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Good MornING Asia - 11 December 2018

India's Central Bank chief resigns, opening up the coffers for state
plunder. Brexit purgatory continues, will someone make it stop! And
it's not all going well across the channel in France either, as Macron
tries to buy his way out of trouble - this sounds like it will stretch
France's fiscal deficit (Italy take note...)
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Let the pillage commence!
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General market tone: Slight risk off. Risk sentiment will remain
fragile on Tuesday, although bargain hunting in Asia may lift
stocks after a...

India: Patel throws in the towel

Governor Patel's sudden exit from the Reserve Bank of India
intensifies market uncertainty and is negative for the Indian rupee
(INR). The USD/INR...
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Let the pillage commence!

India's Central Bank chief resigns, opening up the coffers for state
plunder. Brexit purgatory continues, will someone make it stop! And
it's not all going well across the channel in France either, as Macron
tries to buy his way out of trouble - this sounds like it will stretch
France's fiscal deficit (Italy take note...)

Source: Shutterstock

India: RBI's Patel resigns
This From Prakash Sakpal on the RBI Governor's resignation (full note here).

We noted in our ‘Asia week ahead’ note last Friday that the investors would stay clear of the Indian
markets ahead of the polling results for five state elections to be announced today. And we have
more reasons to think so now, following the news yesterday about the Reserve Bank of India’s
governor resigning ahead of the forthcoming RBI board meeting later this week (14 December).

Urijit Patel's resignation for ‘personal reasons’ in fact goes to reinforce the widened rift between the
central bank and the government. Clearly, the central bank independence is compromised, and,
the government indeed has a greater control of the central bank and its reserves, which is required
to plug the widening fiscal deficit in the election year. Whoever replaces Patel, most likely the
senior-most deputy governor, or a hand-pick of the government, the next central bank chief will be
under an intense pressure from the government to concede to the latter's demands for more
growth-friendly policies ahead of the general elections in early 2019. The news is clearly a
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significant negative for the markets; even Moody's deplored as being credit negative. The USD/INR
is just shy of our end-year 71.50 forecast (spot 71.3).

Put me out of my misery

Asked if | was going home for Christmas at the coffee shop this morning (standard question to
expats), | had to answer, "No, there's nothing there for me now", and as | watch the Brexit
purgatory drag on, that feels increasingly true. James Smith has put an excellent piece on this on
Think - I can't talk about this anymore. Please read his detailed note on what this all means.

One way or another, I'm just hoping someone will put me out of my misery on this topic - though
as | noted in yesterday's note, the groundswell for a second referendum in the UK (sample of
about four in various recent pub-based conversations) seems to be growing, whether to decisively
leave without a deal on WTO terms, with the accompanying though hopefully short-lived food and
medical shortages that this would possibly entail, or to return to what existed before, which placed
against the alternatives, does not look such a bad place to be after all. Either way, the best
Christmas present of all would be an end to Brexit news stories.

Macron uses "Get out of jail" card - its not free though

I'm hoping someone will soon put a value on the cost of French President Emmanual Macron's
cave-in to the Gilets Jaunes movement. France was projected to run a budget deficit of 2.8%
before Macron pulled the plug on plans to raise fuel duties. He is now trying to buy peace with a
EUR100 per month increase in the minimum wage, a tax-free end-of-year bonus, an end to levies
on overtime and cuts to taxes on lower income pensions.

Most interested in the impact on the French deficit will be the Italians, who are in a fight with the
European Commission about their plans for a 2.4% deficit. of course, deficit procedures are more
complicated than a straight comparison of deficits, but to the average yellow-vested punter on the
streets, this is about as far as it usually gets...For all those looking for a EUR rally next year, this sort
of internal European inconsistency, as much as the mediocre macro story, provides a good reason
to keep EUR expectations limited.
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ASEAN morning bytes

General market tone: Slight risk off. Risk sentiment will remain fragile
on Tuesday, although bargain hunting in Asia may lift stocks after a
tech-inspired rally on Wall Street.

N
A /&,\7_" g

'
{
v

2

w jmg

f
4

1

International theme: Fears of global growth slowdown hurts risk
sentiment

e Fears of a global slowdown continued to weigh on sentiment with crude oil prices wiping out
gains from the recent OPEC cut. Brexit concerns also dampened already fragile sentiment
although a late rally in FANG stocks on Wall Street may inspire some bargain hunting on
Tuesday.

EM Space: Tech rally may provide some lift, but not a lot

¢ General Asia: A late rally in technology shares in the United States may help boost bargain
hunting in Asia although the gains will likely be muted with investors fearful of a slowing
global economy with oil prices tumbling despite the OPEC production cut.

 Philippines: The Philippines reports data on trade on Tuesday with market expectations
pointing to another wide trade gap of at least $3bn with imports seen to post double-digit
expansion while exports will likely remain lackluster. With the trade gap seen to remain in
deficit in the medium term and outweigh inflows of the structural nature such as Overseas
Filipino remittances, we can expect the Philippines to continue to post current account
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deficits, thereby exerting pressure on the PHP to weaken in 2019.

What to look out for: BSP policy decision

¢ Philippines trade (11 December)

¢ US producer prices (11 December)

¢ Malaysia industrial production (12 December)

¢ Singapore retail sales (12 December)

e US inflation (12 December)

e Philippines BSP policy (13 December)

e ECB policy meeting (13 December)

¢ China retail sales, industrial production (14 December)
¢ Hong Kong industrial production (14 December)

e US retail sales (14 December)
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India: Patel throws in the towel

Governor Patel’s sudden exit from the Reserve Bank of India intensifies
market uncertainty and is negative for the Indian rupee (INR). The
USD/INR is just shy of our end-year 71.50 forecast (spot 71.3). We
continue to see the pair re-testing the 73 level within the next three-
to-six months

Source: shutterstock

RBI governor Patel throws in the towel

We noted in our ‘Asia week ahead’ note last Friday that investors would stay clear of Indian
markets ahead of polling results for the five state elections to be announced today. And we have
more reasons to think so now, following the news yesterday about Reserve Bank of India’s
governor resigning ahead of the forthcoming RBI board meeting later this week (14 December).

Urjit Patel’s resignation for ‘personal reasons’, well before the expiry of his term in September 2019,
in fact, goes to reinforce the widened rift between the central bank and the government. Clearly,
central bank independence is compromised, and the government indeed now has greater control
of the central bank and its reserves, which are required to plug the widening fiscal deficit in the
election year.

What's next?

Whoever replaces Patel, most likely the most senior deputy governor, or a hand-pick of the
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government, the next central bank chief will be under intense pressure from the government to
concede to the latter's demands for more growth-friendly policies ahead of general elections in
early 2019. The news is clearly a significant negative for the markets; even Moody's deplored it as
being credit negative.

The opinion polls for state elections are neck-and-neck between Modi's Bharatiya Janata Party and
its main rival Congress Party, and the outcome will be crucial for the incumbent retaining power in
the general elections. We aren't expecting today, or probably during the rest of the week, any
positive news for the local markets. The politics will continue to overshadow the economy as most
of India's monthly economic data (consumer and wholesale prices, industrial production, and
trade) will likely be pushed into the background.

Going forward, the focus will remain the way the RBI conducts its monetary policy. And based on
the current economic dynamic, and the political pressure to ease, the RBI leaving policy on hold
through mid-2019 remains our baseline. Any policy easing on grounds of lower inflation is unlikely
to do enough to boost growth in time to enhance political odds in favour of Modi.

The USD/INR is just shy of our end-year 71.50 forecast (spot 71.3). We continue to see the pair re-
testing the 73 level within the next three-to-six months.
Author

Alissa Lefebre
Economist
alissa.lefebre@ing.com

Deepali Bhargava
Regional Head of Research, Asia-Pacific
Deepali.Bhargava@ing.com

Ruben Dewitte
Economist
+32495364780
ruben.dewitte@ing.com

Kinga Havasi
Economic research trainee
kinga.havasi@ing.com

Marten van Garderen
Consumer Economist, Netherlands
marten.van.garderen@ing.com

David Havrlant

Chief Economist, Czech Republic
420770 321 486
david.havrlant@ing.com

Sander Burgers

Bundles | 11 December 2018 15


mailto:alissa.lefebre@ing.com
mailto:Deepali.Bhargava@ing.com
mailto:ruben.dewitte@ing.com
mailto:kinga.havasi@ing.com
mailto:marten.van.garderen@ing.com
mailto:david.havrlant@ing.com

Senior Economist, Dutch Housing
sander.burgers@ing.com

Lynn Song
Chief Economist, Greater China
lunn.song@asia.ing.com

Michiel Tukker
Senior European Rates Strategist
michiel.tukker@ing.com

Michal Rubaszek
Senior Economist, Poland
michal.rubaszek@ing.pl

This is a test author

Stefan Posea
Economist, Romania
tiberiu-stefan.posea@ing.com

Marine Leleux
Sector Strategist, Financials
marine.leleux2@ing.com

Jesse Norcross

Senior Sector Strategist, Real Estate

jesse.norcross@ing.com

Teise Stellema

Research Assistant, Energy Transition

teise.stellema@ing.com

Diederik Stadig

Sector Economist, TMT & Healthcare

diederik.stadig@ing.com

Diogo Gouveia
Sector Economist

diogo.duarte.vieira.de.gouveia@ing.com

Marine Leleux
Sector Strategist, Financials
marine.leleux2@ing.com

Ewa Manthey
Commodities Strategist

Bundles | 11 December 2018

THINK economic and financial analysis

16


mailto:sander.burgers@ing.com
mailto:lynn.song@asia.ing.com
mailto:michiel.tukker@ing.com
mailto:michal.rubaszek@ing.pl
mailto:tiberiu-stefan.posea@ing.com
mailto:marine.leleux2@ing.com
mailto:jesse.norcross@ing.com
mailto:teise.stellema@ing.com
mailto:diederik.stadig@ing.com
mailto:diogo.duarte.vieira.de.gouveia@ing.com
mailto:marine.leleux2@ing.com

ewad.manthey@ing.com

ING Analysts

James Wilson
EM Sovereign Strategist
James.wilson@ing.com

Sophie Smith
Digital Editor
sophie.smith@ing.com

Frantisek Taborsky
EMEA FX & Fl Strategist
frantisek.taborsky@ing.com

Adam Antoniak
Senior Economist, Poland
adam.antoniak@ing.pl

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

Coco Zhang
ESG Research
coco.zhang@ing.com

Jan Frederik Slijkerman
Senior Sector Strategist, TMT
jan.frederik.slijkerman@ing.com

Katinka Jongkind
Senior Economist, Services and Leisure
Katinka.Jongkind@ing.com

Marina Le Blanc
Sector Strategist, Financials
Marina.Le.Blanc@ing.com

Samuel Abettan
Junior Economist
samuel.abettan@ing.com

Franziska Biehl
Senior Economist, Germany
Franziska.Marie.Biehl@ing.de

Bundles | 11 December 2018

THINK economic and financial analysis

17


mailto:ewa.manthey@ing.com
mailto:James.wilson@ing.com
mailto:sophie.smith@ing.com
mailto:frantisek.taborsky@ing.com
mailto:adam.antoniak@ing.pl
mailto:min.joo.kang@asia.ing.com
mailto:coco.zhang@ing.com
mailto:jan.frederik.slijkerman@ing.com
mailto:Katinka.Jongkind@ing.com
mailto:Marina.Le.Blanc@ing.com
mailto:samuel.abettan@ing.com
mailto:Franziska.Marie.Biehl@ing.de

THINK economic and financial analysis

Rebecca Byrne
Senior Editor and Supervisory Analyst
rebecca.byrne@ing.com

Mirjam Bani
Sector Economist, Commercial Real Estate & Public Sector (Netherlands)
mirjam.bani@ing.com

Timothy Rahill
Credit Strategist
timothuy.rahill@ing.com

Leszek Kasek
Senior Economist, Poland
leszek.kasek@ing.pl

Oleksiy Soroka, CFA
Senior High Yield Credit Strategist
oleksiy.soroka@ing.com

Antoine Bouvet
Head of European Rates Strategy
antoine.bouvet@ing.com

Jeroen van den Broek
Global Head of Sector Research
jeroen.van.den.broek@ing.com

Edse Dantuma
Senior Sector Economist, Industry and Healthcare
edse.dantuma®@ing.com

Francesco Pesole
FX Strategist
francesco.pesole@ing.com

Rico Luman
Senior Sector Economist, Transport and Logistics
Rico.Luman@ing.com

Jurjen Witteveen
Sector Economist
jurjen.witteveen@ing.com

Dmitry Dolgin
Chief Economist, CIS
dmitry.dolgin@ing.de

Bundles | 11 December 2018 18


mailto:rebecca.byrne@ing.com
mailto:mirjam.bani@ing.com
mailto:timothy.rahill@ing.com
mailto:leszek.kasek@ing.pl
mailto:oleksiy.soroka@ing.com
mailto:antoine.bouvet@ing.com
mailto:jeroen.van.den.broek@ing.com
mailto:edse.dantuma@ing.com
mailto:francesco.pesole@ing.com
mailto:Rico.Luman@ing.com
mailto:jurjen.witteveen@ing.com
mailto:dmitry.dolgin@ing.de

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

Egor Fedorov
Senior Credit Analyst
egor.fedorov@ing.com

Sebastian Franke
Consumer Economist
sebastian.franke@ing.de

Gerben Hieminga
Senior Sector Economist, Energy
gerben.hieminga®@ing.com

Nadege Tillier
Head of Corporates Sector Strategy
nadege.tillier@ing.com

Charlotte de Montpellier
Senior Economist, France and Switzerland
charlotte.de.montpellier@ing.com

Laura Straeter
Behavioural Scientist
+31(0)611172684
laura.Straeter@ing.com

Valentin Tataru
Chief Economist, Romania
valentin.tataru@ing.com

James Smith
Developed Markets Economist, UK
james.smith@ing.com

Suvi Platerink Kosonen
Senior Sector Strategist, Financials
suvi.platerink-kosonen@ing.com

Thijs Geijer
Senior Sector Economist, Food & Agri
thijs.geijer@ing.com

Maurice van Sante
Senior Economist Construction & Team Lead Sectors
maurice.van.sante@ing.com

Bundles | 11 December 2018

THINK economic and financial analysis

19


mailto:nicholas.antonio.mapa@asia.ing.com
mailto:egor.fedorov@ing.com
mailto:sebastian.franke@ing.de
mailto:gerben.hieminga@ing.com
mailto:nadege.tillier@ing.com
mailto:charlotte.de.montpellier@ing.com
mailto:laura.Straeter@ing.com
mailto:valentin.tataru@ing.com
mailto:james.smith@ing.com
mailto:suvi.platerink-kosonen@ing.com
mailto:thijs.geijer@ing.com
mailto:maurice.van.sante@ing.com

Marcel Klok
Senior Economist, Netherlands
marcel.klok@ing.com

Piotr Poplawski
Senior Economist, Poland
piotr.poplawski@ing.pl

Paolo Pizzoli
Senior Economist, Italy, Greece
paolo.pizzoli@ing.com

Marieke Blom

Chief Economist and Global Head of Research

marieke.blom@ing.com

Raoul Leering
Senior Macro Economist
raoul.leering@ing.com

Maarten Leen
Head of Global IFRS9 ME Scenarios
maarten.leen@ing.com

Maureen Schuller
Head of Financials Sector Strategy
Maureen.Schuller@ing.com

Warren Patterson
Head of Commodities Strategy
Warren.Patterson@asia.ing.com

Rafal Benecki
Chief Economist, Poland
rafal.benecki@ing.pl

Philippe Ledent
Senior Economist, Belgium, Luxembourg
philippe.ledent@ing.com

Peter Virovacz
Senior Economist, Hungary
peter.virovacz@ing.com

Inga Fechner
Senior Economist, Germany, Global Trade
inga.fechner@ing.de

Bundles | 11 December 2018

THINK economic and financial analysis

20


mailto:marcel.klok@ing.com
mailto:piotr.poplawski@ing.pl
mailto:paolo.pizzoli@ing.com
mailto:marieke.blom@ing.com
mailto:raoul.leering@ing.com
mailto:maarten.leen@ing.com
mailto:Maureen.Schuller@ing.com
mailto:Warren.Patterson@asia.ing.com
mailto:rafal.benecki@ing.pl
mailto:philippe.ledent@ing.com
mailto:peter.virovacz@ing.com
mailto:inga.fechner@ing.de

Dimitry Fleming
Senior Data Analyst, Netherlands
Dimitry.Fleming@ing.com

Ciprian Dascalu

Chief Economist, Romania
+40 31 406 8990
ciprian.dascalu@ing.com

Muhammet Mercan
Chief Economist, Turkey
muhammet.mercan@ingbank.com.tr

Iris Pang
Chief Economist, Greater China
iris.pang@asia.ing.com

Sophie Freeman

Writer, Group Research

+44 20 7767 6209
Sophie.Freeman@uk.ing.com

Padhraic Garvey, CFA
Regional Head of Research, Americas
padhraic.garveu@ing.com

James Knightley
Chief International Economist, US
james.knightley@ing.com

Tim Condon
Asia Chief Economist
+65 6232-6020

Martin van Vliet

Senior Interest Rate Strategist
+31 20 563 8801
martin.van.vliet@ing.com

Karol Pogorzelski
Senior Economist, Poland
Karol.Pogorzelski@ing.pl

Carsten Brzeski
Global Head of Macro
carsten.brzeski@ing.de

Viraj Patel

Bundles | 11 December 2018

THINK economic and financial analysis

21


mailto:Dimitry.Fleming@ing.com
mailto:ciprian.dascalu@ing.com
mailto:muhammet.mercan@ingbank.com.tr
mailto:iris.pang@asia.ing.com
mailto:Sophie.Freeman@uk.ing.com
mailto:padhraic.garvey@ing.com
mailto:james.knightley@ing.com
mailto:martin.van.vliet@ing.com
mailto:Karol.Pogorzelski@ing.pl
mailto:carsten.brzeski@ing.de

THINK economic and financial analysis

Foreign Exchange Strategist
+44 20 7767 6405
viraj.patel@ing.com

Owen Thomas

Global Head of Editorial Content
+44 (0) 207 767 5331
owen.thomas@ing.com

Bert Colijn
Chief Economist, Netherlands
bert.coliin@ing.com

Peter Vanden Houte
Chief Economist, Belgium, Luxembourg, Eurozone
peter.vandenhoute@ing.com

Benjamin Schroeder
Senior Rates Strategist
benjamin.schroder@ing.com

Chris Turner
Global Head of Markets and Regional Head of Research for UK & CEE
chris.turner@ing.com

Gustavo Rangel
Chief Economist, LATAM
+1 646 424 6464
gustavo.rangel@ing.com

Carlo Cocuzzo

Economist, Digital Finance
+44 20 7767 5306
carlo.cocuzzo@ing.com

Bundles | 11 December 2018 22


mailto:viraj.patel@ing.com
mailto:owen.thomas@ing.com
mailto:bert.colijn@ing.com
mailto:peter.vandenhoute@ing.com
mailto:benjamin.schroder@ing.com
mailto:chris.turner@ing.com
mailto:gustavo.rangel@ing.com
mailto:carlo.cocuzzo@ing.com

THINK economic and financial analysis

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 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 BRO00341) 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.

Bundles | 11 December 2018 23


https://www.ing.com

