 1000 3Q Current Account Balance (US$bn) -8.5 - -8.03
Malaysia 0400 Sep Industrial Production (YoY%) 2.0 - 2.2

Source: ING, Bloomberg
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