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Asia week ahead: Malaysia goes to the
polls

It's an eventful week in Asia, as Malaysians decide the fate of
incumbent Prime Minister Najib Razak, the Philippines gets set to
tighten rates and US-China trade talks either reduce or refuel risks to
the region's export-led growth

© China: April data dump begins

China's activity data for April will shed light on the economy’s performance coming into the second
quarter of the year, while the trade war clouds the outlook. After underperforming in 2017, China’s
exports have performed well so far this year. The 13% year-on-year export growth in 1Q18 was
the third best after Vietnam and Malaysia. The consensus of 8% growth in April indicates some
tapering of the strength.

Will the US Treasury Secretary's mission to China bear fruit? There is scepticism stemming from
President Trump’s “walk out” threat if talks don’t move in the US's desired direction. Hopefully, we
should have some clarity on this before the weekend. The outcome of trade talks, rather than hard
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data, will set the tone for both Chinese and global markets in the coming week.

Hong Kong GDP for 1Q18 and Taiwan trade and inflation are other data releases from Northeast
Asia.

8 O/O Consensus on China export growth in April

© Malaysia: Politics overshadows economics

Malaysia's 14th General Election will be held on Wednesday, 9 May. The incumbent Barisan
Nasional coalition of Najib Razak has been losing its grip on power since the last two elections. It
could be even worse this time with contests against stronger opposition under the veteran
leadership of Dr. Mahathir Bin Mohamad. Our base case is that BN loses some more ground to the
opposition but retains overall control. Yet we think the vote is too close to call (see “Malaysian
elections: Too close to call?™).

Politics will certainly put the economy on the backburner. Malaysia's central bank (BNM) will
announce its monetary policy decision the day after the vote and in all likelihood, it will not

alter policy. While Malaysia’s growth-inflation dynamics continue to favour stable macro policy, we
retain our view of monetary policy normalisation with one more 25bp rate hike in the third
quarter, once the political jitters lift.

© Indonesia and Philippines: Increased policy risks

We will also get the 1Q18 GDP data from Indonesia and the Philippines. Our forecast of steady GDP
growth close to the 4Q17 pace of 5.2% YoY for Indonesia and 6.9% for Philippines, is at risk from
weak exports in the first quarter. While weak currencies failed to propel exports from these
economies, high inflation weighed on domestic demand. The central banks in both countries have
been flagging policy tightening to rein in inflation and stem currency weakness, prompting a shift
in our view of the rate policy in both from no change to two 25bp rate hikes this year.

The Philippines central bank (BSP) holds a policy meeting on Thursday, 10 May. Our Philippines
economist, Joey Cuyegkeng, now expects the BSP monetary policy board to raise rates by 25bp to
3.25%.

3 2 5 O/O ING forecast of BSP policy rate
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Asia Economic Calendar

Countr! Time Data/event ING Surve Prev.
India 0600 Apr Nikkei Services PMI 48.8 - 50.3
Malaysia 0500 Mar Trade balance (RM bn) 9.7 9.6 9.02
0500 Mar Imports (YoY%) Yara -2.95 AT
0500 Mar Exports (YoY%) -3.2 2 -2.02
Philippines 0200 Apr CPI (YoY%) 4.6 4.5 4.3
China - Apr Forex Reserves (US$bn) 3128 3131 3142.82
Malaysia 0800 Apr 30 Forex reserves- Month end (US$bn) - - 110
Indonesia - 1Q GDP (QoQ/YoY%) -0.3/5.2 F =A5iS
Philippines - Apr Forex reserves (US$bn) - - 80511.2
Taiwan 0900 Apr Exports (YoY%) 17.3 = 16.7
0500 Apr Imports (YoY%) 7.8 = 10.4
0300 Apr Trade balance (US$bn) 5.3 - 6
China - Apr Trade Balance (US$bn) 23 35 -4.983
- Apr Imports (YoY%) 17.6 - 14.4
- Apr Exports (YoY%) 6.5 9.8 -2.7
Taiwan 0900 Apr CPI (YoY%) 1.6 - 1.57
0900 Apr WPI (YoY%) 12 . 0.46
Philippines 0200 Mar Exports (YoY%) 2.8 = -1.8
0200 Mar Imports (YoY%) 16.3 = 18.6
0200 Mar Trade balance (US$mn) -3422 - -3065
Malaysia - 14th General Election = = 18.6
China 0230 Apr PPI (YoY%) 35 3.4 31
0230 Apr CPI (YoY%) 1.8 iLe) 2adl
- Apr Money supply (M2) (YoY%) 8.3 8.5 8.2
- Apr Financial institution loans (Yuan bn) 1500 - 1120
— Apr Aggregate Financing (Yuan bn) 1781 - 1330
- Apr Outstanding loan growth (YoY%) 12.6 - 12.8
Hong Kong 0815 1Q GDP (YoY%) 3.4 = 3.4
Malaysia 0500 Mar Industrial production (YoY%) 4.9 = 3
0800 Overnight Policy Rate 3.25 = 3.25
Philippines 0300 1Q GDP (QoQ/YoY%) -/6.9 4k  LEEG
0900 Overnight Borrowing Rate 3.25 = 3
India 1300 Mar Industrial production (YoY%) 5.6 - 7.1
Singapore 0600 Mar Retail sales value (MoM/YoY%) -0.9/1.5 -~ -1.7/8.6

Source: ING, Bloomberg
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