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Key Points Focus of the Week
«  Global: Expect 400 bps and 300 bps of Global: Taking stock of inflation. It has been half a year since headline inflation peaked.
disinflation in the US and Eurozone Presently, a strong disinflationary trend is underway, particularly pronounced in the US,
respectively; Disinflation trend in Asia less and quite striking in the Eurozone. Favourable base effects, substantial easing of food,
pronounced energy, and electronics price pressures, normalisation of the global supply chain, and
easing of business investment demand are all at play. Consequently, we expect over
- China: Rebound mainly due to low base 400 bps of disinflation in the US this year and nearly 300 bps in Eurozone, although
effects from 2022's lockdown; Weakness service sector inflation may remain sticky.
evident in month-on-month data and
leading indicators In Asia, disinflation is less pronounced. In the absence of a vigorous demand recovery,
inflation in most of Asia did not spike this cycle, hence the room for disinflation is also
» Thailand: Thai banks remained well modest. But there are three exceptions where cumulative inflation has been substantial,
capitalised, leaving them in a good and disinflation could present itself: (i) India, which doesn't have a low inflation track

position to absorb any unexpected losses record, and has seen sustained pressure on food and energy commodity inflation; (ii)

the Philippines, which seems to be characterised by external imbalances that are
fuelling a weak currency and substantial imported inflation; and (iii) Singapore, which
has domestic (rent, GST, tight labour market) and external factors (imported inflation
partially offset by SGD NEER appreciation) keeping prices elevated. In all these three

cases, we worry that inclement weather could slow the pace of disinflation.
MACRO CALENDAR
Itis likely that even in these three cases, inflation will be easing somewhat later this year.

But cumulative inflation has been substantial, from the US to Singapore. As inflation
moderates, the impact of the high level of prices will be felt on consumption and wage
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Figure 3: Purchasing Manager's Index
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Figure 4: New increases in loans
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Figure 5: Banking system non-performing loans
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China: Mixed signals beneath the surface. The y/y growth in China's April economic data
may at first glance seem promising. Retail sales grew at an impressive 18.4% y/y in April,
pointing to resurgent consumer demand. Fixed asset investment increased 4.7% in the
first four months, with resilient infrastructure spending by state-owned companies
offsetting soft property construction. Industrial production rebounded at a 5.6% pace,
up from 3.9% in March.

However, much of the rebound stems from low base effects compared to last April when
Shanghai and other cities were largely shut down. This artificially boosts the y/y growth
rates and masks underlying weaknesses. On a m/m basis, industrial production
contracted 0.5% in April compared to March. Monthly automobile sales also declined as
consumers adopted a cautious stance while automakers reduced prices.

While high-frequency data showed spending surged during the Golden Week holiday, it
likely represented pent-up demand rather than sustainable consumption growth.
Consumers have probably already taken most "revenge travel" trips, evidenced by the
cooling services PMI. Modest 3.8% real income growth - below pre-Covid's 6.7% -
indicates households lack the purchasing power for persistently higher spending. This
is reflected in the benign core inflation of 0.6%-0.7% over the past three months. Both
NBS and Caixin manufacturing PMIs slipping below the expansion threshold in April is
evidence that the manufacturing sector is in no position to pick up the growth baton
from consumption.

Plunging new loans in April point to deeper challenges. The slowdown in medium to
long-term corporate loans suggests that private investment is unlikely to rebound
swiftly. Declining mortgage lending despite supportive measures shows profound
difficulties for the property sector. Externally, persisting strains in the banking sector
and higher interest rates in the US and Europe are expected to pose lingering pressure
on China's exports.

The People's Bank of China (PBOC) decision to hold the medium-term lending facility
rate steady on Monday makes sense given the unlikeliness of Fed rate cuts at this
juncture. Yet, the authority still has tools at its disposal to keep monetary conditions
accommodative. By lowering banks' deposit rate ceilings recently, the PBOC has
reduced lenders' liability costs. This creates room for banks to cut loan prime rates in
the coming months.

The PBOC may also trim the required reserve ratio (RRR) in 2H as around CNY2.9t worth
of medium-term lending facilities mature. Replacing these expiring funds through broad
RRR cuts would inject permanent, low-cost liquidity into the banking system. The
authority is also expected to deploy structural tools complementing fiscal policy to
bolster credit growth, such as re-lending programmes for infrastructure financing.

Thailand: Banking sector stability. As of 1Q23, the Thai banking system's investment
holdings represents c.13% of total assets whereas loans represent c.61% of total assets.
Thai banks’ higher exposure to loans, rather than investment holdings, limits the impact
of unrealised investment losses. Monitoring credit risk will become more crucial due to
the significant portion of loans in their total assets.

Thai banks remained well-capitalised, having capital adequacy ratio of 19.4% as of end-
2022, leaving them in a good position to absorb any unexpected losses. System-wide
capital adequacy ratio is the second highest among emerging ASEAN peers. Loan quality
of Thailand's banking system has been improving, helped by the ongoing economic
recovery from the pandemic. The improvement is seen across consumer and corporate
loans. The Thai banking sector’s liquidity coverage ratio remained high in 1Q23. Liquidity
is likely to be stable, supported by domestic deposit funding.
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DBS Forecast

GDP growth, % y/y CPI inflation, % y/y, avg

China 8.1 3.0 5.5 5.0 0.9 2.2 2.5 2.2
Hong Kon

SARg 5 6.3 35 6.5 2.0 16 19 28 2.0
India 9.6 7.0 5.5 5.8 5.1 6.7 5.4 5.1
L”ads'ias )(*FY 9.1 7.0 5.8 6.0 5.5 6.7 5.2 5.0
Indonesia 3.7 53 5.0 5.0 1.6 4.2 3.7 32
Malaysia 3.1 8.7 4.0 4.8 2.5 34 3.0 2.5
Philippines 5.7 7.6 5.8 6.5 3.9 5.8 5.8 3.2
Singapore 7.6 3.6 2.2 2.8 23 6.1 5.8 43
South Korea 4.1 2.6 1.5 2.4 2.5 5.1 34 2.0
Taiwan 6.5 2.5 0.5 35 2.0 29 2.0 1.4
Thailand 1.5 2.6 34 3.8 1.2 6.1 2.5 2.0
Vietnam 2.6 8.0 5.5 6.5 1.8 3.2 3.8 35
Eurozone 53 3.3 0.9 1.5 2.6 8.4 5.6 2.5
Japan 2.1 1.0 1.2 1.0 -0.2 2.5 3.0 1.0
gt';'ttees 5.9 2.1 12 12 47 8.0 39 30

Source: CEIC, Bloomberg, DBS
#2020 represents Fiscal 21; ending 21 March
Policy interest rates, eop
0x 2o [sen MGEEE ox 20 [soz IEEGEEE

China* 3.65 3.55 3.45 3.45 3.45 3.45 3.55 3.65
India 6.50 6.50 6.50 6.50 6.25 5.75 5.50 5.50
Indonesia 5.75 575 5.25 5.00 475 4.75 475 475
Malaysia 2.75 3.00 3.00 3.00 3.00 3.00 3.00 3.00
Philippines 6.25 6.25 6.25 6.25 5.75 5.25 5.25 5.25
Singapore** 3.53 3.62 3.62 3.54 3.25 2.90 2.80 2.80
South Korea 3.50 3.50 3.50 3.50 3.25 3.00 2.75 2.75
Taiwan 1.88 2.00 2.00 2.00 2.00 2.00 2.00 2.00
Thailand 1.75 2.00 2.25 2.25 2.25 2.25 2.25 2.25
Vietnam*** 6.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Eurozone 3.50 4.00 4.00 4.00 4.00 3.50 3.00 3.00
Japan -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10
gtg'tfsd 5.00 5.25 5.25 5.25 4.75 4.25 4.00 4.00

Source: CEIC ,Bloomberg, DBS
*1-yr Loan Prime Rate; ** 3M SORA OIS ; *** refinancing rate
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CIO Economics Watch
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US MACRO INDICATORS
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CORE CPI (%) : 59 5.9

Headline CPI (%)
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Initial Jobless Claims

Michigan Consumer
Sentiment Index

Source: Bloomberg, DBS
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Disclaimers and Important Notes

This information herein is published by DBS Bank Ltd. (“DBS Bank") and is for information only. This publication is intended for DBS Bank and its subsidiaries or affiliates (collectively “DBS") and
clients to whom it has been delivered and may not be reproduced, transmitted or communicated to any other person without the prior written permission of DBS Bank.

This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any transaction as described, nor is it
calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be viewed as such.

The information herein may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or any of the risks associated to any actual
transaction. Any terms, conditions and opinions contained herein may have been obtained from various sources and neither DBS nor any of their respective directors or employees (collectively
the “DBS Group”) make any warranty, expressed or implied, as to its accuracy or completeness and thus assume no responsibility of it. The information herein may be subject to further revision,
verification and updating and DBS Group undertakes no responsibility thereof.

All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. This publication does not have regard to the specific investment objectives, financial situation or
particular needs of any specific person. Before entering into any transaction to purchase any product mentioned in this publication, you should take steps to ensure that you understand the
transaction and has made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances. In particular, you should read all the relevant
documentation pertaining to the product and may wish to seek advice from a financial or other professional adviser or make such independent investigations as you consider necessary or
appropriate for such purposes. If you choose not to do so, you should consider carefully whether any product mentioned in this publication is suitable for you. DBS Group does not act as an
adviser and assumes no fiduciary responsibility or liability for any consequences, financial or otherwise, arising from any arrangement or entrance into any transaction in reliance on the information
contained herein. In order to build your own independent analysis of any transaction and its consequences, you should consult your own independent financial, accounting, tax, legal or other
competent professional advisors as you deem appropriate to ensure that any assessment you make is suitable for you in light of your own financial, accounting, tax, and legal constraints and
objectives without relying in any way on DBS Group or any position which DBS Group might have expressed in this document or orally to you in the discussion.

Any information relating to past performance, or any future forecast based on past performance or other assumptions, is not necessarily a reliable indicator of future results.

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information could be intercepted,
corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of the Information, which may
arise as a result of electronic transmission. If verification is required, please request for a hard-copy version.

This publication 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 law or regulation.

If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in error, please inform the sender or contact us
immediately. DBS Group reserves the right to monitor and record electronic and telephone communications made by or to its personnel for regulatory or operational purposes. The security,
accuracy and timeliness of electronic communications cannot be assured.

Dubai International Financial Centre: This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook Conduct of Business Module (the
"COB Module"), and should not be relied upon or acted on by any person which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules.

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the "DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" ("DBS DIFC"),
registered with the DIFC Registrar of Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5, PO Box 506538, DIFC, Dubai, United Arab
Emirates.

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number FOO0164. For more information on DBS DIFC and its affiliates, please see
http://www.dbs.com/ae/our--network/default.page.

Where this communication contains a research report, this research report is prepared by the entity referred to therein, which may be DBS Bank Ltd or a third party, and is provided to you by
DBS DIFC. The research report has not been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding that, whilst the information contained within
is believed to be reliable, the information has not been independently verified by DBS DIFC.

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as defined under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or an "Offer of a
Unit of a Fund" as defined under Article 19(2) of the Collective Investment Law (DIFC Law No.2 of 2010).

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in connection with this investment and it is not subject to any form of regulation or
approval by the DFSA. Accordingly, the DFSA has not approved this communication or any other associated documents in connection with this investment nor taken any steps to verify the
information set out in this communication or any associated documents, and has no responsibility for them. The DFSA has not assessed the suitability of any investments to which the
communication relates and, in respect of any Islamic investments (or other investments identified to be Shari'a compliant), neither we nor the DFSA has determined whether they are Shari'a
compliant in any way.

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale. Prospective purchasers should conduct their own due diligence on any
investments. If you do not understand the contents of this document you should consult an authorised financial adviser.

Hong Kong: This publication is distributed by DBS Bank (Hong Kong) Limited (CE Number: AAL664) (‘DBSHK") which is regulated by the Hong Kong Monetary Authority (the "HKMA") and the
Securities and Futures Commission. In Hong Kong, DBS Private Bank is the private banking division of DBS Bank (Hong Kong) Limited.

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the information contained within is
believed to be reliable, the information has not been independently verified by DBSHK.

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the information contained within is
believed to be reliable, the information has not been independently verified by DBSHK.

Indonesia: This publication is distributed by PT Bank DBS Indonesia (DBSI). DBSI is licensed and supervised by the Indonesia Financial Services Authority (OJK) and a member of the Indonesia
Deposit Insurance Corporation (LPS). This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any
transaction as described, nor is it calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be
viewed as such.

India: This publication is distributed by DBS Bank India Ltd. (“DBIL") and is on “as is” basis and for information only. This publication is not intended to be source of advice in respect of the material
presented or information published, and shall not be construed to be legal, tax, financial or investment advisory. This document is not, and should not be construed as, an offer, invitation,
recommendation or solicitation to enter into any transaction in relation to any of the products and services mentioned herein. DBIL does not make any warranty of any kind, express or implied,
including but not limited to warranties of completeness, accuracy of information, merchantability or fitness for a particular purpose.

Singapore: This publication is distributed by DBS Bank Ltd (Company Regn. No. 196800306E) ("DBS") which is an Exempt Financial Adviser as defined in the Financial Advisers Act and regulated by
the Monetary Authority of Singapore (the "MAS").

Thailand: This publication is distributed by DBS Vickers Securities (Thailand) Co., Ltd. (‘DBSVT").

United Kingdom: This communication is from DBS Bank Ltd., London Branch located at 9th Floor, One London Wall, London EC2Y 5EA. DBS Bank Ltd. is regulated by the Monetary Authority of
Singapore and is authorised and regulated by the Prudential Regulation Authority. DBS Bank Ltd. is subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential
Regulation Authority. Details about the extent of DBS Bank Ltd., London Branch's regulation by the Prudential Regulation Authority are available upon request.
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