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Asia week ahead: Spotlight on China and Korea
China’s 3Q GDP and the Korean central bank policy meeting are the key
highlights of next week. While growth slowdown in China is pretty much
priced in by the markets, the Bank of Korea’s policy decision looks like it'll
be a close-to-call event

Contents
China: Engineering a soft-landing as the trade war escalates
Korea: A close-to-call central bank policy decision

China: Engineering a soft-landing as the trade war escalates
China is due to publish its first GDP report since the trade war kicked off in early July, and we think
it is likely to show only a negligible impact. However, it is entirely possible that third-quarter data
might not even capture the full impact of the trade war.
This is because the first formal salvo of the $34bn of US tariffs hit on 6 July, followed by $16bn on
23 August and a further escalation to an additional $200bn a month later. Moreover, exports were
little affected with still high single-digit year-on-year growth. This is what, we think, underpins the
consensus view of 6.6%, a meagre drop from the 6.7% in the previous quarter. Our forecast is
6.5%.
Among the remaining economic indicators due in September, consensus expectations indicate a
slight slowdown in exports and industrial production growth, steady retail sales growth, and a pickup in fixed asset investment growth - all consistent with the forecast of a slight dip in GDP growth.
Beijing is trying to offset potential export weakness (as a result of higher tariffs) by boosting
domestic infrastructure spending and dialing back on deleveraging and manufacturing sector
reforms. With macro policy geared towards a soft-landing, our house view remains that the
economy continuing to eke out GDP growth at an excess of 6% during the tariffs era.
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Korea: A close-to-call central bank policy decision
The Bank of Korea will meet next Thursday (18 October) while also releasing its quarterly Economic
Outlook simultaneously which includes the central bank's revised economic forecasts.
The consensus appears to be split between ‘no change’ and ‘a rate hike’ as the central bank seems
to be under political pressure to rein in the property market. Based on the Kookmin Bank home
price index, home price inflation in Seoul has come in at 10% year on year in September, but we
don’t see much signs of overheating elsewhere. Apart from the current low levels of interest rates
sustaining the risks of overheating in the real estate market and swelling the household debt
further, there are no solid economic grounds to resume tightening just yet - after the one-off rate
hike in November 2017.

It's true monetary easing was one of the reasons behind
the rise in apartment prices, but there were other factors
such as housing imbalance and Seoul’s development
plans that boosted investors’ confidence in the future of
real estate – Governor Lee
Asia’s heavily export-dependent economy is at the forefront of bearing the brunt of the trade war
impact as export growth has slowed sharply to 4.7% YoY in the first nine months of this year from
18.5% a year ago. This is despite the fact the full impact of the trade war is yet to come through.
This makes another downgrade to the BoK’s GDP growth forecast (2.9% for 2018 and 2.8% for
2019) imminent. While this will weaken the argument for tightening, consumer price inflation has
gained momentum recently, but a policy status-quo is our baseline for the upcoming meeting.
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Disclaimer
This publication has been prepared by the Economic and Financial Analysis Division of
ING Bank N.V. ("ING") solely for information 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 NV 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. The producing legal entity 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
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V.,
London branch is registered in England (Registration number BR000341) 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.
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