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Article Asia week ahead: Monetary easing cycle near 
trough 
The collapse in economic activity during Covid-19 lockdowns is well 
known, and massive stimulus is in place to help shore up the recovery. 
This leads us to think that the Asian central bank easing cycle is coming 
to an end 
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A mixed bag of policy decisions 
Following policy verdicts from central banks in Japan, Taiwan, and Indonesia this week, the 
markets will be awaiting decisions from those in China, Thailand, the Philippines, and New Zealand 
next week. A record decline in activity during the lockdown months may call for more policy 
easing. But as the lockdowns are being lifted and economies are slowly getting back on their feet, 
we now need to observe whether the aggressive fiscal and monetary easing already in place will 
facilitate a recovery before any more easing is introduced. This is a strong argument for inaction 
by central banks, especially those with barely any easing space left. The clear candidates here are 
the Reserve Bank of New Zealand and the Bank of Thailand. Both have hit their limits on rate 
policy easing, their Covid-19 lockdowns have ended and their economies are back in action. We 
could also add Taiwan’s central bank to this camp after its decision to leave policy on hold this 
week. The People’s Bank of China will carry out its monthly exercise of adjusting the prime lending 
rates next week. Boosting economic growth remains a top priority for the central bank amid a 
second wave of the disease. This supports our house view for a 10-20 basis point cut to the 1-year 
and 5-year lending rates. In the Philippines, we think the Bangko Sentral ng Pilipinas (BSP) will take 
advantage of a strong currency and falling inflation to cut the policy rate by another 25bp. 
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Growth and inflation moving lower 
Inflation and manufacturing releases for May dominate the data flow next week. Both are moving 
lower and into deeper negative territory for some regional economies. Broad weakness in demand has 
depressed CPI inflation. Among the key inflation drivers, transport prices have been disproportionately 
affected by lockdowns and lower fuel prices, more than offsetting steady food price inflation. This has 
pushed inflation in Malaysia and Singapore into negative territory in recent months. It could have been 
even more negative in May. While still positive, Hong Kong’s inflation is also expected to have nudged 
lower in the last month. Exports have been a key drag on manufacturing along with weak domestic 
demand. Singapore’s exports and manufacturing disproportionately benefited from a surge in 
pharmaceutical demand in the global pandemic. But the export surge ended in May and so did the 
boost to manufacturing, in our view. Taiwan’s exports and manufacturing are holding up relatively 
well, allowing the central bank there to leave policy on hold this week. The combined April-May 
manufacturing growth will provide a sense of the GDP contraction in 2Q20, which is going to be the 
worst in at least a decade. 
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Disclaimer 

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank 
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Group NV 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 
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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. The producing legal 

entity 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 subject to limited regulation by the 

Financial Conduct Authority (FCA). ING Bank N.V., London branch is registered in England 

(Registration number BR000341) 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 
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