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Asia week ahead: Heading towards
double-digit growth

Strong economic activity in China aligns with expectations of double-
digit GDP growth this quarter, and we have similar expectations for
most Asian economies in the second quarter too. Having said that,
regional central banks still don't have enough ammunition to relax
their guards just yet
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© Growth getting boost from the low base effect

Next week kicks off with China's February data on industrial production, fixed-asset investment,
retail sales, and home prices.
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The trade figures, released earlier this month showed a solid 61% year-on-year bounce in exports
in the first two months of 2021, which tells us that all is going exceptionally well as far as the post-
pandemic economic recovery is concerned. The forthcoming releases are widely expected to carry
this story forward with the exception of home prices, which are really the only indicator for which
YoY growth will still be in the single digits.

Strong activity bounce is keeping regional economies firmly on
track to achieve double-digit GDP growth...

In reality, this strong activity bounce tells us more about what happened a year ago than what's
going on currently. The crash in activity last year is swelling the year-on-year comparisons but it's
not all about base effects. The underlying recovery also has been seen some momentum, gauging
from rising consumer and business confidence around the region as well as the ongoing re-pricing
in the market with a sell-off of the safe-haven treasury bonds.

Trade figures from India, Indonesia, Japan and Singapore and Australia's labour report - all for
February, will shed more light on this.

... though this tells us more about what happened a year ago
than what's going on currently.

All this is keeping regional economies firmly on track to double-digit GDP growth imminently - and
China will be the first in Asia to see it in the current quarter (ING forecast 12% YoY) and the
majority of other Asian economies are likely to follow suit in the second quarter. Of course, this is
going to be a brief phase of ultra-strong GDP growth - not more than a quarter at most, and soon
to fade base effect should push things back to more normal single-digit growth very soon.

In some cases, it might even be below normal, like Thailand which is a heavily tourism-dependent
economy.

© Monetary policies have nowhere to go... yet

In the last few months, aside from minor tweaks, central bank meetings have become rather
uninspiring events mainly for two reasons. Policy easing has almost reached its limit, and the post-
Covid-19 recovery isn't quite in the bag just yet to start raising rates again.

The fact that we have three central bank meetings next week in Indonesia, Japan and Taiwan, and
we anticipate no changes to the main policy rates makes the point quite well.

Recent surge in 10-year JGB yields has aroused market interest in
the next week's BoJ policy meeting.
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That said, there has been some pending market interest in the Bank of Japan’s policy after the
recent surge in bond yields. With the policy rate below zero for years, the central bank is usually
left adjusting the policy via bond purchases or yield curve control. Speculation seems to be rife
about tweaks to the policy band for the 10-year Japanese government bond yields, currently
implied to be 40 basis point around the 0% target (20bp on either side), as the yield pushed near
the top end of the policy band.

Adding to the speculation were Governor Haruhiko Kuroda's comments last week that emphasised
the need to keep the borrowing cost low to support recovery. Market chatter suggests a possible
widening of the trading band, allowing the 10-year yield to fluctuate more freely.

Whether Japan's central bank ends up taking that route and the extent it helps to push yields back
down to 0% remains to be seen.

Asia-Pacific not immune to Treasury rout

Asia Economic Calendar

Country Time Data/event ING Surve Prev.

South Korea 2355 Feb Trade Balance Revised - 27
China 0200 Feb Industrial Output (YoY3s) - 300 73

0200 Feb Retail Sales (YoYes) - 32.0 46

0200 Feb Fixed asset investment (36YoY YTD) 490 29

0200 Feb New home prices (36 MoM) 03 03

India 0630 Feb WPI Inflation (Yo%) - 32 20

1130 Feb Trade balance -USD bn -13.3 -12.9 -14.5

1130 Feb Imports (YoY %) 75 20

1130 Feb Exports (YoY %) -1.0 6.2

Indonesia 0400 Feb Trade balonce -USD bn -0.7 20
0400 Feb Imports (YoY %) 125 -6.5

0400 Feb Exports (Yol %) 36 122

Philippines - Jan Budget Balance (PHP bn) -41.2 -302.6

- Jan OCW remittances (Yo%) 15 -0.4

South Korea 2300 Feb Unemployment Rate - 5.4

Wednesday 17 March

Singapore 0030 Feb NODX (MoM/YoY %) 2171 7.0/128
Thursday 18 March

Indonesia 0700 7-Day Reverse Repo 3.50 350

Taiwan 0800 Q1 Discount Rate 1125 1125

Source: ING, Refinitiv, *GMT
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