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e First quarter GDP growth figures have
brought out several peculiarities, caused
mainly by a revision in last year’s figures

e The drastic backward revision has shed more
light on the underlying weakness of the
economy in recent quarters

o Implication for our forecast — We have
lowered our 2019 full year growth forecast to
2.1% in response to this data revision

e Implications for investors — Risks have picked
up in the horizon, weighing down on outlook

First quarter GDP growth figures announced this morning
turned out to be mixed. While the headline number was
revised marginally downward to 1.2% YoY (from 1.3%
previously), the sequential figure was raised to 3.8% QoQ
saar (from 2.0% previously). It is not clear to many if the
outcome is better or worse than what was previously
projected in the official advance GDP estimates
announced last month. There are several takeaways from
scrutinizing this most recent set of figures.

Based on the advance estimates, a sharp decline of 9.5%
in manufacturing output was factored in the projection.
As it turns out, industrial output contracted less than
expected at -4.8% YoY. This was better than previously
thought and as a result, consensus expectation was
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GDP growth by sectors

1Q18 2Q18 3Qi18 4Qi18 2018 1Q19

% YoY
Overall GDP 4.6 4.2 2.6 1.3 31 1.2
Manufacturing 10.0 | 10.6 | 35 4.6 7.0 | -0.5
Construction -64 | -43 | -26 | -1.2 | -3.7 2.9
Services producing 4.4 2.9 2.8 1.5 2.9 1.5
% QoQ saar
Overall GDP 4.9 0.7 08 | -08 | 3.1 3.8
Manufacturing 1421 7.8 11| -34)] 70| -71
Construction -35 | -78 | 0.2 5.3 -3.7 | 14.0
Services producing 58 | -1.5 1.7 0.4 2.9 5.5

* advance estimates

skewed towards an upward adjustment in both the YoY
and QoQ saar figures. However, the twist of the story
arises from the backward revision to last year’s figures.
The headline YoY figure was revised down marginally as
a result of now a higher base of comparison. While this
is a common practice by the Department of Statistics to
revise previous year’s figures, this is usually done by
February when the full year numbers for the previous
year are finalised.

Secondly, to view the upward adjustment in the quarter-
on-quarter figure as an improvement is also not exactly
right. Note 4Q18 GDP growth was significantly
downgraded from an expansion of 1.4% QoQ saar (1.9%
YoY) to a contraction of 0.8% QoQ saar (1.2% YoY). That
is a whopping 2.2%pt change in the sequential figure,
and this also marks the first quarterly decline since
1Q15. Another concern is that the downward
adjustment is mainly on the services sector (from +2.8%
to 0.4%), which accounts for the bulk of the economy.

Hence, one can argue that the bounce-back in 1Q19
figure (+3.8% QoQ saar) is nothing more than just a
technical payback, merely because the bottom in 4Q18
was deeper than expected. To put things in a different
perspective, it makes sense to average out the quarterly
figures over the past two quarters. At just 1.5% on
average over two quarters, growth momentum is far
from strong.

More importantly, we forecast GDP growth on a
sequential basis. As such, the sequential growth
performance of fourth quarter last year will have the
strongest bearing on the growth forecast this year. With
today’s massive downward revision in 4Q18 GDP figures,
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the trajectory for our full year 2019 growth forecast has
now been lowered significantly, even if we maintain our
previous sequential forecast figures.

Risks in the external environment have also picked up
with the renewed hostilities between the US and China.
Uncertainties have spread to some of the key tech giants,
which will likely impact global electronics demand.
Indeed, it is not a promising sign when the two biggest
economies in the world are trying to test the “pain
tolerance” of each other. While we continue to maintain
the view that first quarter GDP growth will be the lowest
this year (in year-on-year basis), and we should see
gradual improvement going forward, we also note that
the downside risk has heightened and the new set of
figures have also shed more light on the underlying
weakness of the economy. As such, we have thus
lowered our full year 2019 GDP growth forecast to 2.1%.
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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, 33" 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.
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