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Japan’s December activity data
suggests mild 4Q GDP rebound

Industrial production rose but missed the market consensus while retail
sales unexpectedly declined. Weaker-than-expected monthly data
suggests any rebound in 4Q GDP should be modest. But the upturn in the
semiconductor cycle and solid demand in vehicles should support
growth
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Lower than expected

Industrial production rebounded in December, more than
offsetting the November decline

December IP rose 1.8% month-on-month (seasonally adjusted), a bit weaker than expected
(market consensus 2.5%) but the monthly gains were broadly based. Notably, chip-making
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equipment grew 5.4% for a second month and transportation equipment - vehicles (1.2%) and
aircraft parts (11.3%) - rebounded. Also, as shipments grew faster (2.5%) than production,
inventories were down -1.2%.

Along with today’s robust Korean IP outcome, we firmly believe that global demand for IT and
vehicles is solid. We believe the negative impact of the recent earthquake should begin to
appear from January's monthly data, but it should be limited and temporary, thus the
underlying trend of a solid recovery in IT and vehicles will likely continue in the current
quarter.

Japan IP improved compared to 3Q23
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Unexpectedly weak retail sales are a concern for near-term
growth

Retail sales declined -2.9% MoM sa in December (vs 0.2% market consensus), more than
offseting the previous month's gain of 1.1%. The declines were widespread across all sectors
but were most notably down in apparel (-10.7%), vehicles (-5.0%), and household machines
(-8.8%). It seems like higher inflation is biting into household consumption.

GDP and BoJ outlook

The gains in manufacturing output suggest 4Q23 GDP rebounded (0.3% QoQ sa) from a mild
contraction in 3Q23 (-0.7%), with the risk skewed to the upside. We think that weak retail sales
should be the main drag on overall growth and that households’ cautious consumption
behaviour could further discourage the Bank of Japan from raising its policy rates. The
economic outlook is still positive as solid corporate earnings will likely boost investment and
offer solid wage gains. But, if the negative output continues, then demand-driven inflation is
hardly achieved. So, it should preclude the Bank of Japan from making major policy changes in
March.


https://think.ing.com/snaps/korea-industrial-production-decelerated-mildly-in-december-but-with-encouraging-details/
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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
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