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Asia PMI signals softer growth momentum at start of Q2

®* Growth momentum across Asia weakened slightly at the start of the second quarter, according to PMI survey data. The
Asia Composite PMI, compiled by Markit from its various national surveys, registered 51.8 in April, down from March’s
near 3'%2-year high of 52.6 and lower than the average seen over the first quarter.

®* The latest reading is broadly consistent with Asia GDP growing at an annual rate of around 5.2% into the second quarter,
down from approximately 5.5% at the end of Q1. Rates of output expansion in both manufacturing and services were in
lockstep with each other, albeit both slower than seen in March. Nevertheless, the surveys point to on-going, broad-based
moderate growth.
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Slower growth and inflation

® Of the major Asian economies, Japan led growth for the second consecutive month, while weaker PMI readings were
reported in China and India. But the fact that India’s PMI remained in growth territory represents a marked improvement
on the downturn signalled late last year after the implementation of the demonetisation policy.

®* A waning of growth in the region was accompanied by an easing of inflationary pressures, especially in terms of input
costs. Average cost burdens in Asia showed the weakest rate of increase in six months during April, which helped take
pressure off selling prices. Firms raised their charges at the second slowest pace since September 2016. The moderation
in inflationary pressures was seen across both manufacturing and service sectors.
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Taiwan leads Asia manufacturing rankings

®* The headline Asia Manufacturing PMI slipped to a five-
month low in April but the latest reading still represents a Manufacturing PMI, 50 = no change on prior month =Apr-17 =Q12017
marked improvement from a year ago. Furthermore, the World :
outlook remains positive, with rising backlogs of work and

higher levels of business optimism auguring well for future Asta
manufacturing activity. _ASEAN g SR P S
®* The upturn was led by Taiwan for a fifth straight month,
with Vietnam close behind. India showed a robust Taiwan
performance in April compared to the average reading for
Vietnam

Q1. Only two countries signalled a deterioration in
manufacturing operating conditions, with South Korea Philippines
seeing the steepest rate of decline.
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Japan’s PMI holds close to 12 year high

- In Japan, the composite Nikkei PMI fell from March’s recent peak to 52.6, but still signalled one of the fastest rates of
expansion seen over the past three years. The data add to a recent flow of improving news on the health of the Japanese
economy which has led us to raise our forecasts for 2017 GDP growth to 1.3%.

« The weak yen continued to help boost the manufacturing sector via improved export performance, with the goods-
producing sector continuing to enjoy its best growth spell for two years. Service sector growth meanwhile eased only

slightly from March’s one-and-a-half year high.

« Average prices charged for goods and services rose for a fourth straight month, but the rate of increase moderated.
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China PMI slides to ten-month low at start of Q2

« The softer pace of expansion in the emerging markets was mainly the result of a fall in the Caixin composite PMI for
China to a ten-month low of 51.2; a consequence of weaker rates of expansion in both manufacturing and services.
Moreover, there were some indications to suggest that growth could decelerate further in coming months. Inflows of new
business sank to a seven month low, and the renewed drop in employment suggested firms are cautious about the
outlook, while business optimism about the year ahead moderated to the lowest level in 2017 to date.

+ The renewed slide in the PMI adds to widespread expectations that the acceleration of GDP growth to 6.9% in the first
quarter will prove short-lived. IHS Markit expects the Chinese economy to grow 6.6% in 2017, down from 6.7% in 2016.
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India PMI signals slower growth but remains in expansion

* Growth slowed in India, with the Nikkei PMI down to 51.3, but the fact that the PMI remained in growth territory for a third
month running represents a marked improvement on the downturn signalled late last year and suggests the economy
continues to recover from disruptions caused by the government’s withdrawal of high denomination bank notes.

®* The quick rebound in the indicators following the government’s demonetisation has prompted IHS Markit economists to
upgrade their forecasts for fiscal year 2017 (ending March 2018) to 7.3% from 7.2%, which assumes consumer spending
will pick up marginally as the currency crunch resulting from the demonetisation policy subsides.
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Taiwan’s PMI shows slower, but still strong, growth

®* The Nikkei Taiwan Manufacturing PMI fell from March’s recent peak to a six-month low of 54.4 in April, but showed the
sector is still enjoying one of its strongest patches of expansion since early 2011. Business optimism meanwhile remained
the highest in just over two years. The strong start to the year has led us to expect a higher GDP growth rate of 1.8% in
2017, compared to 1.5% in 2016. Despite the signs of softening growth in output and new orders, Taiwan remained the
quickest growing manufacturing economy in Asia amid strong demand from both domestic and overseas markets.

®* However, input cost inflation continued to outpace the rise in output prices, indicating that Taiwanese factories are seeing
a further squeeze on operating margins.
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Singapore starts Q2 on stronger growth footing

® In Singapore, the Nikkei PMI rose from 52.2 in March to 52.6 in April, to signal the fastest rate of growth in five months
and stronger growth momentum at the start of the second quarter. Notably, export sales increased at the quickest pace
in 2017 so far, reflecting a pick up in international trade.

® With the upturn gathering speed, higher business optimism was signalled, which contrasted with the pessimism seen
earlier this year.

®* However, Singaporean firms faced a further squeeze on margins as cost pressures remained elevated while greater
competition limited the extent to which businesses could pass on higher costs to consumers.
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ASEAN manufacturing gains speed into Q2

®* Growth in the ASEAN manufacturing sector accelerated to its strongest in 33 months, according to the ASEAN
Manufacturing PMI. The upturn remained largely broad-based and underpinned by stronger increases in new orders and
output. Notably, a revival of export order growth contributed to the expansion.

® Vietnam, the Philippines and Myanmar remained the top three performers, while Malaysia indicated a return to growth

after two years of deteriorating conditions.

®* However, there were concerns about the sustainability of the recent upturn amid elevated input cost inflation, stagnant
employment and varied levels of business confidence across the region.
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Disclaimer

The information contained in this presentation is confidential. Any unauthorised use, disclosure, reproduction or dissemination,
in full or in part, in any media or by any means, without the prior written permission of Markit Group Limited or any of its
affiliates ("Markit") is strictly prohibited.

Opinions, statements, estimates and projections in this presentation (including other media) are solely those of the individual
author(s) at the time of writing and do not necessarily reflect the opinions of Markit. Neither Markit nor the author(s) has any
obligation to update this presentation in the event that any content, opinion, statement, estimate or projection (collectively,
"information") changes or subsequently becomes inaccurate.

Markit makes no warranty, expressed or implied, as to the accuracy, completeness or timeliness of any information in this
presentation, and shall not in any way be liable to any recipient for any inaccuracies or omissions. Without limiting the
foregoing, Markit shall have no liability whatsoever to any recipient, whether in contract, in tort (including negligence), under
warranty, under statute or otherwise, in respect of any loss or damage suffered by any recipient as a result of or in connection
with any information provided, or any course of action determined, by it or any third party, whether or not based on any
information provided.

The inclusion of a link to an external website by Markit should not be understood to be an endorsement of that website or the
site's owners (or their products/services). Markit is not responsible for either the content or output of external websites.
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