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What could possibly go wrong?

WIith markets ending the week in an upbeat mood, is there
anything on the horizon that could wreck this Friday feeling?

Asean Morning Bytes 14 September 2018

General market tone: Risk On. Market players will likely react
positively to reports indicating that the US and China will indeed
hold high-level...

Asia week ahead: Is relief from the currency sell-off
transitory?

Positive economic data out of Indonesia and the Philippines is
unlikely to come as lasting relief for their respective currencies.
Meanwhile, few are...
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Opinion | 14 September 2018 China

What could possibly go wrong?

WIth markets ending the week in an upbeat mood, is there anything
on the horizon that could wreck this Friday feeling?

Source: Shutterstock

Bring on the data

We've had a brief respite from emerging market anxiety, thanks to some helpful central bank
action and a little softer US inflation data that maybe reduces fear that the US Fed will have to
keep hiking and hiking rates into 2019. We have even witnessed a rare phenomenon - the US 2510s
curve steepening a little, as 2Y yields dipped on the inflation data whilst the 10Y yield nosed closer
to 3.0% as equities rallied. The dollar was also a little softer as a result, helped along by the ECB
statement and confirmation of the looming end of QE. The INR and IDR have staged a small, but
welcome rally as a result.

So what could leave us with a nasty taste in our mouths as we head into the weekend?

Well, the China / US trade talks we talked about yesterday are by no means a strong contender for
further good news. Though there are a few more positive stories floating around, some of which
twist the hypothesis we highlighted yesterday that the US is using the momentum of tariff
increases to pressure China towards a deal. The latest version morphs to one where domestic

US political pressure is forcing the US negotiators' hand. | don't see it myself. Unless the public
consultation on the section 301 tariffs was so damning that it would be impossible to even get it
off the ground, | would say that the US still holds most of the cards in this negotiation. That aside,
there is abundant downside risk to this story.

And then there is today's data...
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How's China coping? Watch and learn

Today will provide some further clues as to how China is coping in the midst of the trade war, with
the release of the jobless rate, industrial production, fixed asset investment, and retail sales. And
following the downgrade of our China Economist's GDP forecasts uesterday, will indicate if we are
on the right track, or if more needs to be done, either here, or to our USD/CNY forecasts.

India's trade data for August is also due. We share the consensus view of a slight narrowing of the
trade surplus to $17 billion from $18 billion in July. The lower trade deficit figure will help to
consolidate the rupee's latest gains, though we are sceptical that this will provide lasting relief. The
authorities seem to be dragging their feet on measures to support the currency and we don't think
the worst is over. The recent dip in Indian inflation is also likely to be reversed as the impact of
weak currency filters in, while oil imports swell the trade and current account deficits. We are
sticking to our view of the USD/INR rising to 73.50 by end-2018.

News from the G-7 is likely to continue in an upbeat tone, with US August retail sales and
University of Michigan consumer sentiment indices both likely to be on the strong side, according
to our US economists forecasts. That said, strong figures for these data could push up Fed rate hike
fears again, so could be a bit of a double-edged sword.

Following these releases, all data may take a bit of a knock from, of all things, the weather. With
Hurricanes about to strike the East Coast of the United States, and Super-Typhoons lashing much
of Asia, we are likely to see data heavily distorted in the coming few months. Activity data will be
down. And prices will likely be up. This is going to make it hard to tell what is really going on. Fear
tends to pick up when confusion reigns, so market volatility may be the main theme for the
coming month.

Author

Olivia Grace
Editor
olivia.grace@ing.com

Julian Geib
Junior Economist, Global Trade
julian.geib@ing.de

Zoltan Homolya
Economic research trainee
zoltan.homolya®@ing.com

Amrita Naik Nimbalkar
Junior Economist, Global Macro
amrita.naik.nimbalkar@ing.com

Mateusz Sutowicz
Senior Economist, Poland
mateusz.sutowicz@ing.pl

Bundles | 14 September 2018 3


https://think.ing.com/%7Bpage_3346%7D
mailto:olivia.grace@ing.com
mailto:julian.geib@ing.de
mailto:zoltan.homolya@ing.com
mailto:amrita.naik.nimbalkar@ing.com
mailto:mateusz.sutowicz@ing.pl

THINK economic and financial analysis

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
morten.von.qorderen@inq.com

David Havrlant

Chief Economist, Czech Republic
420770321 486
david.havrlant@ing.com

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

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

Michiel Tukker
Senior UK & Eurozone 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

Bundles | 14 September 2018 4


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
mailto:sander.burgers@ing.com
mailto:lynn.song@ing.com
mailto:michiel.tukker@ing.com
mailto:michal.rubaszek@ing.pl
mailto:tiberiu-stefan.posea@ing.com

THINK economic and financial analysis

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
Senior Economist, Healthcare & Technology
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
ewo.mantheu@inq.com

ING Analysts

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

Sophie Smith
Digital Editor
sophie.smith@ing.com

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

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

Min Joo Kang

Bundles | 14 September 2018 5


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
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

Senior Economist, South Korea and Japan
min.joo.kang@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

Rebecca Byrne

Deputy Global Head of Editorial and Supervisory Analyst

rebecca.byrne@ing.com

Mirjam Bani

THINK economic and financial analysis

Sector Economist, Commercial Real Estate & Public Sector (Netherlands)

mirjam.bani@ing.com

Timothy Rahill
Credit Strategist
timothy.rahill@ing.com

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

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

Jeroen van den Broek

Bundles | 14 September 2018


mailto:min.joo.kang@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
mailto:rebecca.byrne@ing.com
mailto:mirjam.bani@ing.com
mailto:timothy.rahill@ing.com
mailto:leszek.kasek@ing.pl
mailto:antoine.bouvet@ing.com

THINK economic and financial analysis

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

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 Corporate Sector Strategy
nadege.tillier@ing.com

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

Laura Straeter

Bundles | 14 September 2018 7


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
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

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

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

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
madarten.leen@ing.com

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

Bundles | 14 September 2018

THINK economic and financial analysis


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
mailto:marcel.klok@ing.com
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

Warren Patterson
Head of Commodities Strategy
Warren.Patterson@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, Global Trade
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.garvey®@ing.com

James Knightley
Chief International Economist, US

Bundles | 14 September 2018

THINK economic and financial analysis


mailto:Warren.Patterson@ing.com
mailto:rafal.benecki@ing.pl
mailto:philippe.ledent@ing.com
mailto:peter.virovacz@ing.com
mailto:inga.fechner@ing.de
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

THINK economic and financial analysis

james.knightley@ing.com

Tim Condon
Asia Chief Economist
+65 6232-6020

Martin van Vliet

Senior Interest Rate Strategist
+31 20563 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

Foreign Exchange Strategist
+44 20 7767 6405
virgj.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

Bundles | 14 September 2018

10


mailto:james.knightley@ing.com
mailto:martin.van.vliet@ing.com
mailto:Karol.Pogorzelski@ing.pl
mailto:carsten.brzeski@ing.de
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

THINK economic and financial analysis

gustavo.rangel@ing.com

Carlo Cocuzzo

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

Bundles | 14 September 2018 11


mailto:gustavo.rangel@ing.com
mailto:carlo.cocuzzo@ing.com

THINK economic and financial analysis

Article | 13 September 2018

Asean Morning Bytes 14 September 2018

General market tone: Risk On. Market players will likely react positively
to reports indicating that the US and China will indeed hold high-level
discussions on trade. On the central bank front, the ECB and BoE kept
rates unchanged while US inflation slowed in August.

International theme: US inflation slips while China and the US
look set to talk anew

¢ US inflation slowed, helping boost some risk-taking activity even if the market continues to
price-in a September rate hike. The ECB and the BoE both kept policy rates unchanged with
the former recognizing the increased risk of financial market volatility and the effects of the
possible trade war.

¢ China and the US appear headed for another round of trade discussions, albeit with higher
level officials expected to come to the table. Meanwhile, Canadian PM Justin Trudeau
reiterated his desire to only sign a deal that was “good for Canada”.

EM Space: Asian markets seen to benefit from renewed US-
China trade talks

e General Asia: Asian markets are set to benefit from a round of risk on tone after US inflation
slipped and in reaction to positive developments on the trade front.
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Malaysia: Minister Lim Guan Eng sees the US-China trade war as short-term positive for
Malaysia’s electronics and steel industries and the economy holding on to 5% growth rate,
while trade and current account surplus shield it from contagion effects from emerging
markets. Our end-year USD/MYR forecast is 4.25 (spot 4.15).

Indonesia: Deputy Governor Mirza Adityaswara echoed the previous rhetoric of the Bank of
Indonesia Governor Warjiyo, indicating the Rupiah would remain fairly stable in 2019. The
national government approved the 2019 assumptions that approved an assumption of
14,400 while we forecast a weaker IDR of 14,800 in 2019 on the average. But with the
central bank remaining hawkish into 2019, the chances for stability remains high.

Thailand: DPM Somkid attributed yesterday’s stock market rally (SET index up 2.3%, the
most in two years) to reduced political uncertainty as King Maha Vajiralongkorn approved
law required for parliamentary election. PM Prayuth said February 24 to be the earliest date
the elections would be held.

Philippines: Inflation concerns continue to build given possible crop damage with additional
pressures stemming from utility adjustment in August from water companies. The Peso
remains on the backfoot with market seen to react as BSP continues to weigh the inflation
outlook, which could delay or diminish the chances for an off-cycle policy rate hike.

What to look out for: Retail sales from China and the US

China Retail sales and industrial production 9/14/2018

US Retadil sales and consumer confidence 9/14/2018

PHL Remittances 9/17/2018

Indonesian Trade Balance 9/17/2018

US-China trade negotiations (deadline: end of September)
Argentina-IMF credit line request (on-going)
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Asia week ahead: Is relief from the
currency sell-off transitory?

Positive economic data out of Indonesia and the Philippines is unlikely
to come as lasting relief for their respective currencies. Meanwhile, few
are betting on a rate hike from the Thai central bank as the currency
enjoys strong external payments support

Source: Shutterstock

© Relief from currency sell-off but how long will it last?

In keeping with broader emerging markets, Asian currencies received some support from a softer
US dollar this week. But as the US Federal Reserve is set to hike rates again later this month and
once more before the end of the year, just how long will the relief last? This will remain the
question for some time, but for now, we anticipate that Asian currencies hit hardest by the recent
contagion will see some support from friendly economic releases.

Bundles | 14 September 2018 14



THINK economic and financial analysis

The trade data dominates the Asian economic calendar, with Indonesia, Thailand, and Singapore
releasing numbers. We think Indonesia’s trade figures will be closely-watched for clues about
where the trade deficit is heading. We are hoping for some good news of a narrower deficit, which
on our house forecast falls to $750 million from over $2 billion in July. But we don't think this is
enough to stem the currency (IDR) weakness. With our forecast for August, the cumulative deficit
of $3.8 billion in the first eight months of the year is a huge swing from a $9.1 billion surplus a year
ago. We expect no break in the Bank Indonesia rate hike cycle just yet.

Thailand stands at the opposite spectrum with a large trade surplus driving the currency's (THB)
outperformance. We estimate an August trade surplus of $1.2 billion, a sharp positive swing from a
$516 million deficit in July. Likewise, the continued strength of Singapore’s non-oil domestic
exports- albeit with some anticipated electronics weakness in August- and the central bank policy
of a ‘gradual and modest’ appreciation of the trade-weighted exchange rate is keeping the
Singapore dollar (SGD) among Asia’s outperforming currencies.

Philippines’s July overseas workers remittances and the August balance of payments position also
are expected to be positive for the local currency (PHP). Remittances were unusually weak in June
this year despite seasonal inflows for school fee payments but we expect some improvement in
July helped by the stabilisation of the peso. A bounce in foreign exchange reserves in August also
heralded some improvement in the overall balance of payments in the last month. Still, with
remittances insufficient to cover the trade deficit on a sustainable basis and the current account in
deficit, this isn't a long-term positive for the Philippine peso.

© Anyone betting on Thai central bank policy move?

The Bank of Thailand's Monetary Policy Committee meets next Wednesday (19 September). Only
five of the 22 analysts who participated in a Bloomberg survey published on 29 August expect a 25
basis point policy rate hike in the current quarter, or at the upcoming meeting. We don't think this
will happen. In the same survey, expectations for a rate hike in the fourth quarter increased, with
another seven analysts predicting such a move. We still don't buy it.

We don't see a pressing need for a policy move just yet. Growth has started to moderate in 2Q18
and is likely to slow further in the second half of the year. Despite a full percentage point rise in
inflation since the start of the year to a four-year high of 1.6% in August, core inflation has been
firmly below 1%. And above all, the currency (THB) continues to enjoy a strong standing among
regional peers. Like at the August meeting, we aren't ruling out some hawkish rhetoric, but policy
inaction remains our baseline for the remainder of the year.
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Asia Economic Calendar

Countri Time Data/event ING Surve Prev.
Saturday 15 September

China 0230 Aug 70-cities New home prices (MoM%/YoY%)

Monday 17 September

Indonesia 0500 Aug Imports (Yo%)
0500 Aug Exports (YoY%)
0500 Aug Trade balance (US$mn)
Philippines - Jul OCW remittances (Yo%)
Singapore 0130 Aug Non-oil Domestic Exports (MoM%/YoY%)
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-I- 4.3/11.8

Wednesday 19 September

Malaysia 0500 Aug CPI (Yo%)
Thailand "o805 Benchmark Interest Rate

- Aug Exports (Cust est, YoY%)

Aug Imports (Cust est, Yo%)

15 4.5

Thursday 20 September

Taiwan 0900 Aug Export Orders (YoY%)

Friday 21 September

South Korea 2200 Aug PPl (MoM/YoY%)
Source: ING, Bloomberg
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