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Asia week ahead: Reserve Bank of
Australia policy move and regional PMI
data

The Reserve Bank of Australia is likely to stand pat at next week's
policy meeting. Plus, we'll get PMI readings from the region

RBA likely to maintain rates as inflation slows

The Reserve Bank of Australia (RBA) can use the latest inflation data as an excuse to leave the cash
rate target unchanged at 4.1% this month. But while the figures are being touted as “better than
expected"” the truth is that the monthly June figure was still running hot, and with base effects
almost used up, there may well be more convincing periods in the months ahead for the RBA to
deliver further tightening. Our current thinking is that the bank will maintain rates at the current
level until September, which could respond to inflation backtracking higher, or just not making
sufficient downward progress.

The latest data from the Australian Bureau of Statistics shows that the CPI for the second quarter
fell to 6.0% year-on-year, lower than the 6.2% consensus. This is also the lowest quarterly rise
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since September 2021. As both headline and trimmed mean inflation are now below the central
bank’s forecast, this gives it a good reason to believe that it is time to stop.

China PMI likely lower again

Both the manufacturing PMI released by Caixin and the official numbers are expected to dip
further as the government has yet to roll out any concrete policy to boost growth. While a weak
yuan could provide a lift to the export sector, it also reflects the general pessimism that has taken
hold in the economy. This has led to many consumers delaying spending; thus, we should see the
services PMI also drop for a second month as the effect of "revenge spending" fizzles out.

Slowing global demand weighing on India and Taiwan

Last month showed the first decline in India’s manufacturing PMI after several months of
expansion. This is a sign that India may be losing a little steam as rate hikes worldwide are finally
impacting the global economy.

The shrinking global demand and semiconductor downturn also affects Taiwan, which has seen its
PMI contracting for several months. We expect Taiwan's PMI to remain in contraction.

Trade and inflation numbers from Korea

Korean exports are expected to decline for the tenth straight month on the back of sluggish
semiconductor and petroleum exports. Export details to the US and the EU should be monitored
more carefully, as this could signal how consumers cope with rate hikes.

Consumer inflation should stabilise further down to 2.5% year-on-year in July (vs 2.7% in June),
mainly due to the high base last year. Meanwhile, recent floods and a rebound in global oil prices
should push up food and energy prices on a monthly basis.

Japan reports activity data next week

Monthly activity data should be closely watched in order to gauge whether Japan'’s recovery can
be sustained in the second quarter. Surveys and other forward-looking data suggest that both
industrial production and retail sales will gain in June, supported by solid catch-up demand and
improvement in the global supply chain.

Indonesia’s inflation likely steady while Philippine price
pressures ease further

Both the Philippines and Indonesia will report inflation next week. Inflation in Indonesia returned to
target earlier this year and we expect both headline and core inflation to remain well-

behaved. Headline inflation should be flat at 3.5%YoY while core inflation could dip to 2.5%YoY
from 2.6%.

Meanwhile, in the Philippines, headline inflation will continue its slide helped along by favourable
base effects. Philippine inflation could edge lower to 4.8%YoY (from 5.4%) while core inflation could
likely trend lower to 7.0%. Despite moderating price pressures, both Bank Indonesia and Bangko
Sentral ng Pilipinas will likely keep rates untouched for the time being to provide support for their
respective currencies.

Article | 27 July 2023 2



THINK economic and financial analysis

Singapore retail sales could bounce in June

Retail sales, which have been a bright spot for Singapore’s economy, could extend their gains for
another month. June retail sales could rise by 3.5%YoY although this will be down 2.8% from the
previous month. Slowing inflation coupled with the influx of foreign arrivals should provide some
support, especially in services related to leisure and recreation.

Key events in Asia next week

Country Time (GMT+8) Data/event

ING Survey Prev.

Monday 31 July

Japan 0050 Jun Industrial O/P Prelim (MoM%/YoY%) 1.7/ 4.0 / /5.7
China 0230 Jul NBS Manufacturing PMI - 49
0230 Jul NBS Non-Manufacturing PMI - 53.2

Japan 0030 Jun Unemployment Rate 2.6 2.6
0130 Jul Jibun Bank Manufacturing PMI 49.4 49 4

0050 Jul Monetary Base (YoY%) - -1.21

Australia 0530 Aug RBA Cash Rate - 4.35 4.1
China 0245 Jul Caixin Manufacturing PMI Final - 50.5
India 0600 Jul IHS S&P Global Manufacturing PMI - 57.8
Indonesia 0130 Jul IHS S&P Global PMI 52.7 52.5
0500 Jul Core Inflation (YoY%) 25 2.58

0500 Jul Inflation (MoM%/YoY%) -/3.5 ! 0.14/3,52

Philippines 0130 Jul Manufacturing PMI SA 50.2 50.9
Taiwan 0130 Jul IHS S&P Global Manufacturing PMI - 44.8
South Korea 0100 Jul Export Growth Prelim -145  -148 -6
0100 Jul Import Growth Prelim -226  -248 -11.7

0130 Jul IHS S&P Global Manufacturing PMI 473 47.8

Wednesday 2 August

Singapore
South Korea

1400 Jul Manufacturing PMI - 497
0000 Jul CPI Growth (MoM%/YoY%)

Thursday 3 August

Japan 0130 Jul Services PMI 539 539
Australia 0230 Jun Trade Balance (A$bn) - 11791
China 0245 Jul Caixin Services PMI - 53.9
India 0600 Jul IHS S&P Global Services PMI - 58.5
Philippines 0200 Jul CPI (MoM%/YoY%) 0.2/4.8 / 0.2/5.4
0200 Jul Core CPI (YOY%) 7 7.4

Singapore 0600 Jun Retail Sales (MoM%/YoY%) -2.8/3.5 / -0.211.8
Taiwan 0920 Jul Foreign Exchange Reserve - 564.834

Source: Refinitiv, ING

Author

Min Joo Kang
Senior Economist, South Korea and Japan
min.joo.kang@asia.ing.com

Nicholas Mapa
Senior Economist, Philippines
nicholas.antonio.mapa@asia.ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
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purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR0O00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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