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Asia economy carries growth momentum into 2017, led
by manufacturing
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Asia PMI continues growth momentum at start of 2017

A The Asia economy started the year on a positive note, according to PMI survey data, continuing the solid growth

momentum reported at the end of 2016. The Asia Composite PMI, compiled by

Markit from its various national surveys,

edged lower from 51.6 in December to 51.0 in January. The latest reading showed that the strong growth momentum in

the fourth quarter of 2016 was maintained at the start of 2017.

A The upturn in growth was led by expansions in both manufacturing and service sectors. However, manufacturing activity

growth rose at a faster rate relative to services
some loss of growth momentum in January .

Asia PMI & economic growth

Asia GDP, y/y % change, Asia Composite PMI
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T atrend that has been evident since June 2016, although there was

Manufacturing & service sectors

Asia Composite PMI (Manufacturing/Services)
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Asia hiring stagnates while prices surge

AI ncreasing demand for Asiads goods and idngwn Jaouarg. vAsiss hasinowseénoh | owe d
continual net  reductionin payrolls for almost two years. However there were signs of a stabilisation inthe labour market.

A Other PMI sub -indices suggest Asian economic growth is likely to continue in early 2017. Inflows of new business rose
regionally at the second  -fastest rate since September 2014 . A newly -released index tracking Asia business optimism
about future output meanwhile rose to the joint -highest since mid 2015, with especially firm confidence in manufacturing.

ATheupturn in activity growth is being accompanied by t h-andlaahalhest

years, with the strengthening of the US dollar reportedly to have made US -denominated imports more costly.
Future expectations Asian price pressures
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Asia growth remains slower to global

A While we saw a sustained upturn in Asia, business activity growth in the region remains slower compared to global
expansion. Robust growth in the developed economies contributed substantially to the improvement in world business
conditions. Nonetheless, solid growth in major Asian economies continued to underpin the regional economy.

A According to the  Caixin PMI surveys, growth in China remained solid after reaching the highest since the start of 2011. In
Japan, the PMI surveys signalled the fastest expansion in almost three years. The PMI surveys for India meanwhile signal
a stabilisation from December, where the recent withdrawal of high -denomination bank notes has disrupted businesses
and consumer spending, leading to the largest decline for over three years during December.

World output growth outpaces Asia* Business activity in largest Asian economies*
Composite PMI Activity Index, sa, 50 = no change World v Asia PMIOutput/Business Activity Index
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Mixed manufacturing trends

Manufacturing PMI, 50 =no change from prior month wJan-17 w2018
Asian manufacturing business conditions improved further at
the start of 2017, as the recovery from the stagnation seen World
in the first half of 2016 continued to gather momentum. Asia
Compiled by Markit from its survey in 12 countries, the Asia ASEAN
manufacturing PMI reached its second -highest rate in 30
months in January.  Expansions were recorded in nine
countries with only three reporting deteriorations. The Taiwan
strongest improvement was seen in Taiwan, followed by Japan
Japan and the Philippines. Singapore recorded the steepest o
decline, followed by Malaysia. Philippines
Vietnam
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Japands businesses report strong st

AThe January Ni kkei PMI surveys indicated that Japandés economy ex
three year s, underpinned by stronger growth in new orders. Both
business inflows to the highest in three years. Moreover, business optimism about future output surged to a 17 -month
high. The data corroborate the Bank of Japandés upgraded growth o

AWiththe surveys also showing firmsé muted response to the | argest
justification to unchanged inflation forecasts from the central bank .

Japan PMI* & economic growth Cost pressures
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Chinese business confidence improves despite slower growth

A The Caixin China composite PMI, compiled by Markit , signalled the eleventh consecutive month of expansion in January.
While the growth rate eased from the near four -year high seen in December, it remained elevated by recent standards.
Backlogged workload also continued to build up. More encouraging was the index of future output expectations, which hit
itsjoint -hi ghest in 11 months, suggesting Janu-bdvedy6s sl owdown may only

A Jobs growth continued to be stagnant as service sector hiring remained insufficient to fully offset factory job cuts,
although the shortfall has been narrowing since March 2016. Cost increases however remained substantial, where rises in
manufacturing input prices were especially pronounced, owing to costlier raw materials such as oil and metals. The
depreciation of the  yuan was also reported to have lifted the prices of global commodity imports.

China GDP, y/y % change Caixin China PMI (sa, 50 = no change)
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