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Key Events:
•

Japan’s exports and Taiwan’s industrial production (April) are
likely to remain sluggish, given the recent dip in China’s
economic indicators.

•

Inflation pressure in Hong Kong and Malaysia should have
remained mild in April.
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Chart of the Week: Gauging the trade war vulnerability of Asian economies
Asia’s electronics supply chain is highly intertwined – the finished electronics products tend to be assembled in China, but
various parts and components are supplied by other Asian countries. Statistics show that Taiwan and South Korea are
China’s biggest sources of electronics imports (share: 22%, 19%), followed by Japan (9%) and Malaysia (7%). For Taiwan,
Malaysia and South Korea, electronics exports to China are also large relative to their economic sizes – 19%, 10% and 6%
of GDP, respectively. As far as the supply chain disruption impact is concerned, these three economies would be vulnerable
to the new round of China-US trade war. April export data for these economies are weak across the board, with the 3month moving average down by 3.5%, 7.2%, and 5.5% for China, South Korea, and Taiwan, respectively. As trade wars
hurt demand in the US and China, Asian electronics manufacturers will feel considerable pain, in our view.
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Event
May 20 (Mon)
Japan: GDP (1Q P)
Taiwan: export orders (Apr)
Hong Kong: unemployment rate (Apr)

May 21, 2019

Consensus

DBS

Previous

-0.2% q/q saar
-6.5% y/y
2.8%

-0.4% q/q saar
-6.3% y/y
2.8%

1.9% q/q saar
-9.0% y/y
2.8%

1.5% y/y
2.9% q/q saar
2.9% y/y

1.6% y/y
3.4% q/q saar
3.0% y/y

1.3% y/y
2.0% q/q saar
3.7% y/y

-1.4% y/y
4.5% y/y
JPY221.9bn
-2.0% y/y
-3.8% y/y
USD519mn

-2.9% y/y
6.4% y/y
JPY25.8bn
5.0% y/y
1.7% y/y
-USD500mn

-2.4% y/y
1.2% y/y
JPY527.8bn
-4.9% y/y
-7.6% y/y
USD2005mn

May 23 (Thu)
Taiwan: industrial production (Apr)
Hong Kong: CPI (Apr)
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May 24 (Fri)
Japan: CPI (Apr)
Malaysia: CPI (Apr)
Taiwan: GDP (1Q F)
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May 21 (Tue)
Singapore: GDP (1Q F)
Thailand: GDP (1Q)
May 22 (Wed)
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- trade balance

Hong Kong: CPI inflation should have picked up to 2.3% YoY in April from 2.1% in March. The recovery in commodity
prices, the weaker USD amid a dovish Fed, and the relatively strong CNY exchange rate should have added upward
pressure on import costs. The spreading of swine fever in China is expected to boost food prices. Yet, the overall inflation
pressure is likely to remain moderate. Local costs are largely contained due to slow economic growth. The softening of
residential rentals should also help to keep the overall inflation in check.
Japan: Export growth is expected to stay negative for the fifth consecutive month in April, at -2.9% YoY. The near-term
outlook is deteriorating, given the dissipation of China’s stimulus effects and the reescalation of China-US trade tensions.
The China-US tariff war could create double whammy impact on Japan’s exports, through disrupting the regional supply
chains and putting appreciation pressure on the yen. The US’s decision of postponing automobile tariffs could provide
some relief for Japanese exporters, but only temporarily. On the prices front, dynamics remain stable for the time being,
thanks to the tight labour market, recovering oil prices, and positive inflation expectations in the corporate and household
sectors. Headline CPI is expected to pick up to 0.8% YoY in April, compared to 0.5% in March.
Malaysia: Inflation data for April is likely to see an uptick to 0.4% YoY, from 0.2% previously. This is in line with our
expectation that inflation will bottom in 1Q19 and start rising from 2Q19 onwards. The increase will be even more
pronounced in 2H19. One of the key determinants is oil prices. Oil prices are up about 20% since the start of the year, and
this will likely be reflected in the transport CPI index. However, while transport CPI should see some upward shift, this
could be moderated by the subsidies for petrol and the earlier removal of toll charges for motorcycles. Yet, effects from
these people centric measures (including the zero rating of the GST) introduced after the election will likely fade from
June onwards. This should make for a more pronounced climb in headline CPI inflation in 2H19.
Taiwan: Industrial production is expected to continue to contract for the fifth straight month, by -5.0% YoY in April. The
dip in China’s economic indicators in April – PMI, industrial production, retail sales, and fixed asset investment – shows
that China’s stimulus effects have started to fade. The recent hike in the US’s tariffs on USD200bn worth of Chinese goods
suggests that external trade conditions in May could have deteriorated further. Given these new developments, it has
become uncertain whether 1Q is the bottom of Taiwan’s current cycle. Expect the Directorate General of Budget,
Accounting and Statistics to cut its 2019 GDP growth forecast during the review this Friday (current: 2.3%, vs DBSf: 1.9%).
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Thailand: 1Q19 GDP numbers are due today, where sequential slowdown is expected to take headline growth to 3% YoY
from 3.7% in the quarter before. Domestic demand indicators are mixed as farm incomes tapered in the quarter, but
private investment index fared better. Unequivocally, the external sector is likely to emerge as the main cause behind the
slowdown, as markets eye spillover risks from US-China trade disputes and moderating global growth. In 1Q, most key
sectors including electronics, electrical appliances, auto, machinery, chemicals and agri shipments slowed or declined.
This likely spilled over into April data, where we anticipate a notable MoM decline in exports, but base effects will prop
the YoY pace to 5% accompanied by 1.7% rise in imports (resulting in a USD500mn trade deficit vs USD2bn surplus the
month before).
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Sources: Data for all charts and tables are from CEIC, Bloomberg and DBS Group Research (forecasts and transformations).

Disclaimer:
The information herein is published by DBS Bank Ltd and PT Bank DBS Indonesia (collectively, the “DBS Group”). It is based on information obtained
from sources believed to be reliable, but the Group does not make any representation or warranty, express or implied, as to its accuracy, completeness,
timeliness or correctness for any particular purpose. Opinions expressed are subject to change without notice. Any recommendation contained herein
does not have regard to the specific investment objectives, financial situation & the particular needs of any specific addressee. The information herein
is published for the information of addressees only & is not to be taken in substitution for the exercise of judgement by addressees, who should obtain
separate legal or financial advice. The Group, or any of its related companies or any individuals connected with the group accepts no liability for any
direct, special, indirect, consequential, incidental damages or any other loss or damages of any kind arising from any use of the information herein
(including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if the Group or any other person
has been advised of the possibility thereof. The information herein is not to be construed as an offer or a solicitation of an offer to buy or sell any
securities, futures, options or other financial instruments or to provide any investment advice or services. The Group & its associates, their directors,
officers and/or employees may have positions or other interests in, & may effect transactions in securities mentioned herein & may also perform or seek
to perform broking, investment banking & other banking or financial services for these companies. The information herein is not intended for distribution
to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation. Sources for all
charts & tables are CEIC & Bloomberg unless otherwise specified.
DBS Bank Ltd., 12 Marina Blvd, Marina Bay Financial Center Tower 3, Singapore 018982. Tel: 65-6878-8888. Company Registration No. 196800306E.
PT Bank DBS Indonesia, DBS Bank Tower, 33rd floor, Ciputra World 1, Jalan Prof. Dr. Satrio Kav 3-5, Jakarta, 12940, Indonesia. Tel: 62-21-2988-4000.
Company Registration No. 09.03.1.64.96422.

Page 4

