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Good MornING Asia - 24 April 2018

Central banks spend all their efforts trying to raise inflation, then when
it looks as if it is happening, anxiety spikes. Stories about global
recession looming are in our view hugely overdone. But there are
interesting things happening in semiconductor space that Asia ought
to be concerned about
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Taiwan's industrial production misses estimate for
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Despite the rise in industrial production, some electronic parts
failed to hold up healthy growth

Thailand

Thailand: Above-expected trade surplus in March
2018 remains on course to be the second year of a narrowing
trade surplus. Re-pricing for a narrower external surplus and
political uncertainty associated...
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Taiwan’'s industrial production misses
estimate for important items

Despite the rise in industrial production, some electronic parts failed to
hold up healthy growth

Source: Shutterstock

Semiconductors grew but panels and optics shrank

In general, production of electronics grew 6.62% year on year, which was above the average
industrial production of 3.09% for Taiwan in March. The strongest growth came from integrated
circuits, and semiconductors grew at a solid 11%.

However, this may not be as upbeat as it looks. Production of display panels and optic-related
parts shrank by 1.67%YoY and 1.4%YoY, respectively.

This makes us thinks that the whole value chain of smart-device production could be slower than
last year.

Trade tension might not be positive

As trade tensions in the telecoms and IT production sector between Mainland China and the US
grow, the whole supply chain of electronic products could be affected. Some players will get hurt
immediately, while some may benefit as they have alternative substitutes for the

"banned" Chinese products in the US.
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We hesitate to jump to the conclusion that this is positive for Taiwanese products because of its
closely linked production chain with Mainland China as many electronic products made in Mainland
China have parts imported from Taiwan.

This, in fact, could be negative for Taiwan unless it has a substitute for the Mainland products
affected.
The asset market has suggested that Taiwan could be affected negatively by the ongoing

US-China trade tensions.

USD/TWD has weakened from 29.08 at the beginning of April to 29.531, weakening 1.55% so
far in the month. The Taiwan stock market index (TWSE) has also fallen with the currency,
which is why we are monitoring the economy closely to consider revision of forecasts.
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Thailand: Above-expected trade surplus
in March

2018 remains on course to be the second year of a narrowing trade
surplus. Re-pricing for a narrower external surplus and political
uncertainty associated...

Source: Shutterstock

$ 1 3 b n Trade surplus in March

Higher than expected

Above-expected exports, weak imports in March

Thailand's exports grew a greater-than-expected 7.1% year-on-year in March, but import growth
was slower than expected, at 9.5%. The consensus forecasts were 6.0% and 11.6%, respectively.
The result was a trade surplus of almost $1.3bn - double the $660m consensus forecast.
Nevertheless, the year-to-date trade surplus of $2bn has almost halved from a year ago.
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ING forecast of 2018 current account

$40bn =

8% of GDP

Narrowing trade surplus

2017 was the first year in the last four years that Thailand's trade surplus narrowed; at $13.9bn,
the 2017 annual surplus was down from $21.2bn in 2016. Our forecasts of 7% export growth and
11% import growth in all of 2018, imply a further narrowing of the surplus to $6bn this year. If all of
this narrowing gets carried over to the current account surplus, the latter will come in close to
$40bn or about 8% of GDP in 2018. That cannot be taken for granted, however. Despite a $7.3bn
YoY narrowing of the trade surplus in 2017, the current account held steady at $48bn (10.5% of
GDP).

Trade balance drives current account balance
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THB re-pricing

We view the persistent wide current account surplus more as a sign of weakness than a strength of
the economy, signifying anaemic domestic spending. Yet this is the main source of the currency
appreciation underway since last year. The Thai baht's (THB) 4% year-to-date appreciation against
the US dollar, the most among Asian currencies, comes on top of 10% appreciation in 2017 when it
was the third-best performer (after the Korean Won and the Malaysian ringgit).

However, THB appreciation has almost stalled since March this year. We believe re-pricing for a
narrower external surplus and political uncertainty associated with delayed general elections will
weigh on THB performance in 2018. We forecast a tight range trading of USD/THB around 31
through the rest of the year.
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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 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 http://www.ing.com.
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