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After going through a consolidation in 2016, the global economy has emerged 
stronger. This is on the back of monetary policies easing in the Eurozone, 
Japan and China, while monetary conditions remain l oose in the US despite the 
tightening. We believe the global growth is likely to be sustained and remain 
relatively strong moving into 2018. This is as the recovery in global economic 
growth is becoming more broad-based, along with ris ing confidence, improving 
employment, and income that can withstand the gradu al global monetary 
policy-tightening processes.  
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We believe expectations of a gradual monetary tight ening are likely to continue to 
provide support to global equity prices. 

As the monetary tightening process is likely to be gradual, we believe it could 
take a while before US tightening starts to bite again. This would inflict real economic 
activities and growth and, subsequently, a correction in real assets and financial asset 
prices. 

We believe the US economy would be able to adjust to  the monetary policy 
tightening and growth is likely to expand at a faster 2.4% pace in 2018. This is on 
the back of improving confidence and employment, aided by US President Donald 
Trump’s reflationary policies. 

With confidence among businesses and consumers impr oving, and risk of 
political disintegration receding, we expect the Eurozone’s growth to hold up at 1.9% 
in 2018. 

As long as Japan’s exports continue to grow, its economic growth is likely to be 
sustained into 2018, in our view. We expect the country’s real GDP growth to hold up 
and expand by 1% in 2018 after picking up to the +1.2% estimated for 2017. 

Key risks to global growth: 

i. A major pull-back in the US equity market  if investors decided to throw in the 
towel and believe that President Trump would not be able to implement his 
reflationary policies after giving him the benefit of the doubt; 

ii. Mr Trump pushes through his protectionism policy,  affecting global trade; 

iii. Debt crises  from overcapacity corrections and a sharper-than-expected 
economic slowdown in China; 

iv. Geopolitics escalating to a crisis level,  dragging down confidence, financial 
markets and growth; 

v. Massive outflow of capital  from emerging markets (EMs) due to monetary 
tightening in developed markets. 

 

G3, China and A SEAN-5 GDP growth   
 

% YoY 2013 2014 2015 2016 2017E 2018F 

Global 
economy 3.4 3.4 3.2 3.1 3.4 3.7 

US 1.7 2.4 2.6 1.6 1.9 2.4 

Euro area -0.3 1.2 2.0 1.8 1.9 1.9 

Japan 2.0 0.3 1.2 1.0 1.2 1.0 

China  7.7 7.3 6.9 6.7 6.8 6.6 

ASEAN-5 5.0 4.3 4.1 4.3 4.5 4.8 

 
Source: RHB, IMF 
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Global Economy To Continue Its Expansion  
Global monetary tightening to be gradual 

Following monetary policy tightening in the US, deve loped countries economic 
growth slowed. Drops in commodity & oil prices dragged down growth in emerging 
economies as well. After going through a consolidation in 2016, the global economy has 
emerged stronger on the back of monetary policy easing in the Eurozone, Japan and 
China, while monetary conditions remain loose in the US despite the tightening.  

We believe the global growth is likely to be sustained and remain relatively strong moving 
into 2018, as the recovery in global economic growth is becoming more broad-based – 
along with rising confidence, improving employment, as well as income that may withstand 
the gradual global monetary policy-tightening processes. This is reflected in the composite 
global Purchasing Manager Index (PMI), a survey conducted by Markit, which held up well 
in 2Q17 after an improvement in 1Q. Furthermore, the level was higher than that in 2016. 

There were some concerns over growth prospects, when political tension between the 
US and North Korea inched up a notch after President Trump threatened the latter nation 
with “fire and fury”. While the risk had subsequently eased off after North Korea toed the 
line, it flared up again when the latter fired a missile over Japan and said that it had 
successfully conducted a test of a hydrogen bomb on 3 Sep.  

On this front, we believe it would be very difficult to predict what would eventually pan out, 
and geopolitical risks – not just between the US and North Korea, but also in other parts of 
the world as well – may persist for a while. 

The surge in the US equity market to a record high i n recent months is another area 
of concern that could pose downside risk to the glo bal economy.  This is if it were to 
pull back drastically when investors decide to throw in the towel and believe that President 
Trump would not be able to implement his reflationary policy after giving him the benefit of 
the doubt. 

Apart from still hoping that Mr Trump delivers his reflationary policies, albeit a more diluted 
version, the rise in equity prices globally suggests that investors are also taking cue from 
global central banks’ signals that they would normalise their monetary policies in a gradual 
manner. This was reinforced by easing inflationary pressure of late in the US and 
Eurozone after reaching a peak in February. 

We believe such expectations of a gradual monetary tightening would likely 
continue providing a support to global equity price s. What is more, the US Fed has 
downplayed its concerns over rising asset prices. This is despite US home prices reaching 
a new high in June (Figure 1) for the seventh straight month. It is now 4.3% higher than its 
Jul 2006 peak prior to the global financial crisis. Similarly, US credit card debt has reached 
an all-time high in June (Figure 2).  

All these, in our view, were caused by low interest rates and aided by rising confidence as 
employment and income improve. Also, US banks were seen drawing down their deposits 
placed with the US Fed to a low of USD1.9trn in Dec 2016 from a high of USD2.8trn in Oct 
2014, before increasing it back to USD2.4trn on 17 Aug (Figure 3). The drawdown would 
likely fuel liquidity. It could also eventually fuel money supply growth and inflation, as well 
as asset prices, in our view.   

Figure 1: US Home prices    Figure 2: US Credit card debt  

 

 

 
Source : Bloomberg  Source: Bloomberg 
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Figure 3: US financial institutions’  deposits  with the US 
Fed  

Figure 4: Central bank balance sheet s 
 

 

 

 
Source : US Federal Reserve  Source: Bloomberg 
 

As the monetary tightening process would likely be gradual, we believe it could take 
a while before the US tightening starts to bite again. This would inflict real economic 
activities and growth and, subsequently, a correction in real and financial assets prices. 
When the latter two fall, it could be hard and damaging to the global economy, although 
the exact timing would be hard to gauge, in our view. Meanwhile, after interest rate hikes 
that are likely to continue into 2018, the US Fed is also talking about reducing its 
USD4.5trn balance sheet gradually. 

The Eurozone has also started to talk about dialling  back its quantitative easing 
(QE), as growth is picking up and risk of the economy falling into deflation is receding. 
Indeed, it has reduced its asset purchases programme to EUR60bn a month starting April 
and until December. However, the QE tapering, which we expect the European Central 
Bank (ECB) to continue into 2018, is unlikely to have a major impact on the region’s 
economy, as the liquidity would continue to be recycled back into the system. We believe 
the Eurozone would only start raising interest rates probably in 2019, which may have a 
greater impact on the economy. 

In the same vein, Japan’s economic growth picked up  strongly in 2Q17,  but we 
believe it would not be enough to convince the Bank of Japan (BoJ) to roll back its 
quantitative & quality easing (QQE) plan. Thus far, there is no indication when the BoJ 
would unwind its QQE, but we believe Japan would likely lag behind its peers in dialling 
back the easing plan.  

China, on the other hand, tightened its policies so mewhat  on the housing sector in 
early 2017 and the People’s Bank of China (PBoC) has increased its short-term interest 
rates several times in 1H17 to curb some unhealthy lending activities. The moves were not 
drastic as compared to its recent past tightening measures, and some mild impact on 
economic growth is expected. However, we believe the economy would likely be able to 
absorb it and stay relatively firm in 2018. 

Meanwhile,  the global economy seems to have adjusted well to t he initial US 
monetary policy normalisation  after it stopped the QE in late 2014 and started its first 
interest rate hike in seven years in Dec 2015. This was thanks also to the monetary easing 
in the Eurozone, Japan and China to cushion the impact (Figure 4).  

While it had never been highlighted before, the first rate hike in seven years in Dec 2015 
seems to had jolted the US economy somewhat, resulting in its growth slowing to 1.6% in 
2016 from 2.6% in 2015. Some economists blamed it on the severe winter during the year. 
Along with a slower growth in the US, Eurozone economic growth also slowed to 1.7% in 
2016 from 2% in 2015. Similarly, Japan’s economic growth moderated to 1% in 2016 from 
+1.2% in 2015. The drop in developed countries’ demand, coupled with a slowdown in 
China’s economic growth and lower commodity & oil prices, dragged down growth in 
emerging economies as well. 

However, after a period of consolidation – and with interest rates remaining low – the US 
economy was able to pick up its growth momentum in 2H16 and sustained into 1H17. This 
was even though the US Fed continued to raise interest rates gradually by another 25bps 
each in Dec 2016, Mar 2017 and Jun 2017. Thus far, the US has raised interest rates by 
100bps to 1.25%, but the interest rate remains low – this should allow the economy to 
continue growing, in our view. Indeed, the 10-year US Treasury long-term bond yield 
barely moved. It stayed at 2.04% on 7 Sep, ie lower when compared with the 2.17% 
booked as at end-Dec 2014 (Figure 5).  

Although the 10-year US Treasury at times overshot on the upside ahead of the US Fed’s 
tightening moves during the period, it subsequently fell back as the market came to terms 
with the fact that the tightening remained gradual and monetary policy was still loose. 
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Figure 5: US 10-year treasury yi eld   
 

Figure 6: Germany, France, Italy and Spain ’s  10-year bond 
yields 

 

 
Source : Bloomberg  Source: Bloomberg 

 

On the other hand, sensing that economic growth remained lacklustre and there was a 
danger of the economy falling into deflation, the ECB started its QE in Mar 2015 by buying 
EUR60bn a month of financial assets. This amount was expanded to EUR80bn a month in 
Mar 2016 until Mar 2017 (Figure 6). This lifted the Eurozone’s economic growth to around 
2% in 1H17 and contributed positively to the overall global growth. 

Similarly, the BoJ continued to implement its QQE during the period and it switched to 
target the 10-year bond yield at 0% in Sep 2016 in order to simulate growth. Along with a 
recovery in global demand and its exports, Japan’s real GDP growth has picked up and 
strengthened to an annualised 2.5% in 2Q17.    

China also implemented its own form of QE in 2015 to shore up its economic growth. In 
2016, the Government further implemented some stimulus spending to stabilise the 
economy and cushion it from slowing global growth. These moves proved effective and 
China’s economic growth started to stabilise at 6.7% YoY in the first three quarters of 
2016 after it went through a period of slowing down to 6.9% in 2015 from 10.4% in 2010. 
Thereafter, the growth inched up to 6.8% YoY in 4Q16 and strengthened to +6.9% in 
1H17.  

China’s stronger economic growth, in our view, provided a much needed boost to the 
overall global economic growth. It also lifted growth in commodity export-dependent 
countries. 

The East Asian nation’s monetary and fiscal expansion, together with the ECB and BoJ’s 
QEs, helped to mitigate the US tightening in 2016 and 1H17. Although China tightened its 
monetary policy selectively in 2016, it was mainly focused on the housing sector and 
shadow banking issue, as well as some financial instruments. The moves, which were not 
drastic, were well absorbed by the economy, given its resilient consumer spending and a 
recovery in exports. 

 

US: Balance sheet reduction to be a main focus in 2 018  

In the US, the Fed has guided that it would raise the key policy rate by another 25bps this 
year and another three times or 75bps in 2018. However, we believe the guidance is not 
cast in stone. Any further hike in interest rates would likely be data dependent and post 
the US Fed’s assessment of the tightening effect from a reduction in its balance sheet. If 
economic data is not favourable, the tightening process could be delayed or even slower, 
in our view.  
 
Also, it would depend on how President Trump’s reflationary policies pan out and whether 
disappointments in the financial markets could set in when Mr Trump fails to push through 
his policies. In fact, another 25bps hike by the US Fed for the rest of this year appears to 
be losing momentum as inflation eases. 
 
However, we believe the US Fed is on track to start reducing its balance sheet, and it may 
announce its plan in September’s Federal Open Market Committee (FOMC) meeting. The 
move, in our view, is tantamount to a tightening effect. At this juncture, most US 
economists think that the impact would be fairly modest, with 40% of them expecting 
the10-year Treasury to rise by just 0.50% or less, given that it would be carried out in a 
gradual manner.  
 
As a whole, we believe the US economy would be able to adjust to the monetary 
policy tightening and growth would likely be sustained into 2018 on the back of 
improving confidence and employment. This would likely be aided by President Trump’s 
reflationary policies, albeit a diluted version. We expect the US economy to grow at a 
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faster pace of 2.4% in 2018 compared with the +1.9% estimated for 2017. The US Fed’s 
latest forecasts are for growth to pick up to 2.2% in 2017 before easing a little to 2.1% in 
2018. 
 
As it stands, US economic growth bounced back to grow at a stronger annualised rate of 3% 
in 2Q17, an upward revision from the +2.6% estimated earlier and after slowing to +1.2% 
in 1Q (Figure 7). This was attributed to a rebound in consumer spending, as Americans 
returned to spend again after the cold winter was over. This was aided by a stronger 
growth in business spending on equipment. 
 
Moving forward, we continue to expect Americans to spend more, as they are still feeling 
upbeat. This is aided by an improvement in employment, which would translate into an 
increase in income. As it stands, the US non-farm payroll added another 1.405m jobs in 
the first eight months of 2017 vs 1.412m in the corresponding period last year. Although 
wage growth has eased off of late, it continued to show positive growth of 2.5% YoY in 
August. As the labour market continues to tighten, we expect wage pressure to rise and 
provide a support to consumer spending in 2018. 
 
Similarly, businesses are also turning more upbeat on growth prospects, as new orders for 
non-defence capital goods – excluding aircraft – are still showing improvements. Also, the 
Institute of Supply Management PMI’s (ISM PMI) manufacturing and services indices were 
still holding up well (Figure 8). At the same time, corporate profits grew for a fourth 
consecutive quarter and by 7% YoY in 2Q17 when compared with +3.3% in 1Q, albeit at a 
slower pace than the +8.6% in 4Q16.  
 
We envisage corporate profitability to improve if Mr Trump is able to cut the corporate tax 
rate to 15% from 35%. This is likely to induce more business investments and create 
additional growth for the economy. 
 
Figure 7: US GDP growth   Figure 8: US ISM PMI manufacturing & services index 

 

 

Source : US Census Bureau  Source: Bloomberg 
 
Nonetheless, Mr Trump continues to face resistance in implementing his immigration 
policy, repealing Obamacare and building a wall between the US and Mexico. His 
proposals for a substantial tax cut, massive deregulation, and USD1trn infrastructure 
spending have yet to take shape. However, optimism remains that a significant portion of 
his reflationary package would eventually get off the ground, lifting US and global growth. 
In addition, noises to impeach Trump are beginning to be heard, but it remains 
insignificant even though the impeachment, if it happens, could distract his policy 
implementation. 
 
Without Mr Trump’s reflationary policies, the underlying growth of the US economy would 
be weighed down by an aging population and stagnating growth in productivity. Its working 
age population growth has already fallen to 0.4% pa in recent years, with productivity 
hovering at around the 0.6% pa level. Indeed, the US economy is operating at close to full 
employment currently, with the unemployment rate standing at 4.4% of labour force as at 
end-August. 
 
 
 
 
 
Meanwhile, disappointments over the implementation of President Trump’s reflationary 
policy package have caused the USD to weaken after it had overshot on the upside. At 
the same time, financial conditions remained loose despite the fourth 25bps rate hike by 
the US Fed on 14 Jun. This is reflected in the 10-year Treasury yield, which has fallen 
back to 2.04% on 7 Sep, after rising to a high of 2.63% before the US Fed’s rate hike on 
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13 Mar. This would provide a strong support to businesses and the residential housing 
market. 
 
 
EU: Rising confidence level a boon to economic grow th outlook  

Following the implementation of the QE in 2015 and the subsequent expansion of it in 
2016, the Eurozone economy bounced back in 2H16. It has continued to gather pace, with 
growth strengthening to an annualised 2.5% in 2Q17 (Figure 9) from +2.1% in 1Q. More 
importantly, the upswing is finally starting to spread across the 19-nation region, with more 
countries joining the recovery.  
 
France recorded its strongest growth in 2Q since 2011, underpinned by growing exports 
and investments, while the Netherlands posted the fastest growth during the quarter since 
the end of 2007. Even Italy, which has lagged behind its peers in terms of growth, is 
starting to shake off its reputation as the sick man of Europe. Meanwhile, Spain’s growth 
has remained relatively strong. Although Germany’s growth moderated somewhat in 2Q, it 
remained resilient. 
 
With confidence among businesses and consumers impr oving and risk of political 
disintegration receding, we expect Eurozone’s growth to hold up at 1.9% in 2018, from 
an estimate of +1.9% in 2017. This would likely be aided by low interest rates and the end 
of austerity for some countries in the bloc. The ECB had raised its growth forecasts to 2.2% 
for 2017, but it kept the forecast for 2018 at +1.9%. 
 
As it stands, economic sentiment in the Eurozone hit a fresh decade high of 111.2 in July 
(Figure 10) – its best level since before the financial crisis hit in 2007. The gauge was 
driven higher by low inflation, improving global outlook, and the defeat of euro sceptic 
populists at elections in France and the Netherlands. This was aided by an improvement 
in the employment market, with the unemployment rate easing to 9.3% of total labour 
force in May from about 10% a year ago (Figure 11).  
 
Figure 9: Eurozone GDP growth   Figure 10: Eurozone economic confidence index 

 

 
Source : Euro Stats  Source: Bloomberg 
 
At the same time, the headline inflation moderated to 1.3% YoY in June from 1.9% in April 
and a high of 2% in February. The core inflation rate, excluding energy, food, alcohol and 
tobacco, however, inched up to 1.0% YoY in June after easing to 0.9% in May and from a 
high of 1.2% in April.  
 
Despite the pick-up, the core inflation rate remained benign, indicating that the ECB would 
not have to rush to tighten its monetary policy anytime soon, in our view. We expect the 
headline inflation to pick up to around 1.5% in 2017, largely on the back of higher energy 
and food prices, before inching down slightly to 1.3% in 2018 on the back of a stronger 
currency. For 2016 as a whole, the headline inflation only averaged 0.2%, and it missed 
the ECB’s target of just under 2% for more than three years. The ECB, on the other hand, 
expects inflation to average 1.5% for this year and 1.2% for 2018. 
 
 
 
 
 
Figure 11: Eurozone unemployment rate   
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Source : Euro Stats  
 
In Jackson Hole, Wyoming, ECB President Mario Draghi revealed little about the bank’s 
monetary policy direction. Instead, Mr Draghi chose to focus his speech on a defence of 
free trade and post-crisis financial regulations. Nevertheless, the ECB has had very 
preliminary discussions on different scenarios regarding the QE programme, including the 
length and size of the stimulus in September’s meeting. The ECB President said in a 
press conference after the meeting that the bulk of QE decisions would be taken in 
October. This implies that the ECB would likely be gradual in dialling back its QE, as a 
significant degree of monetary accommodation is still warranted in the region. 
 
Meanwhile, although risk of disintegration has receded, it could resurface in Italy, where 
parliamentary elections are currently due before May 2018. However, after a multi-party 
deal on a new electoral system unravelled in June, an early election looks unlikely. 
Furthermore, the Five Star Movement – an anti-establishment movement – is losing 
momentum, as it did poorly in recent local elections – a development that could undermine 
its hopes of winning the national elections. 
 
In the UK, the negotiation on Brexit remains uncertain. The opposition Labour Party 
announced that it wants Britain to stay in the EU’s single market and customs union for up 
to four years after it leaves the bloc – and possibly longer. This looks set to strengthen the 
hand of anti-Brexit Conservatives to push for a softer split. Meanwhile, real GDP growth 
slowed down to an annualised rate of 1.2% in 1Q17, and it continued to stay weak at this 
level in 2Q and from +2.7% in 4Q16. It was also less than half the pace recorded in the 
Eurozone. Indeed, household expenditure rose just 0.4% in 2Q, as rising prices combined 
with a modest growth in income to eat away at spending power. 
 
Moving forward, the UK’s economic growth would likely stay lacklustre, and growth may 
soften to 1.2% in 2018 from the +1.5% estimated for 2017. Anecdotal evidences suggest 
that uncertainty over the UK’s future ties to the EU is causing investors to hold back their 
expansion plans. The UK may also not be able to trade with the region as before, and this 
could slow down growth further in the period ahead. 
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Japan’s GDP growth to benefit from a pick-up in exp orts 

Along with a recovery in global trade and Japan’s exports, the country’s economic growth 
strengthened further in 2Q17. Indeed, real GDP growth picked up to an annualised rate of 
2.5% in 2Q (Figure 12) from 1.2% in 1Q. This was the sixth consecutive quarter of positive 
growth, ie the country’s longest economic expansion in over a decade since 2006, 
underpinned by a pick-up in consumer spending and private investment. At the same time, 
public consumption recovered, while public investments surged during the quarter. The 
latter was linked to the Tokyo 2020 Olympics.  
 
Figure 12: Japan’s quarterly GDP growth    

 

 

Source : Statistics Bureau of Japan  
 
As long as Japan’s exports continue to grow, its ec onomic growth would likely be 
sustained into 2018, in our view. We expect the country’s real GDP growth to hold up 
and expand by 1% in 2018, after picking up to an estimate of +1.2% in 2017. Consumer 
spending would likely remain one of the key areas of growth, underpinned by an increase 
in income given the tight labour market. Indeed, Japan’s unemployment rate stood at 2.8% 
of the labour force in July, the lowest in 23 years. Similarly, the investment growth is likely 
to be sustained in 2018. This is on the back of an increase in public spending related to 
Japan being the host for the 2020 Olympics, while business spending is envisaged to pick 
up in line with a rise in exports. 
 
Furthermore, the BoJ is expected to maintain its loose monetary policy to support 
economic growth by targeting the 10-year Japanese government bond yield at around the 
0% level – something it has done since Sep 2016. Meanwhile, Japan’s headline inflation 
has been hovering at 0.4% YoY in the last four consecutive months between April-July, 
although the risk of it falling back into deflation remains as wage growth is still not strong.  
 
On the other hand, the core inflation rate, which excludes fresh food, inched up to +0.5% 
YoY in July from +0.4% in May-June and has been in positive territory for the last seven 
consecutive months. As inflation remains benign, we believe the BoJ would likely keep its 
monetary policy stance relatively unchanged, and a dial back in its QQE would likely lag 
behind its peers. 
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Figure 13: Regional economic indicators 

ASEAN & CHINA ECONOMIC INDICATORS 

Country GDP growth (%) Inflation (%) Policy rate (end period,%) Exchange rate 
(end period, vs. USD) 

 2015 2016 2017F 2018F 2015 2016 2017F 2018F 2015 2016 2017F 2018F 2015 2016 2017F 2018F 

Indonesia 4.9 5.0 5.1 5.4 6.4 3.5 4.0 4.2 6.25 4.75 4.50 4.75 13856 13540 13300 13500 

Malaysia 5.0 4.2 5.3 5.4 2.1 2.1 3.5 2.7 3.25 3.00 3.00 3.25 4.29 4.49 4.22 4.20 

Philippines 5.9 6.8 6.3 6.3 1.4 1.8 3.3 3.4 4.00 3.00 3.25 3.75 46.86 49.62 52.0 52.5 

Singapore 2.0 2.0 2.2 3.0 -0.5 -0.5 1.2 1.6 - - - - 1.42 1.45 1.36 1.34 

Thailand 2.8 3.2 3.7 4.2 -1.2 0.2 1.1 1.7 1.50 1.50 1.50 1.50 36.02 35.85 33.20 32.80 

Vietnam* 6.7 6.2 6.3 6.1 0.6 2.7 3.5 3.4 6.50 6.50 6.00 6.00 22485 22770 23000 23330 

China** 6.9 6.7 6.8 6.6 1.4 1.9 1.8 2.2 4.35 4.35 4.35 4.35 6.49 6.95 6.85 7.00 

*prime rate; **1-yr lending rate 

Country Exports growth (%) Imports growth (%) Industrial Production growth (%) Unemployment rate 
 (% labour force) 

 2015 2016 2017F 2018F 2015 2016 2017F 2018F 2015 2016 2017F 2018F 2015 2016 2017F 2018F 

Indonesia -14.6 -3.9 10.0 3.4 -19.9 -4.9 10.8 4.3 4.6 5.0 5.1 5.4 6.2 5.6 5.5 5.4 

Malaysia 1.8 1.1 15.2 6.5 0.4 1.9 18.6 5.8 4.5 3.8 4.0 4.3 3.2 3.5 3.4 3.3 

Philippines -5.3 -4.4 6.2 4.1 8.7 11.6 1.9 6.0 -4.4 8.0 6.5 7.0 6.3 5.5 5.7 5.6 

Singapore -7.3 -4.4 6.5 3.0 -12.1 -4.2 1.6 2.8 -5.1 3.6 6.1 6.3 2.0 2.2 2.2 2.1 

Thailand -5.8 0.5 5.3 6.7 -10.7 -3.9 6.4 7.9 0.3 1.6 -0.5 1.5 0.9 0.9 1.0 0.9 

Vietnam 7.7 9.2 12.0 9.5 10.7 5.6 14.5 8.7 9.8 7.5 7.9 8.1 3.4 3.3 3.5 3.6 

China -2.8 -7.7 1.1 -2.1 -14.1 -5.5 -0.1 -2.7 6.1 6.0 5.6 5.7 4.1 4.1 4.1 4.1 

 

Country Fiscal Balance (% GDP) Current Acc. (% GDP) Forex Reserves (USD bn) External Debt (USD bn) 

 2015 2016 2017F 2018F 2015 2016 2017F 2018F 2015 2016 2017F 2018F 2015 2016 2017F 2018F 

Indonesia -2.5 -2.5 -2.6 -2.5 -2.0 -1.8 -2.0 -2.2 106 116 129 140 310 317 325 338 

Malaysia -3.2 -3.1 -3.0 -2.9 3.0 2.4 1.9 2.2 95 95 102 112 194 201 213 222 

Philippines -0.9 -2.4 -2.7 -2.8 2.6 0.2 0.3 0.6 81 81 84 88 77 75 73 71 

Singapore -1.0 1.3 0.5 0.5 19.7 19.0 19.2 19.5 248 247 249 252 - - - - 

Thailand -2.4 -2.6 -2.8 -3.0 8.0 11.4 10.5 10.6 157 178 172 175 147 152 155 159 

Vietnam -5.3 -5.0 -5.3 -5.2 1.4 2.7 1.9 2.1 28 43 40 45 72 76 79 83 

China -3.4 -3.8 -4.2 -4.5 5.3 4.8 3.8 4.0 3330 3011 3000 2900 1416 1400 1450 1400 

 

Country Deposit Growth (%) Loan Growth (%) L/D Ratio (%) Money Supply* (%) 

 2015 2016 2017F 2018F 2015 2016 2017F 2018F 2015 2016 2017F 2018F 2015 2016 2017F 2018F 

Indonesia 8.0 9.6 11.0 11.9 10.1 7.8 10.0 12.8 94.2 92.7 93.5 94.3 9.0 10.0 11.0 11.4 

Malaysia 1.8 1.5 4.1 5.0 7.9 5.3 5.7 5.5 88.7 89.8 90.5 90.9 2.6 3.0 4.5 5.0 

Philippines 8.0 12.0 11.3 11.2 12.7 17.4 15.8 15.7 69.0 71.0 71.5 76.6 9.4 12.8 10.0 10.5 

Singapore 0.2 2.7 3.2 5.4 0..0 0.5 4.2 5.8 108.5 107.9 104.5 104.9 4.1 8.1 5.6 6.2 

Thailand 4.2 3.8 4.1 5.3 5.5 3.6 4.0 4.0 93.5 93.3 93.0 92.7 4.4 4.2 4.5 5.3 

Vietnam 13.6 15.0 10.0 11.2 17.2 18.0 15.0 13.5 78.1 79.6 81.0 83.0 13.6 16.0 17.0 18.0 

China 12.4 11.0 10.7 9.6 14.3 13.5 12.0 10.3 69.2 70.8 71.7 72.2 13.3 11.3 11.0 10.6 

 
Note: As at 07 September 2017 
Note 2: *M2 is used for all countries except for Thailand M1 is used and Philippines M3 is used instead. 
Note 3: **Starting 3 Jun 2016, the Philippines’ policy rate was changed to purely BSP’s overnight reverse repurchase (RRP) facility at 3.00% 
Source: International Monetary Fund (IMF), Various central banks, RHB  
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Investment Research Disclaimers 

RHB has issued this report for information purposes only. This report is intended for circulation amongst RHB and its affiliates’ clients generally or such 

persons as may be deemed eligible by RHB to receive this report and does not have regard to the specific investment objectives, financial situation and 

the particular needs of any specific person who may receive this report.  This report is not intended, and should not under any circumstances be 

construed as, an offer or a solicitation of an offer to buy or sell the securities referred to herein or any related financial instruments. 

This report may further consist of, whether in whole or in part, summaries, research, compilations, extracts or analysis  that has been prepared by RHB’s 

strategic, joint venture and/or business partners. No representation or warranty (express or implied) is given as to the accuracy or completeness of such 

information and accordingly investors should make their own informed decisions before relying on the same. 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 

country or other jurisdiction where such distribution, publication, availability or use would be contrary to the applicable laws or regulations. By accepting 

this report, the recipient hereof (i) represents and warrants that it is lawfully able to receive this document under the laws and regulations of the 

jurisdiction in which it is located or other applicable laws and (ii) acknowledges and agrees to be bound by the limitations contained herein. Any failure to 

comply with these limitations may constitute a violation of applicable laws. 

All the information contained herein is based upon publicly available information and has been obtained from sources that RHB believes to be reliable 

and correct at the time of issue of this report. However, such sources have not been independently verified by RHB and/or its affiliates and this report 

does not purport to contain all information that a prospective investor may require. The opinions expressed herein are RHB’s present opinions only and 

are subject to change without prior notice. RHB is not under any obligation to update or keep current the information and opinions expressed herein or to 

provide the recipient with access to any additional information. Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, as 

to the adequacy, accuracy, reliability, fairness or completeness of the information and opinion contained in this report. Neither RHB (including its officers, 

directors, associates, connected parties, and/or employees) nor does any of its agents accept any liability for any direct, indirect or consequential losses, 

loss of profits and/or damages that may arise from the use or reliance of this research report and/or further communications given in relation to this report. 

Any such responsibility or liability is hereby expressly disclaimed. 

Whilst every effort is made to ensure that statement of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion 

and other subjective judgments contained in this report are based on assumptions considered to be reasonable and must not be construed as a 

representation that the matters referred to therein will occur. Different assumptions by RHB or any other source may yield substantially different results 

and recommendations contained on one type of research product may differ from recommendations contained in other types of research. The 

performance of currencies may affect the value of, or income from, the securities or any other financial instruments referenced in this report. Holders of 

depositary receipts backed by the securities discussed in this report assume currency risk. Past performance is not a guide to future performance. 

Income from investments may fluctuate. The price or value of the investments to which this report relates, either directly or indirectly, may fall or rise 

against the interest of investors. 

This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment 

decision. The recipient of this report is making its own independent assessment and decisions regarding any securities or financial instruments 

referenced herein. Any investment discussed or recommended in this report may be unsuitable for an investor depending on the investor’s specific 

investment objectives and financial position. The material in this report is general information intended for recipients who understand the risks of investing 

in financial instruments. This report does not take into account whether an investment or course of action and any associated risks are suitable for the 

recipient. Any recommendations contained in this report must therefore not be relied upon as investment advice based on the recipient's personal 

circumstances. Investors should make their own independent evaluation of the information contained herein, consider their own investment objective, 

financial situation and particular needs and seek their own financial, business, legal, tax and other advice regarding the appropriateness of investing in 

any securities or the investment strategies discussed or recommended in this report. 

This report may contain forward-looking statements which are often but not always identified by the use of words such as “believe”, “estimate”, “intend” 

and “expect” and statements that an event or result “may”, “will” or “might” occur or be achieved and other similar expressions. Such forward-looking 

statements are based on assumptions made and information currently available to RHB and are subject to known and unknown risks, uncertainties and 

other factors which may cause the actual results, performance or achievement to be materially different from any future results, performance or 

achievement, expressed or implied by such forward-looking statements. Caution should be taken with respect to such statements and recipients of this 

report should not place undue reliance on any such forward-looking statements. RHB expressly disclaims any obligation to update or revise any forward-

looking statements, whether as a result of new information, future events or circumstances after the date of this publication or to reflect the occurrence of 

unanticipated events. 

The use of any website to access this report electronically is done at the recipient’s own risk, and it is the recipient’s sole responsibility to take 

precautions to ensure that it is free from viruses or other items of a destructive nature. This report may also provide the addresses of, or contain 

hyperlinks to, websites. RHB takes no responsibility for the content contained therein. Such addresses or hyperlinks (including addresses or hyperlinks to 

RHB own website material) are provided solely for the recipient’s convenience. The information and the content of the linked site do not in any way form 

part of this report. Accessing such website or following such link through the report or RHB website shall be at the recipient’s own risk. 

This report may contain information obtained from third parties. Third party content providers do not guarantee the accuracy, completeness, timeliness or 

availability of any information and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results 

obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of 

merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, 

compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) 

in connection with any use of their content.  
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The research analysts responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his 

or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and 

autonomously. The research analysts that authored this report are precluded by RHB in all circumstances from trading in the securities or other financial 

instruments referenced in the report, or from having an interest in the company(ies) that they cover. 

RHB and/or its affiliates and/or their directors, officers, associates, connected parties and/or employees, may have, or have had, interests in the 

securities or qualified holdings, in subject company(ies) mentioned in this report or any securities related thereto and may from time to time add to or 

dispose of, or may be materially interested in, any such securities. Further, RHB and/or its affiliates may have, or have had, business relationships with 

the subject company(ies) mentioned in this report and may from time to time seek to provide investment banking or other services to the subject 

company(ies) referred to in this research report. As a result, investors should be aware that a conflict of interest may exist. 

The contents of this report is strictly confidential and may not be copied, reproduced, published, distributed, transmitted or passed, in whole or in part, to 

any other person without the prior express written consent of RHB and/or its affiliates. This report has been delivered to RHB and its affiliates’ clients for 

information purposes only and upon the express understanding that such parties will use it only for the purposes set forth above. By electing to view or 

accepting a copy of this report, the recipients have agreed that they will not print, copy, videotape, record, hyperlink, download, or otherwise attempt to 

reproduce or re-transmit (in any form including hard copy or electronic distribution format) the contents of this report. RHB and/or its affiliates accepts no 

liability whatsoever for the actions of third parties in this respect. 

The contents of this report are subject to copyright.  Please refer to Restrictions on Distribution below for information regarding the distributors of this 

report.  Recipients must not reproduce or disseminate any content or findings of this report without the express permission of RHB and the distributors. 

The securities mentioned in this publication may not be eligible for sale in some states or countries or certain categories of investors. The recipient of this 

report should have regard to the laws of the recipient’s place of domicile when contemplating transactions in the securities or other financial instruments 

referred to herein. The securities discussed in this report may not have been registered in such jurisdiction. Without prejudice to the foregoing, the 

recipient is to note that additional disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this 

report. 

The term “RHB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, 

or, in every other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related companies. 

 

RESTRICTIONS ON DISTRIBUTION 

 

Malaysia 

This report is issued and distributed in Malaysia by RHB Research Institute Sdn Bhd. The views and opinions in this report are our own as of the date 

hereof and is subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to 

a recipient, our obligations owed to such recipient therein are unaffected. RHB Research Institute Sdn Bhd has no obligation to update its opinion or the 

information in this report.  

 

Thailand 

This report is issued and distributed in the Kingdom of Thailand by RHB Securities (Thailand) PCL, a licensed securities company that is authorised by 

the Ministry of Finance, regulated by the Securities and Exchange Commission of Thailand and is a member of the Stock Exchange of Thailand. The 

Thai Institute of Directors Association has disclosed the Corporate Governance Report of Thai Listed Companies made pursuant to the policy of the 

Securities and Exchange Commission of Thailand. RHB Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate 

Governance Report of Thai Listed Companies. 

 

Indonesia 

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This research does not constitute an offering document and it should 

not be construed as an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, in Indonesia or to any Indonesian citizen or 

corporation (wherever located) or to any Indonesian resident in a manner which constitutes a public offering under Indonesian laws and regulations must 

comply with the prevailing Indonesian laws and regulations. 

 

Singapore 

This report is issued and distributed in Singapore by RHB Research Institute Singapore Pte Ltd  and it may only be distributed in Singapore to accredited 

investors, expert investors and institutional investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), 

as amended from time to time. By virtue of distribution to these categories of investors, RHB Research Institute Singapore Pte Ltd  and its 

representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to disclosure of RHB Research 

Institute Singapore Pte Ltd ’s interest and/or its representative's interest in securities). Recipients of this report in Singapore may contact RHB Research 

Institute Singapore Pte Ltd in respect of any matter arising from or in connection with the report. 

 

Hong Kong 
This report is issued and distributed in Hong Kong by RHB Securities Hong Kong Limited (興業僑豐證券有限公司) (CE No.: ADU220) (“RHBSHK”) which 

is licensed in Hong Kong by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) regulated 

activities. Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact RHBSHK. RHBSHK is a wholly 

owned subsidiary of RHB Hong Kong Limited; for the purposes of disclosure under the Hong Kong jurisdiction herein, please note that RHB Hong Kong 
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Limited with its affiliates (including but not limited to RHBSHK) will collectively be referred to as “RHBHK.”  RHBHK conducts a full-service, integrated 

investment banking, asset management, and brokerage business.  RHBHK does and seeks to do business with companies covered in its research 

reports.  As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this research report.  

Investors should consider this report as only a single factor in making their investment decision.  Importantly, please see the company-specific regulatory 

disclosures below for compliance with specific rules and regulations under the Hong Kong jurisdiction. Other than company-specific disclosures relating 

to RHBHK, this research report is based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it 

should not be relied on as such. 

 

United States 

This report was prepared by RHB and is being distributed solely and directly to “major” U.S. institutional investors as defined under, and pursuant to, the 

requirements of Rule 15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the “Exchange Act”). Accordingly, access to this report via 

Bursa Marketplace or any other Electronic Services Provider is not intended for any party other than “major” US institutional investors, nor shall be 

deemed as solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the United States and does not offer brokerage services to U.S. 

persons.  Any order for the purchase or sale of the securities discussed herein that are listed on Bursa Malaysia Securities Berhad must be placed with 

and through Auerbach Grayson (“AG”). Any order for the purchase or sale of all other securities discussed herein must be placed with and through such 

other registered U.S. broker-dealer as appointed by RHB from time to time as required by the Exchange Act Rule 15a-6. This report is confidential and 

not intended for distribution to, or use by, persons other than the recipient and its employees, agents and advisors, as applicable. Additionally, where 

research is distributed via Electronic Service Provider, the analysts whose names appear in this report are not registered or qualified as research 

analysts in the United States and are not associated persons of Auerbach Grayson AG or such other registered U.S. broker-dealer as appointed by RHB 

from time to time and therefore may not be subject to any applicable restrictions under Financial Industry Regulatory Authority (“FINRA”) rules on 

communications with a subject company, public appearances and personal trading. Investing in any non-U.S. securities or related financial instruments 

discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations 

of, the U.S. Securities and Exchange Commission. Information on non-U.S. securities or related financial instruments may be limited. Foreign companies 

may not be subject to audit and reporting standards and regulatory requirements comparable to those in the United States. The financial instruments 

discussed in this report may not be suitable for all investors. Transactions in foreign markets may be subject to regulations that differ from or offer less 

protection than those in the United States. 

 

OWNERSHIP AND MATERIAL CONFLICTS OF INTEREST 

Malaysia 

RHB does not have qualified shareholding (1% or more) in the subject company (ies) covered in this report except for: 

a) - 

RHB and/or its subsidiaries are not liquidity providers or market makers for the subject company (ies) covered in this report except for: 

a) - 

RHB and/or its subsidiaries have not participated as a syndicate member in share offerings and/or bond issues in securities covered in this report in the 

last 12 months except for: 

a) - 

RHB has not provided investment banking services to the company/companies covered in this report in the last 12 months except for: 

a) - 

 

Thailand 

RHB Securities (Thailand) PCL and/or its directors, officers, associates, connected parties and/or employees, may have, or have had, interests and/or 

commitments in the securities in subject company(ies) mentioned in this report or any securities related thereto. Further, RHB Securities (Thailand) PCL 

may have, or have had, business relationships with the subject company(ies) mentioned in this report. As a result, investors should exercise their own 

judgment carefully before making any investment decisions. 

 

Indonesia 

PT RHB Sekuritas Indonesia is not affiliated with the subject company(ies) covered in this report both directly or indirectly as per the definitions of 

affiliation above. Pursuant to the Capital Market Law (Law Number 8 Year 1995) and the supporting regulations thereof, what constitutes as affiliated 

parties are as follows:  

1. Familial relationship due to marriage or blood up to the second degree, both horizontally or vertically; 

2. Affiliation between parties to the employees, Directors or Commissioners of the parties concerned; 

3. Affiliation between 2 companies whereby one or more member of the Board of Directors or the Commissioners are the same; 

4. Affiliation between the Company and the parties, both directly or indirectly, controlling or being controlled by the Company; 

5. Affiliation between 2 companies which are controlled, directly or indirectly, by the same party; or 

6. Affiliation between the Company and the main Shareholders. 

PT RHB Sekuritas Indonesia is not an insider as defined in the Capital Market Law and the information contained in this report is not considered as 

insider information prohibited by law. Insider means: 

a. a commissioner, director or employee of an Issuer or Public Company; 

b. a substantial shareholder of an Issuer or Public Company; 
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c. an individual, who because of his position or profession, or because of a business relationship with an Issuer or Public Company, has access to 

inside information; and 

d. an individual who within the last six months was a Person defined in letters a, b or c, above. 

 

Singapore 

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or associated companies do not make a market in any securities covered in this 

report, except for: 

(a) - 

The staff of RHB Research Institute Singapore Pte Ltd and its subsidiaries and/or its associated companies do not serve on any board or trustee 

positions of any issuer whose securities are covered in this report, except for: 

(a) - 

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or its associated companies do not have and have not within the last 12 months 

had any corporate finance advisory relationship with the issuer of the securities covered in this report or any other relationship (including a shareholding 

of 1% or more in the securities covered in this report) that may create a potential conflict of interest, except for: 

(a)  - 

 

Hong Kong 

The following disclosures relate to relationships between RHBHK and companies covered by Research Department of RHBSHK and referred to in this 

research report: 

RHBSHK hereby certifies that no part of RHBSHK analyst compensation was, is or will be, directly or indirectly, related to the specific recommendations 

or views expressed in this research report. 

RHBHK had an investment banking services client relationships during the past 12 months with:  -. 

RHBHK has received compensation for investment banking services, during the past 12 months from:  -. 

RHBHK managed/co-managed public offerings, in the past 12 months for:  -. 

On a principal basis. RHBHK has a position of over 1% market capitalization of:  -. 

 

Additionally, please note the following:  

Ownership and material conflicts of interest:   RHBSHK policy prohibits its analysts and associates reporting to analysts from owning securities of any 

company covered by the analyst.  

Analyst as officer or director:  RHBSHK policy prohibits its analysts, and associates reporting to analysts from serving as an officer, director, advisory 

board member or employee of any company covered by the analyst.  

RHBHK salespeople, traders, and other non-research professionals may provide oral or written market commentary or trading strategies to RHB clients 

that reflect opinions that are contrary to the opinions expressed in this research report. 

This research report is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal.  It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 

individual clients.  Clients should consider whether any advice or recommendation in this research report is suitable for their particular circumstances and, 

if appropriate, seek professional advice, including tax advice. 
 
 

Kuala Lumpur Hong Kong Singapore 

 
RHB Research Institute Sdn Bhd 
Level 3A, Tower One, RHB Centre 

Jalan Tun Razak 
Kuala Lumpur 50400 

Malaysia 
Tel  : +(60) 3 9280 8888 
Fax : +(60) 3 9200 2216 

 
RHB Securities Hong Kong Ltd. 

12th Floor 
World-Wide House 
19 Des Voeux Road 
Central, Hong Kong 

Tel  : +(852) 2525 1118 
Fax : +(852) 2810 0908 

 
RHB Research Institute Singapore 

Pte Ltd. 
10 Collyer Quay 

#09-08 Ocean Financial Centre 
Singapore 049315 

Tel  : +(65) 6533 1818 
Fax : +(65) 6532 6211 

Jakarta Shanghai Bangkok 

 
PT RHB Sekuritas Indonesia 

Wisma Mulia, 20th Floor 
Jl. Jenderal Gatot Subroto No. 42 

Jakarta 12710, Indonesia 
Tel : +(6221) 2783 0888 
Fax : +(6221) 2783 0777 

 
RHB (China) Investment Advisory Co. Ltd. 

Suite 4005, CITIC Square 
1168 Nanjing West Road 

Shanghai 20041 
China 

Tel  : +(8621) 6288 9611 
Fax : +(8621) 6288 9633 

 
RHB Securities (Thailand) PCL 

10th Floor, Sathorn Square Office Tower 
98, North Sathorn Road, Silom 

Bangrak, Bangkok 10500 
Thailand 

Tel: +(66) 2 088 9999 
Fax : +(66) 2 088 9799 

   
 
 
 
 


