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Asian couniries have been particularly targeted with ‘reciprocal’ and
other US tariffs

Country Most recently announced US tariffs Bilateral balance with US,
2024 (USSbn)

China 35% +295.2

Japan 26% +68.7

Korea 25% +66.2

Taiwan 32%* +73.7
Singapore 10%* -3.0
Indonesia 32% +17.9
Philippines 17%* +4.9
Thailand 36% +45.6
Malaysia 25% +25.0
Vietham 20% (40% on ‘transshipped’ goods) +123.5
Cambodia 36% +12.3

India 26%* +45.6
Australia 10%* -17.9

Note: * Yet to be confirmed as at 8™ July 2025. Sources: Jeff Mason, Bart H Meijer & David Brunnstrom, “Japan, South Korea face 25% tariffs as Trump ramps up trade war
in letters to 14 countries”, Reuters, 8™ July 2025; US Census Bureau, US Trade in Goods by Country (data are on a balance of payments basis).
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https://www.reuters.com/world/eus-von-der-leyen-had-good-exchange-with-trump-over-phone-commission-says-2025-07-07/
https://www.census.gov/foreign-trade/balance/

US and Chinese bilateral tariffs have been on a roller-coaster ride over
the past four months — who knows where they will end up or for how long?

US tariffs on imports from China
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Source: Chad P. Brown, US-China Trade War Tariffs: An Up-to-Date Chart, Petersen Institute for International Economics, 141 May 2025.

%

—

February

March

April

May

June

Chinese tariffs on imports from the US

160.0 ~

140.0 A

120.0 A

100.0 A

80.0 A

60.0 -

40.0 A

20.0 A

0.0

%

February March April May June

SAUL ESLAKE

CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS



https://www.piie.com/research/piie-charts/2019/us-china-trade-war-tariffs-date-chart
https://www.piie.com/research/piie-charts/2019/us-china-trade-war-tariffs-date-chart
https://www.piie.com/research/piie-charts/2019/us-china-trade-war-tariffs-date-chart
https://www.piie.com/research/piie-charts/2019/us-china-trade-war-tariffs-date-chart
https://www.piie.com/research/piie-charts/2019/us-china-trade-war-tariffs-date-chart
https://www.piie.com/research/piie-charts/2019/us-china-trade-war-tariffs-date-chart
https://www.piie.com/research/piie-charts/2019/us-china-trade-war-tariffs-date-chart

Asian countries have tried hard to ‘appease’ Trump - to no avail

Asian trade negotiators’ flying time to Washington

Hours fi Distance travell : °
ours flown PEADCE I Q According to Bloomberg, Asian trade

negotiators have spent 770 hours flying to

i I 7 hours [N 94.780 and from Washington DC since 2" April

miles

India _12.:] -45.12{;. O It hasn’t done their countries any good

South Korea || 108 B 55.520
Taiwan B (05 B 47106
Malaysia B 2 B 38,216
Indonesia [} o0 B 40,656
China - B 20,445
Thailand B B 17,690

Source: Katia Dimitrieva et al, 'Asia Trade Chiefs Travel 800 hours to Secure Elusive Trade Deals’, Bloomberg, 91 July 2025. SAU L ESLAKE
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https://www.bloomberg.com/news/articles/2025-07-09/asia-trade-chiefs-travel-800-hours-to-secure-elusive-us-deal

Uncertainty about economic policy has risen sharply across Asia since
Donald Trump’s return to the White House
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Note: These indices are based on text searches of newspapers for terms related to economic policy uncertainty —in particular, articles containing the term 'uncertainty' or
'uncertain', the terms 'economic' or 'economy’, and one or more policy-relevant terms including regulation, the central bank, deficit, taxation, taxes, legislation, tariff, war,
and national political institutions. Source: Dario Caldara and Matteo lacoviello, Monthly Economic Policy Uncertainty Indices for 22 Countries.
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https://www.policyuncertainty.com/all_country_data.html

The penguins and seals on Heard & MacDonald Island are pretty upset too
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China’s post-Covid recovery has been very modest - but it has picked up
a bit since mid-2024 thanks to net exports and household spending

Quarterly real GDP growth Contributions to GDP growth
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Sources: National Bureau of Statistics of China; Caixin Global.
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http://www.stats.gov.cn/english/
https://www.caixinglobal.com/caixin-manufacturing-pmi/

Exports have provided a modest lift to the ‘supply side’ while government
measures have provided temporary support to consumer demand

Industrial production Consumer sentiment
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Note: Freight and passenger traffic are expressed in fonne-kms and person-kms respectively. Sources: National Bureau of Statistics of China.
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http://www.stats.gov.cn/english/
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Property development remains a big drag on economic activity -
although there are tentative signs that it could be ‘bottoming out’

e
Real estate climate index
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http://www.stats.gov.cn/english/
http://www.pbc.gov.cn/en/3688247/3688975/index.html
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Inflation has remained very low (or negative) - but until this past month the
‘Chinese authorities’ have been reluctant to take any bold policy actions

Producer prices
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http://www.stats.gov.cn/english/
http://www.pbc.gov.cn/en/3688247/3688975/index.html
http://www.stats.gov.cn/english/
http://www.pbc.gov.cn/en/3688247/3688975/index.html
https://www.imf.org/-/media/Files/Publications/fiscal-monitor/2025/English/ch1onlineannex.ashx

‘Financial Policy Package to Stabilize the Market and Expectations’
announced on 7th May

 Reserve Requirement Ratios lowered by 0.5 pc pts (to 6.0% for small banks and 9% for large banks)
— RRR for auto finance companies and financial leasing companies will be reduced temporarily from 5 % to zero

Q 7-day reverse repo rate cut by 10 basis points (to 1.4%)

A Interest rates on ‘structural monetary policy tools’ cut by 25 bp
— the rate at which the PBoC lends to commercial banks cut from 1.75% to 1.5%
— the rate at which it lends to policy banks (‘pledged supplementary lending’) cut from 2.25% to 2.0%

O Interest rates on ‘personal housing provident fund loans’ (first home loans with terms of over five years) cut by 25
bp from 2.85% to 2.60%

d Some new or increased PBoC lending facilities

— facility that supports sci-tech innovation and technological transformation will be increased by Rmb 300 bn (from Rmb 500
bn to Rmb 800 bn)

— a new Rmb 500 bn facility to support service consumption and old-age services, aiming to guide commercial banks to
increase credit support for these areas

— new Rmb 500bn facility to support service consumption and old-age services, aiming to guide commercial banks to
increase credit support for these areas

— a new ‘risk sharing tool’ providing low-cost funds for sci-tech innovation bond purchases, collaborating with local
governments and market-oriented credit enhancement institutions to share part of the default loss risks through diversified
credit enhancement measures such as joint guarantees

0 Merging the Rmb 500 bn swap facility for securities, funds, and insurance companies with the Rmb 300 bn of

central bank lending for stock buybacks and holdings increase
SAUL ESLAKE

12 Source: PBoC, Press Conference on Launching Financial Policy Package to Stabilize the Market and Expectations, 7t May 2025. CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS



http://www.pbc.gov.cn/en/3688110/3688172/5552468/5710015/index.html

Policy-makers remain concerned about China’s high level of debt,

especially in the corporate sector

Debt as a percentage of
GDP, by sector
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China’s debt compared with other
emerging & advanced economies
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Source: Bank for International Settlements, Credit fo the non-financial sector, September 2024.

'Advanced'

economies

30 -

25

20

15

10

Debt servicing ratios

% of gross domestic income (GDI)

Australia

China

Japan
] UN

121314151617 18192021 22232425
SAUL ESLAKE

CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS

08091011



https://www.bis.org/statistics/totcredit.htm?m=2669
https://www.bis.org/statistics/totcredit.htm?m=2669
https://www.bis.org/statistics/totcredit.htm?m=2669

Chinese banks are more dependent on ‘wholesale funding’ than previously,
but at face value they're well capitalized and adequately provisioned

Deposit-to-loan ratio Capital adequacy ratio Loan-loss provision ratio
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http://www.pbc.gov.cn/en/3688247/3688975/3718249/4503799/index.html
https://www.nfra.gov.cn/en/view/pages/ItemList.html?itemPId=973&itemId=983&itemUrl=ItemListRightList.html&itemTitle=Statistics&itemPTitle=Statistics

In the absence of alternatives, Chinese investors have been piling into

bonds (both government and corporate)

15

Chinese government bond yields
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China’s merchandise frade surplus is being sustained by weakness in
imporis as well as strength in exportis ...

China’s merchandise exports and imports China’s merchandise trade surplus
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http://english.customs.gov.cn/Statistics/Statistics?ColumnId=1

... as is even more obvious when you break the data down into volumes

and prices

China’s merchandise export and import volumes
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Source: CPB Netherlands Bureau for Economic Policy Analysis, World Trade Monitor, April 2025.
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https://www.cpb.nl/en/cpb-world-trade-monitor-march-2025
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And most of the strength in exports is in motor vehicles - if you exclude
them, China’s exports have also been ‘flatlining’ for four years

China’s motor vehicle exports and imporis
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https://data.stats.gov.cn/english/adv.htm?cn=C01
http://english.customs.gov.cn/Statistics/Statistics?ColumnId=1

China has been diversifying its export markets away from the US since the
first Trump Administration

China’s merchandise exports, by destination
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http://english.customs.gov.cn/Statistics/Statistics?ColumnId=1

China’s overall balance of payments position isn’t as strong as suggested
by its merchandise frade surpluses

China’s current account China’s financial account
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Source: China State Administration of Foreign Exchange.
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https://www.safe.gov.cn/en/2019/0329/1496.html

A wide gap has opened up between the alternative measures of China’s
trade surplus - is it ‘hidden exports’ or ‘capital flight’ (or something else)?

Alternative measures of China’s
goods trade balance
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Alternative measures of China’s
goods imports
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Could China eventually offer a currency revaluation as part of a ‘deal’
with the US - oris it just Taiwan?

Chinese yuan vs US dollar
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China has aggressively sought to build up its capacity to produce items
benefiting from the ‘IT revolution’ and the ‘green transition’

Bank lending
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China has a dominant position in the production of a large number of

important mineral and energy resources

China’s production of minerals and energy resources as a pc of world total, 2023
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https://www.world-mining-data.info/?World_Mining_Data
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China’s ‘over-capacity’ problem is all due to ‘involution’ - but have no
fear, Comrade Xi has the answers

Capacity utilization in industry
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Source: National Bureau of Statistics of China; Kim Shehei, “Achieving high-quality development in breaking the ‘involution competition’, People's Daily Online, 29t June 2025;
Ju Li, “Deeply Understand and Comprehensively Rectify ‘Involutionary’ Competition™, Qiushi , 15t July 2025.

Computers &
communication
s equipment

Automotive
17 18 19 20 21 22 23 24 25

O The official ‘party line’ is that ‘over-capacity’ is “the market’s fault”

— but recently some blame has shifted to local governments
preventing the exit of unprofitable businesses

According to an op-ed in the People's Daily on 29t June,
“disorderly price wars and homogeneous competition have
become prominent manifestations of ‘involution’ competition in
some industries”

And an article in Qiushi on 15 July castigates local governments
for “artificially creating policy havens to attract enterprises and
cultivate industries, irregularly implementing unfair and non-
universal preferential policies regarding taxes, fees, subsidies, and
land use, leading to disorderly competition” and for “blindly
launching emerging industries and key industries, causing massive
redundant construction and overproduction within industries”

And (of course) “the Party Central Committee with Comrade Xi
Jinping as the core has deployed a comprehensive rectification of
‘involutional’ competition”

— “breaking the ‘involution’ competition is an inevitable requirement for
strengthening the domestic cycle and building a unified national
market”
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http://www.stats.gov.cn/english/
http://opinion.people.com.cn/BIG5/n1/2025/0629/c1003-40510840.html
https://vivid-green-408.notion.site/Deeply-Understand-and-Comprehensively-Rectify-Involutionary-Competition-22384ece41d780eba37fd487df2ad84d
http://www.stats.gov.cn/english/
http://opinion.people.com.cn/BIG5/n1/2025/0629/c1003-40510840.html
https://vivid-green-408.notion.site/Deeply-Understand-and-Comprehensively-Rectify-Involutionary-Competition-22384ece41d780eba37fd487df2ad84d
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In principle, China could sustain stronger growth by lifting household
spending, but that won’t happen while households feel obliged to save

China household consumption as
a pc of GDP
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http://www.stats.gov.cn/english/
http://www.stats.gov.cn/english/
https://www.oxfordeconomics.com/country/china/

The World Bank (among others) has for years been recommending lifting
SOE dividends to pay for a social safety net - but China doesn’t want to

Effective Discipline with Adequate Autonomy: the Direction ‘ HINA
for Further Reform of China’s SOE Dividend Policy
The World Bank’ (7t July 2010) : / O ; O

l!% pll E PETERSON INSTITUTE FOR
!Ei INTERNATIONAL ECONOMICS

BUILDING A MODERN,

HARMONIOUS, AND CREATIVE

SOE Dividends and Economic
Rebalancing

Micholas Borst (Federal Reserve Bank of San Francisco)

IMF Working Paper

(2013)
China’s High Savings: Drivers, Prospects, and Policies

by Longmei Zhang, Ray Brooks, Ding Ding, Haiyan Ding,
Hui He, Jing Lu, and Rui Mano

(December 2018)
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For a country with its average income and demographic profile, China
doesn’t spend much on social security — one reason for high saving

Per capita GDP (at purchasing

power parities, 2021)
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Sources: International Monetary Fund, World Economic Outlook database, April 2024; United Nations Department of Economic and Social Affairs,
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https://www.imf.org/en/Publications/WEO/weo-database/2023/October
https://www.imf.org/en/Publications/WEO/weo-database/2023/October
https://population.un.org/wpp/
https://www.worldbank.org/en/data/datatopics/aspire/indicator/social-expenditure

Likewise, for an ostensibly and overily ‘socialist’ country China makes

surprisingly little use of ‘progressive’ taxation instruments

Composition of government revenue - China, other ‘emerging’
Asian economies and ‘BRICS’
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https://www.wider.unu.edu/project/grd-government-revenue-dataset
https://www.wider.unu.edu/project/grd-government-revenue-dataset
https://www.wider.unu.edu/project/grd-government-revenue-dataset

What's happening in Chinese politics?

d XiJinping commenced his third five-year term as China’s President in March 2023, making him China’s longest-
serving ruler since Mao Zedong

— the two-term limit enacted by Deng Xiaoping in 1982 was abolished by the National People’s Congress at a session in March
2018, which also formally inserted 'Xi Jinping Thought on Socialism with Chinese Characteristics for a New Era’ into China’s
Constitution

d In contrast to the second term of former Presidents Jiang Zemin and Hu Jintao (during which their successors were
each clearly known), there is no obvious successor to Xi

— Xiis ‘only’ 72, so he could remain President for much longer, but when he does eventually "go to meet Marx", there could be
a battle for succession similar to that which followed the death of Mao in 1976 (which lasted for three years)

A XiJinping has placed far more emphasis on 'security’ (both internal and external) than his predecessors
— and this has been to at least some extent at the expense of economic growth

d Officially, Xi's Thought on Economy’ provides “scientific answers to epochal questions of building a modern
socialist country and cracking a series of development problems”, with “modernization ... consolidated through
h|gh -quality development”, achieved through “comprehensive ... in-depth reform” and “higher-level opening up”
in practice, what has become known as 'dual circulation’ places a lot of emphasis on ‘decoupling’ from ‘the West’ through
import replacement and re-directing exports to the ‘Global South’

— while there have been some recent moves to foster consumer spending (in particular subsidies for trade-ins of home
appliances and purchases of 'digital products’) there is still strong resistance to broader measures to boost consumption

d China continues to step up pressure on Taiwan through increased military activity around the island, more frequent
demonstrations of military capabilities, and increasingly bellicose rhetoric
— despite all that, it's far from clear that China is preparing to invade Taiwan in 2027 as the US asserts SAUL ESLAKE
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https://thediplomat.com/2023/01/how-xi-jinping-used-the-ccp-constitution-to-cement-his-power/
https://www.lowyinstitute.org/publications/after-xi-future-scenarios-leadership-succession-post-xi-jinping-era
https://www.nytimes.com/1974/12/23/archives/when-chairman-mao-meets-karl-marx.html
https://www.foreignaffairs.com/united-states/xis-security-obsession
2025-01-10 Peak China.pptx
https://www.cfg.cam.ac.uk/news/xiconomics-what-chinas-dual-circulation-strategy-means-for-global-business-2/
https://english.www.gov.cn/policies/policywatch/202501/13/content_WS67847a4ec6d0868f4e8eec4a.html
https://english.www.gov.cn/policies/policywatch/202501/13/content_WS67847a4ec6d0868f4e8eec4a.html
https://english.www.gov.cn/policies/policywatch/202501/13/content_WS67847a4ec6d0868f4e8eec4a.html
https://english.www.gov.cn/policies/policywatch/202501/13/content_WS67847a4ec6d0868f4e8eec4a.html
https://english.www.gov.cn/policies/policywatch/202501/13/content_WS67847a4ec6d0868f4e8eec4a.html
https://www.chathamhouse.org/2025/03/chinas-military-build-indicates-it-serious-about-taking-taiwan
https://www.lowyinstitute.org/the-interpreter/china-taiwan-pla-s-2027-milestones
https://www.bbc.com/news/articles/c071xm4x7g7o

Very senior political and military figures keep ‘disappearing’

O A large number of very
senior political and
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Politburo in June 2024 dismissed July 2024, died by suicidein 2023 due to ‘ineffective Theatre Command, dismissed July 2023 SAUL ESLAKE
working at a MFA July 2023 medical treatment’ ousted Dec 2024
. oublishing ouse” CORINNA ECONOMIC ADVISORY
pu g INDEPENDENT ECONOMICS



These and other developments have prompted some speculation about
Xi Jinping’s grip on power

d

There's been some recent speculation (not for the first time) that

Xi Jinping’s absolute power may be waning:

— based on his lack of involvement in trade negotiations with the US,
and in the recent announcement of new policies to boost social
welfare, his absence from a recent ceremony in which Premier Li
Qiang and other senior officials ‘pledged allegiance’ to the State
Constitution, and fewer references to ‘Xi Jinping thought’ in official
media

— as well as the continuing rapid turnover of senior PLA leaders and
other officials

— and his decision to skip the BRICS summit in Rio de Janeiro this week
(the first time he hasn’t attended)

— some even suggested that his daughter Xi Mingzie's attendance at a
state dinner for visiting Belarusian President Alexander Lukashenko in
early June (which is unusual) was a signal that Xi is ‘thinking about
succession’

0 However, a ‘count’ of media mentions in the People’s Daily
doesn’t suggest any decline in Xi-s pre-eminence, nor an
increase in anyone else’s

Politburo Standing Committee member
mentions in the People’s Daily

April-June comparison: 2024 vs 2025 front-page headline appearances (2025 includes June 26)
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https://jamestown.org/program/xi-jinpings-central-position-in-official-media-starts-to-erode/
https://english.www.gov.cn/news/202506/11/content_WS68498152c6d0868f4e8f3453.html
https://www.scmp.com/news/china/diplomacy/article/3315708/first-xi-will-miss-brics-summit-rio-li-qiang-leads-china-delegation-sources
https://stratnewsglobal.com/general/red-dynasty-politics-is-xi-grooming-his-daughter-to-succeed-him/?utm_source=inshorts&utm_medium=referral&utm_campaign=fullarticle
https://jamestown.org/program/personnel-problems-are-becoming-personal-problems-for-xi-jinping/
https://jamestown.org/program/xi-jinpings-central-position-in-official-media-starts-to-erode/
https://jamestown.org/program/xi-jinpings-central-position-in-official-media-starts-to-erode/
https://chinamediaproject.org/2025/06/26/is-xis-grip-holding/?utm_source=substack&utm_medium=email

Japan



Japan is starting to look almost like a ‘normal economy’ again
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https://www.esri.cao.go.jp/en/sna/sokuhou/sokuhou_top.html
https://www.esri.cao.go.jp/en/sna/sokuhou/sokuhou_top.html
https://www.stat.go.jp/english/data/roudou/
https://www.esri.cao.go.jp/en/sna/sokuhou/sokuhou_top.html
https://www.stat.go.jp/english/data/roudou/
https://www.stat.go.jp/english/data/cpi/index.html
https://www.boj.or.jp/en/statistics/pi/index.htm/#p01
https://www.boj.or.jp/en/research/research_data/cpi/index.htm/
https://www.boj.or.jp/en/research/research_data/cpi/index.htm/
https://www.esri.cao.go.jp/en/sna/sokuhou/sokuhou_top.html
https://www.stat.go.jp/english/data/roudou/
https://www.stat.go.jp/english/data/cpi/index.html
https://www.boj.or.jp/en/statistics/pi/index.htm/#p01
https://www.boj.or.jp/en/research/research_data/cpi/index.htm/
https://www.boj.or.jp/en/research/research_data/cpi/index.htm/

But in many ways Japan remains different ...

Population growth
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https://www.esri.cao.go.jp/en/sna/sokuhou/sokuhou_top.html
https://www.esri.cao.go.jp/en/sna/sokuhou/sokuhou_top.html
https://www.stat.go.jp/english/data/roudou/
https://www.esri.cao.go.jp/en/sna/sokuhou/sokuhou_top.html
https://www.stat.go.jp/english/data/roudou/
https://www.imf.org/-/media/Files/Publications/fiscal-monitor/2025/English/ch1onlineannex.ashx
https://www.esri.cao.go.jp/en/sna/sokuhou/sokuhou_top.html
https://www.stat.go.jp/english/data/roudou/
https://www.imf.org/-/media/Files/Publications/fiscal-monitor/2025/English/ch1onlineannex.ashx
https://www.imf.org/~/media/Websites/IMF/imported-datasets/external/pubs/ft/wp/2012/Data/_wp12284.ashx
https://www.imf.org/~/media/Websites/IMF/imported-datasets/external/pubs/ft/wp/2012/Data/_wp12284.ashx
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Japan has been running trade deficits this decade, mostly due to terms-of-
trade losses — but it runs surpluses with the US so it is in Trump’s sights

Merchandise trade balance
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https://www.customs.go.jp/toukei/info/index_e.htm
https://www.boj.or.jp/en/statistics/br/bop_06/index.htm/

India



India’s economic growth performance continues to fall short of
expectations — but at least inflation and interest rates are coming down

38
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https://www.mospi.gov.in/web/mospi/download-tables-data/-/reports/view/templateOne/16701?q=TBDCAT
https://www.rbi.org.in/Scripts/QuarterlyPublications.aspx?head=Quarterly%20Industrial%20Outlook%20Survey
https://www.rbi.org.in/scripts/BimonthlyPublications.aspx?head=Consumer%20Confidence%20Survey%20-%20Bi-monthly
https://www.rbi.org.in/scripts/BimonthlyPublications.aspx?head=Consumer%20Confidence%20Survey%20-%20Bi-monthly
https://www.rbi.org.in/scripts/BimonthlyPublications.aspx?head=Consumer%20Confidence%20Survey%20-%20Bi-monthly
https://www.rbi.org.in/scripts/BimonthlyPublications.aspx?head=Consumer%20Confidence%20Survey%20-%20Bi-monthly
https://www.rbi.org.in/scripts/Annualpolicy.aspx
https://www.rbi.org.in/Scripts/BS_ViewBulletin.aspx
https://www.mospi.gov.in/web/mospi/download-tables-data/-/reports/view/templateOne/16701?q=TBDCAT
https://www.mospi.gov.in/web/mospi/download-tables-data/-/reports/view/templateOne/16401?q=TBDCAT
https://eaindustry.nic.in/pdf_files/cmonthly.pdf
https://eaindustry.nic.in/pdf_files/cmonthly.pdf
https://www.rbi.org.in/Scripts/QuarterlyPublications.aspx?head=Quarterly%20Industrial%20Outlook%20Survey
https://www.rbi.org.in/scripts/BimonthlyPublications.aspx?head=Consumer%20Confidence%20Survey%20-%20Bi-monthly
https://www.rbi.org.in/scripts/BimonthlyPublications.aspx?head=Consumer%20Confidence%20Survey%20-%20Bi-monthly
https://www.rbi.org.in/scripts/BimonthlyPublications.aspx?head=Consumer%20Confidence%20Survey%20-%20Bi-monthly
https://www.rbi.org.in/scripts/Annualpolicy.aspx
https://www.rbi.org.in/Scripts/BS_ViewBulletin.aspx

India shows no sign of meaningfully addressing its “twin deficits” problem -
but it may come under US pressure regarding its currency

Merchandise trade balance
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Sources: Ministry of Commerce and Industry, Trade Statistics; Reserve Bank of India, Special Data Dissemination Standards - Balance of Payments; IMF, Fiscal Monitor, April 2025; SA U L ES LAKE
Refinitiv Datastream.
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https://commerce.gov.in/trade-statistics/
https://www.rbi.org.in/scripts/SDDS_ViewDetails.aspx?Id=5&IndexTitle=Balance%20of%20Payment
https://www.rbi.org.in/scripts/SDDS_ViewDetails.aspx?Id=5&IndexTitle=Balance%20of%20Payment
https://www.rbi.org.in/scripts/SDDS_ViewDetails.aspx?Id=5&IndexTitle=Balance%20of%20Payment
https://www.imf.org/-/media/Files/Publications/fiscal-monitor/2025/English/ch1onlineannex.ashx
https://commerce.gov.in/trade-statistics/
https://www.rbi.org.in/scripts/SDDS_ViewDetails.aspx?Id=5&IndexTitle=Balance%20of%20Payment
https://www.rbi.org.in/scripts/SDDS_ViewDetails.aspx?Id=5&IndexTitle=Balance%20of%20Payment
https://www.rbi.org.in/scripts/SDDS_ViewDetails.aspx?Id=5&IndexTitle=Balance%20of%20Payment
https://www.imf.org/-/media/Files/Publications/fiscal-monitor/2025/English/ch1onlineannex.ashx

On-going large budget deficits have ‘squeezed out’ private sector
borrowing, but banks have improved their credit quality performance

Credit outstanding as a
percentage of GDP, by sector
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Note: the proportion of credit to the private non-financial sector provided by banks is shown as constant (fo four decimal places) between the fourth quarter of 2022 and the SA U L ES LAKE

third quarter of 2023. This is in the source data. Source: Bank for International Settlements, Credit to the non-financial sector, September 2024; Reserve Bank of India, Database

on Indian Economy - Banking Performance Indicators.
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https://www.bis.org/statistics/totcredit.htm?m=2669
https://www.bis.org/statistics/totcredit.htm?m=2669
https://www.bis.org/statistics/totcredit.htm?m=2669
https://data.rbi.org.in/#/dbie/reports/Statistics/Financial%20Sector/Banking%20-%20Performance%20Indicators
https://data.rbi.org.in/#/dbie/reports/Statistics/Financial%20Sector/Banking%20-%20Performance%20Indicators
https://data.rbi.org.in/#/dbie/reports/Statistics/Financial%20Sector/Banking%20-%20Performance%20Indicators
https://data.rbi.org.in/#/dbie/reports/Statistics/Financial%20Sector/Banking%20-%20Performance%20Indicators

India remains an instinctively protectionist economy

4
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Sources: World Trade Organization, WTO Stats; World Bank, Data; United Nations Council on Trade & Development (UNCTAD), Foreign direct investment: Inward and outward
flows and stock, annual.



https://commerce.gov.in/trade-statistics/
https://www.rbi.org.in/scripts/SDDS_ViewDetails.aspx?Id=5&IndexTitle=Balance%20of%20Payment
https://www.rbi.org.in/scripts/SDDS_ViewDetails.aspx?Id=5&IndexTitle=Balance%20of%20Payment
https://www.rbi.org.in/scripts/SDDS_ViewDetails.aspx?Id=5&IndexTitle=Balance%20of%20Payment
https://www.imf.org/-/media/Files/Publications/fiscal-monitor/2025/English/ch1onlineannex.ashx
https://timeseries.wto.org/
https://data.worldbank.org/indicator/NE.EXP.GNFS.ZS?view=chart
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Other East Asian economies



‘Peripheral’ East Asia isn’t really ‘peripheral’ to the world economy
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Hong Kong, Macao, Korea and Taiwan; Africa is sub-Saharan Africa; Latin America includes Caribbean. P "
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https://www.imf.org/en/Publications/WEO/weo-database/2025/april
https://www.imf.org/en/Publications/WEO/weo-database/2025/april
https://timeseries.wto.org/

‘Peripheral’ East Asia isn’t really ‘peripheral’ to the world economy
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https://population.un.org/wpp/
https://population.un.org/wpp/
https://www.imf.org/en/Publications/WEO/weo-database/2025/april
https://www.imf.org/en/Publications/WEO/weo-database/2025/april

Iiverse In size,

stage of development, export orientation and economic performance

The economies of North- and South-East Asia are very d
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https://www.imf.org/en/Publications/WEO/weo-database/2025/april
https://www.imf.org/en/Publications/WEO/weo-database/2025/april
https://kidb.adb.org/

North- and South-East Asian economies differ in a wide range of other

respects
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Human development index
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https://hdr.undp.org/content/human-development-report-2025
https://www.fraserinstitute.org/sites/default/files/2024-10/economic-freedom-of-the-world-2024.pdf
https://www.imf.org/-/media/Files/Publications/fiscal-monitor/2025/English/ch1onlineannex.ashx
2025-01-14 World and Australian economies.pptx
https://data.worldbank.org/
https://timeseries.wto.org/
https://www.transparency.org/en/cpi/2024
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The more ‘advanced’ peripheral economies — and Thailand - have very
different demographic profiles from the ‘emerging and developing’ ones
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https://population.un.org/wpp/
https://population.un.org/wpp/
https://population.un.org/wpp/

Most Asian economies, other than Korea, have returned to pre-Covid

growth trends
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Cenftral Statistics Agency; Philippine Statistics Authority; Thailand National Economic & Social Development Council; Department of Statistics Malaysia; Nationdl

48 Statistics Office of Vietham; Cambodia National Institute of Statistics.
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https://ecos.bok.or.kr/#/SearchStat
https://eng.stat.gov.tw/cl.aspx?n=2332
https://eng.stat.gov.tw/cl.aspx?n=2332
https://eng.stat.gov.tw/cl.aspx?n=2332
https://www.censtatd.gov.hk/en/scode250.html
https://www.singstat.gov.sg/find-data/search-by-theme/economy/national-accounts/latest-data
https://www.bps.go.id/id/statistics-table?subject=531
https://www.bps.go.id/id/statistics-table?subject=531
https://psa.gov.ph/statistics/national-accounts
https://www.nesdc.go.th/nesdb_en/more_news.php?cid=155
https://www.dosm.gov.my/portal-main/release-subthemes/national-accounts
https://www.gso.gov.vn/en/national-accounts/
https://www.gso.gov.vn/en/national-accounts/
https://www.nis.gov.kh/index.php/en/21-na/150-national-account-new

Unemployment is close to historic lows across most of Asia
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Central Statistics Agency; Philippine Statistics Authority; Bank of Thailand; Department of Statistics Malaysia.

49

SAUL ESLAKE

CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS



https://kostat.go.kr/board.es?mid=a20105010000&bid=a201050100&ref_bid=11732,11733,11734,11735,12051,11786,0068
https://eng.stat.gov.tw/Point.aspx?sid=t.3&n=4202&sms=11713
https://eng.stat.gov.tw/Point.aspx?sid=t.3&n=4202&sms=11713
https://eng.stat.gov.tw/Point.aspx?sid=t.3&n=4202&sms=11713
https://www.censtatd.gov.hk/en/scode200.html
https://stats.mom.gov.sg/Pages/Unemployment-Summary-Table.aspx
https://www.bps.go.id/id/statistics-table/2/MTk1MyMy/jumlah-dan-persentase-penduduk-bekerja-dan-pengangguran.html
https://www.bps.go.id/id/statistics-table/2/MTk1MyMy/jumlah-dan-persentase-penduduk-bekerja-dan-pengangguran.html
https://psa.gov.ph/statistics/labor-force-survey
https://app.bot.or.th/BTWS_STAT/statistics/BOTWEBSTAT.aspx?reportID=638&language=eng
https://www.dosm.gov.my/portal-main/release-subthemes/labour-market-information
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Consumer confidence has weakened in the aftermath of US tariff
announcements — except in Korea, due to resolution of political tensions
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Note: There is no consumer confidence index for Singapore. Sources: Bank of Korea; National Central University, Research Center for Taiwan Economic Development; City
University of Hong Kong, Statistical Consulting Unit; Bank Indonesia; University of Thai Chamber of Commerce, Center for Economic and Business Forecasting; Malaysian

100 + standard deviation
from 2000-25 mean

1516 17 18 19 20 21 22 23 24 25

Hong Kong
104 - 100 + standard deviation
from 2000-25 mean
103 -
102 ~
101 +
100 -
99 +
98 +
97 ~
96 +—F——F— 77— 77—
1516 17 18 19 20 21 22 23 24 25
Singapore

Institute of Economic Research; standardization by Corinna.
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https://www.bok.or.kr/eng/bbs/E0000634/view.do?nttId=10092048&menuNo=400423&relate=Y&depth=400423&programType=newsDataEng
http://rcted.ncu.edu.tw/cci.asp
https://www.cb.cityu.edu.hk/dao/scu/?page=CCCI
https://www.bi.go.id/en/publikasi/ruang-media/news-release/Pages/sp_2712925.aspx
https://cebf.utcc.ac.th/
https://mier.org.my/consumer-sentiments-index-1st-quarter-2024/
https://mier.org.my/consumer-sentiments-index-1st-quarter-2024/

Inflation rose sharply in most Asian economies (apart from Taiwan) in 2022-
23, but is now back to target ranges (except in Vietham and Cambodia)
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Note: Definitions of ‘core’ inflation differ from country to country. Sources: Statistics Korea; Taiwan Directorate-General of Budget, Accounting & Stafistics; Hong Kong SAU L ESLAKE
Census and Statistics Department; Statistics Singapore; Indonesia Central Statistics Agency; Philippine Statistics Authority; Thailand Bureau of Trade and Economic
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https://kostat.go.kr/menu.es?mid=a20209010000
https://eng.stat.gov.tw/cl.aspx?n=2325
https://eng.stat.gov.tw/cl.aspx?n=2325
https://eng.stat.gov.tw/cl.aspx?n=2325
https://www.censtatd.gov.hk/en/scode270.html
https://www.censtatd.gov.hk/en/scode270.html
https://www.singstat.gov.sg/find-data/search-by-theme/economy/prices-and-price-indices/latest-data
https://www.bps.go.id/id/statistics-table/2/MjIyMiMy/indeks-harga-konsumen--2022-100--menurut-kelompok-dan-sub-kelompok-11-perawatan-pribadi-dan-jasa-lainnya.html
https://psa.gov.ph/price-indices/cpi-ir
https://www.nesdc.go.th/nesdb_en/more_news.php?cid=155
https://www.nesdc.go.th/nesdb_en/more_news.php?cid=155
https://www.dosm.gov.my/portal-main/release-subthemes/prices
https://www.gso.gov.vn/en/prices/
https://www.nbc.gov.kh/english/economic_research/monetary_and_financial_statistics_data.php
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Most Asian economies, apart from Korea and the Philippines, have
experienced a strong pick up in exporits over the past two years
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Note: Data for Hong Kong, Singapore and Malaysia are published in national currencies and converted to US dollars by Corinna using month-average exchange rates.
Sources: Korea Ministry of Trade, Industry & Energy; Taiwan International Trade Administration; Hong Kong Census and Statistics Department; Statistics Singapore; Indonesia
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Central Statistics Agency; Philippine Statistics Authority; Thailand Ministry of Commerce; Department of Statistics Malaysia; National Statistics Office of Vietnam; National Bank
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https://english.motie.go.kr/eng/13/topics/2
https://publicinfo.trade.gov.tw/cuswebo/FSCE000F/FSCE000F
https://www.censtatd.gov.hk/en/scode230.html
https://www.singstat.gov.sg/find-data/search-by-theme/trade-and-investment/merchandise-trade/latest-data
https://www.bps.go.id/id/statistics-table?subject=535
https://www.bps.go.id/id/statistics-table?subject=535
https://psa.gov.ph/statistics/export-import/monthly/node/1684076149
https://tradereport.moc.go.th/en
https://www.dosm.gov.my/portal-main/release-subthemes/external-sector
https://www.gso.gov.vn/en/trade-and-services/
https://www.nbc.gov.kh/english/economic_research/balance_of_payment_data.php
https://www.nbc.gov.kh/english/economic_research/balance_of_payment_data.php
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Most Asian economies, aside from HK, the Philippines, Thailand and
Cambodiaq, are running trade surpluses
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Central Statistics Agency; Philippine Statistics Authority; Thailand Ministry of Commerce; Department of Statistics Malaysia; National Statistics Office of Vietnam; National Bank
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https://english.motie.go.kr/eng/13/topics/2
https://publicinfo.trade.gov.tw/cuswebo/FSCE000F/FSCE000F
https://www.censtatd.gov.hk/en/scode230.html
https://www.singstat.gov.sg/find-data/search-by-theme/trade-and-investment/merchandise-trade/latest-data
https://www.bps.go.id/id/statistics-table?subject=535
https://www.bps.go.id/id/statistics-table?subject=535
https://psa.gov.ph/statistics/export-import/monthly/node/1684076149
https://tradereport.moc.go.th/en
https://www.dosm.gov.my/portal-main/release-subthemes/external-sector
https://www.gso.gov.vn/en/trade-and-services/
https://www.nbc.gov.kh/english/economic_research/balance_of_payment_data.php
https://www.nbc.gov.kh/english/economic_research/balance_of_payment_data.php

Vietnam, Taiwan and Cambodia are most at risk from Trump’s ‘reciprocal
tariffs’ — they could drive Asian countries into closer tfrade ties with China
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Note: Merchandise exports represent a much larger share of the GDP of Hong Kong (113% in 2024) and Singapore (56%) than of Korea, Taiwan, Malaysia and Vietnam (20-25%) SAU L ESLAKE
and of Cambodia (18%) and Thailand (17%), and Indonesia and the Philippines (6%). Sources: IMF, International Trade in Goods (by partner country) (IMTS); Taiwan Ministry of
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International Trade in Goods (by partner country) (IMTS)
https://web02.mof.gov.tw/njswww/webMain.aspx?sys=100&funid=edefjsptgl
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ASEAN hasn’t fostered ‘internal frade’ in the way that the EU has

Indonesia

35

30

25

20

15

10

ASEAN as % of total

Imports

Exports

00 05 10 15

Philippines

35

30 -

25

20

15

10

ASEAN as % of total

20 25

Imports

Exports

00

05 10 15

20 25

Thailand

35 -

ASEAN as % of totfal

Exports

|

_M

15
Imports
]O T T T T 1
00 05 10 15 20 25
Malaysia
35 7 ASEAN as % of total
Exports
30 A
25 A
20 A
Imports
15 A
]O T T T T 1
00 05 10 15 20 25
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International Trade in Goods (by partner country) (IMTS)
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Tourism remains below pre-Covid levels in most Asian economies, except
for Malaysia and Vietham
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Note: These data are not seasonally adjusted. Sources: Korea Tourism Organization; Taiwan Directorate-General of Budget, Accounting and Statistics; Hong Kong Census and
Statistics Department; Singapore Tourism Board; Indonesia Central Statistics Agency; Philippines Statistics Authority; Bank of Thailand; Tourism Malaysia; Viet Nam Nationdal SAU L ESLAKE
Authority of Tourism; Cambodia Ministry of Tourism. CORINNA ECONOMIC ADVISORY
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https://english.visitkorea.or.kr/svc/main/index.do
https://admin.taiwan.net.tw/English
https://admin.taiwan.net.tw/English
https://admin.taiwan.net.tw/English
https://www.censtatd.gov.hk/en/web_table.html?id=650-80001
https://www.censtatd.gov.hk/en/web_table.html?id=650-80001
https://www.stb.gov.sg/
https://www.bps.go.id/en/statistics-table/2/MTE1MCMy/number-of-foreign-tourist-visits-per-month-to-indonesia-according-to-the-entrance--2008---now--visit-.html
https://psa.gov.ph/node/1684063660
https://app.bot.or.th/BTWS_STAT/statistics/ReportPage.aspx?reportID=875&language=eng
https://data.tourism.gov.my/
https://vietnamtourism.gov.vn/en/tags/monthly-tourism-statistics
https://vietnamtourism.gov.vn/en/tags/monthly-tourism-statistics
https://asset.cambodia.gov.kh/tourism/2025/01/CAM122024.pdf

Singapore is the clear regional leader in services exports, followed by
Korea & HK, but Thailand and Malaysia are seeing rapid growth in this area
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Sources: Bank of Korea; Central Bank of the Republic of China (Taiwan); Hong Kong Census and Statistics Department; SingStat; Statistics Indonesia; Bangko Sentral ng
Pilipinas; Bank of Thailand; State Bank of Vietnam; National Bank of Cambodia. SAU L ESLAKE

57 CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS



https://www.bok.or.kr/eng/search/search/main.do?menuNo=400493&query=Balance%20of%20Payments
https://www.cbc.gov.tw/en/cp-512-2070-5E016-2.html
https://www.censtatd.gov.hk/en/scode260.html
https://www.singstat.gov.sg/find-data/search-by-theme/economy/balance-of-payments/latest-data
https://www.bps.go.id/en/statistics-table/2/MjM2NCMy/quarterly-balance-of-payments.html
https://www.bsp.gov.ph/SitePages/Statistics/External.aspx?TabId=1
https://www.bsp.gov.ph/SitePages/Statistics/External.aspx?TabId=1
https://app.bot.or.th/BTWS_STAT/statistics/BOTWEBSTAT.aspx?reportID=646&language=eng
https://dttktt.sbv.gov.vn/webcenter/portal/vi/menu/trangchu/tk/ccttqt?centerWidth=80%25&leftWidth=20%25&rightWidth=0%25&showFooter=false&showHeader=false&_adf.ctrl-state=76blre2pm_4&_afrLoop=27220412712059755#%40%3F_afrLoop%3D27220412712059755%26centerWidth%3D80%2525%26leftWidth%3D20%2525%26rightWidth%3D0%2525%26showFooter%3Dfalse%26showHeader%3Dfalse%26_adf.ctrl-state%3Deuteusz6x_4
https://www.nbc.gov.kh/english/economic_research/balance_of_payment_data.php
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Asian economies, except for the Philippines and Cambodia, are running
current account surpluses (and in some cases very large ones)
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Agency; Bangko Sentral ng Pilipinas; Bank of Thailand; Department of Statistics Malaysia; State Bank of Vietnam; National Bank of Cambodia.
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https://ecos.bok.or.kr/#/SearchStat
https://www.cbc.gov.tw/en/cp-512-2070-5E016-2.html
https://www.censtatd.gov.hk/en/web_table.html?id=315-37001
https://www.singstat.gov.sg/find-data/search-by-theme/economy/balance-of-payments/latest-data
https://www.bps.go.id/en/statistics-table/2/MjM2NCMy/quarterly-balance-of-payments.html
https://www.bps.go.id/en/statistics-table/2/MjM2NCMy/quarterly-balance-of-payments.html
https://www.bsp.gov.ph/Statistics/External/table1_data.aspx
https://app.bot.or.th/BTWS_STAT/statistics/ReportPage.aspx?reportID=953&language=eng
https://open.dosm.gov.my/dashboard/balance-of-payments
https://www.sbv.gov.vn/webcenter/faces/oracle/webcenter/page/scopedMD/s53ac19ba_a4f3_4580_8082_f2469406d2d5/boip.jspx?wc.contextURL=/spaces/en&_adf.ctrl-state=1a8c76il1_50
https://www.nbc.gov.kh/english/publications/balance_of_payment.php
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HK, Singapore, Taiwan and now Korea have sirong net external asset
positions — Indonesia and the Philippines are much weaker
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Sources: Bank of Kored; Central Bank of the Republic of China (Taiwan); Hong Kong Census and Statistics Department; SingStat; Bank Indonesia; Bangko Sentral ng Pilipinas;
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https://www.bok.or.kr/eng/bbs/E0000634/view.do?menuNo=400423&nttId=10091594
https://www.cbc.gov.tw/en/cp-515-30000-1EE4D-2.html
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Most Asian governments are running fairly conservative fiscal policies
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Asian governments’ military spending is bound to increase in the years
ahead given heightened geo-political uncertainties
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2025-01-14 World and Australian economies.pptx

South-East Asians still frust the US more than China to ‘do the right thing’ -
but both lag well behind Japan and the EU in South-East Asian eyes

038 How confident are you that China will “do the right thing” to contribute to
global peace, security, prosperity, and governance?

039 How confident are you that the EU will “do the right thing” to contribute to
global peace, security, prosperity, and governance?
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https://www.iseas.edu.sg/wp-content/uploads/2025/03/The-State-of-SEA-2025-1.pdf
https://www.iseas.edu.sg/wp-content/uploads/2025/03/The-State-of-SEA-2025-1.pdf
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Hong Kong and Singapore corporates carry a lot of debt, as do Korean
and Hong Kong households, while government debt is relatively low
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https://data.bis.org/topics/TOTAL_CREDIT
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Banks account for a larger share of total credit to the private sector in
Asia than in North America or Europe
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Bank NPL ratios have been rising in most Asian economies, particularly
Vietnam and Cambodia, and (from a lower base) HK and Korea
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Asian ceniral banks have been lowering policy interest rates as inflation
has come down - except in Taiwan, Malaysia and Vietnham
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Note: Neither Hong Kong nor Singapore use a monetary policy indicator interest rate. Hong Kong has a currency board system, under which the HKMA base rate moves in line SAU L ESLAKE
with a pre-set formula based on the US fed funds rate; the Monetary Authority of Singapore uses the (effective) exchange rate as its principal monetary policy instrument. The
National Bank of Cambodia administers monetary policy primarily through changes in bank reserve requirement ratios. Sources: national central banks; LSEG Datastream.
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Most Asian currencies have sirengthened against the weaker USS this year -
with the exceptions of the rupiah, peso and dong
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A summary of political developments in Asia

Thailand Vietham
» Paetongtarn Shinawatra (daughter
of former PM Thaksin Shinawatra
and niece of another former PM

Hong Kong Indonesia

Korea

= Vietnam is a one-party state
under the rule of the Communist
Party of Vietham.

= Prabowo Subianto easily won
the Presidential election held on

» The (left-leaning) Democratic * Hong Kong is now firmly under
Party’s Lee Jae-Myung won the the control of Beijing following

Presidential election held on 3rd
June, winning 49.4% of the vote
to (conservative) People Power
Party nominee Kim Moon-soo.

The election followed the
impeachment of Yoon Suk-Yeol
(PPP) after he attempted to
impose martial law in late 2024

The DPP holds a maijority in the
National Assembly

Taiwan

» Lai Ching-te of the nominally
pro-independence Democratic
Progressive Party won the
January 2024 Presidential
election with 40% of the vote -
the opposition was split between
the pro-China Kuomintang and
the new Taiwan People’s Party

The DPP has held the Presidency
for all but 4 of the past 25 years

The DPP lost its maijority in the
Legislative Yuan and requires
support of the TPP to enact
legislation

the imposition of National
Security laws in 2020 and 2024,
and changes to the electoral
system in 2021

Only 20 of the seats in the LegCo
are now elected by ‘universal
suffrage’, and only 88 of the 470
seats on District Councils

The current Chief Executive John
Lee Ka-chiu's term expires in
July 2027

Singapore

The People’s Action Party has
ruled Singapore continuously
since 1959

The PAP under Prime Minister
Lawrence Wong (who
succeeded Lee Hsien Loong in
May 2024) won 87 of the 99
seats in Singapore’s Parliament
at elections held on 39 May this
year, obtaining 65.6% of the
vote, an increase of 4.3 pc pts
from the previous election in
2020

14" February 2024 with 58.6% of
the vote

Prabowo had lost the two
previous elections, in 2014 and
2019, to his predecessor Joko
Widodo

Eight different parties gained
seats in the 580-member DPR:
Prabowo’s party came third with
86 but has enough support from
other parties to enact legislation

Philippines

* Ferdinand Marcos Jr (son of

former dictator of the same
name) won 59% of the vote (the
largest majority since 1981) in
the Presidential election held in
May 2022

Sarah Duterte, daughter of the
previous President Rodrigo
Duterte, was elected Vice-
President, but was impeached in
February 2024

Marcos’s party has a
comfortable maijority in the
legislature

Yingluck Shinawatra, both of whom
were deposed in military coups) of
the Pheu Thai Party has been PM
since August 2024

* PM Paetongtarn’s Government lost
the support of its second largest
coadlition partner over her handling
of border tensions with Cambodia

* |n July the Constitutional Court
accepted a petition from 30
senators to suspend her from office

Malaysia

From independence in 1957 until
2018 Malaysian politics were
dominated by the United Malays
National Organization (UMNO)
and its coalition partners.

At the last election in November
2022 the Pakatan Harapan
coalition led by former UMNO
deputy leader Anwar Abrahim
formed government.

The next election is due by
February 2028.

As in other Communist states,
the most powerful authority is
the General Secretary of the
CPV, T6 Lam, who gained that
position in August 2024 following
the death of his long-serving
predecessor Nguyén Phu Trong.

The other three key figures are
President Lwong Cuwong, PM
Pham Minh Chinh and National
Assembly Chair Tran Thanh Man

Cambodia

Cambodia is in effect a one-
party state under the rule of the
Cambodian People’s Party,
headed from 1984 until 2023 by
Hun Sen, and since then by his
son Hun Manet

Since 2018 the CPP has held all
125 seats in the National
Assembly, with the two main
opposition parties (the CNRP
and KNLF) and more recently
the Candlelight Party having
been banned

SAUL ESLAKE
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Australia is more exposed to a protracted slowdown in China’s economy -
or to frade sanctions against China - than any other ‘advanced’ economy

Exports to China as a pc of total exports

40 - % of total merchandise exports, 2024
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https://data.imf.org/en/datasets/IMF.STA:ITG

Inflation has returned to the RBA'’s target range at little cost in terms of
unemployment, supported by population growth and public spending
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Sources: ABS, Australian National Accounts: National Income, Expenditure and Product, March quarter 2025; Consumer Price Index, March quarter 2025 and Monthly Consumer
71 Price Index Indicator, May 2025; Labour Force, May 2025; and Balance of Payments and International Investment Position, March quarter 2025.
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
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https://www.abs.gov.au/statistics/economy/international-trade/balance-payments-and-international-investment-position-australia/mar-2025
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The Reserve Bank of Australia was later to start lifting rates, and lifted them
by less, than its peers - so it has been slower to start cutting them

Monetary policy interest rates -
Australia and comparable countries

Monetary policy interest rates -
Europe and Japan

6 % pa 51 %pa
Norway
51 4 -
UN
UK
4 3 -
Euro
N7 ared
37 2 Sweden
j Canada
‘f Switzerland
2 1 -
1 - 0 | ‘ /J ‘ \_\
O T I\ T T -1 -
20 21 22 23 24 25 20 21 22 23 24 25
Sources: US Federal Reserve; Bank of Canada; European Cenftral Bank; Bank of England; Reserve Bank of Australia; Reserve Bank of New Zealand; European Cenftral Bank; SAU L ESLAKE
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https://www.federalreserve.gov/releases/h15/
https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/key_ecb_interest_rates/html/index.en.html
https://www.bankofengland.co.uk/monetary-policy/the-interest-rate-bank-rate
https://www.rba.gov.au/statistics/tables/xls/a02hist.xlsx?v=2024-05-03-13-26-01
https://www.rbnz.govt.nz/monetary-policy/monetary-policy-decisions
https://www.ecb.europa.eu/home/html/index.en.html
https://www.riksbank.se/en-gb
https://www.norges-bank.no/en/
https://www.snb.ch/en/
https://www.boj.or.jp/en/index.htm

‘Underlying’ inflation has now fallen more or less as much as it has done
in most other comparable countries

‘Headline’ inflation ‘Core’ or ‘underlying’ inflation
12 1 % change from year earlier 81 % change from year earlier
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Note: ‘Core’ inflation in the US, UK and Canada is the annual change in the CPI excluding food & energy; ‘underlying’ inflation in Australia is the ‘timmed mean’ and in NZ is SAU L ESLAKE
73 derived from a statistical model. Sources: US Bureau of Labor Statistics; Statistics Canada; UK Office for National Statistics; ABS; StatsNZ; RBNZ. CORINNA ECONOMIC ADVISORY
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https://www.bls.gov/news.release/cpi.toc.htm
https://www150.statcan.gc.ca/n1/dai-quo/ssi/homepage/rel-com/theme18-eng.htm
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.stats.govt.nz/
https://www.rbnz.govt.nz/statistics/series/economic-indicators/prices

Household finances have been squeezed more tightly in Australia than in
other comparable countries (although that’s now easing)

|
Real per capita household disposable income
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Sources: US Bureau of Economic Analysis; UK Office for National Statistics; Statistics Canada; Australian Bureau of Statistics; Statistics NZ.
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https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/releases/ukeconomicaccountsjulytoseptember2024
https://www150.statcan.gc.ca/n1/daily-quotidien/241129/dq241129a-eng.htm?HPA=1&indid=3278-1&indgeo=0
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2024
https://www.stats.govt.nz/experimental/national-accounts-income-saving-assets-and-liabilities-june-2024-quarter/

Australian households are very sensitive to movements in interest rates,

because they have a lot of debt, and most morigages are at floating rates

Mortgage interest rates and interest payments as

a percentage of household disposable income
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Sources: Reserve Bank of Australia, Household Finances - Selected Ratios and Housing Lending Rates; US Federal Reserve, Financial Accounts of the United States - Z.1; UK Office SA U L ES LAKE

75 for National Statistics, Quarterly sector accounts; Statistics Canada, Debt service indicators of households; Statistics NZ, National accounts (income, saving, assets, and liabilities).
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https://www.rba.gov.au/statistics/tables/xls/e02hist.xlsx?v=2025-06-27-18-21-38
https://www.rba.gov.au/statistics/tables/xls/e02hist.xlsx?v=2025-06-27-18-21-38
https://www.rba.gov.au/statistics/tables/xls/e02hist.xlsx?v=2025-06-27-18-21-38
https://www.rba.gov.au/statistics/tables/xls/f06hist.xlsx?v=2025-06-27-18-21-38
https://www.federalreserve.gov/releases/z1/default.htm
https://www.federalreserve.gov/releases/z1/default.htm
https://www.federalreserve.gov/releases/z1/default.htm
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/bulletins/quarterlysectoraccounts/octobertodecember2024
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110006501
https://www.stats.govt.nz/experimental/national-accounts-income-saving-assets-and-liabilities-december-2024-quarter/

But economic activity hasn’t contracted as much in Australia as in NZ or

Canada, and unemployment has risen by less than in the US or UK

Real per capita gross domestic product
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7¢ Sources: US Bureau of Economic Analysis; UK Office for National Statistics; Statistics Canada; Australian Bureau of Statistics; Statistics NZ; US Bureau of Labor Statistics.
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https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www150.statcan.gc.ca/n1/dai-quo/ssi/homepage/rel-com/theme18-eng.htm
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.stats.govt.nz/
https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/releases/ukeconomicaccountsjulytoseptember2024
https://www150.statcan.gc.ca/n1/daily-quotidien/241129/dq241129a-eng.htm?HPA=1&indid=3278-1&indgeo=0
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2024
https://www.stats.govt.nz/news/gdp-decreases-1-0-percent-in-the-september-2024-quarter/
https://www.bls.gov/news.release/empsit.toc.htm

Australia has experienced a surge in population (though not as big as NZ
or Canada) - but a slump in productivity (in contrast to the US)

Population
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Note: Productivity data for the US are for the ‘non-farm business sector’: others are ‘whole-economy’ figures. Sources: US Bureau of Economic Analysis; UK Office for National
77 Statistics; Statistics Canada; Australian Bureau of Statistics; Statistics NZ; US Bureau of Labor Statistics.
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https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www150.statcan.gc.ca/n1/dai-quo/ssi/homepage/rel-com/theme18-eng.htm
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.stats.govt.nz/
https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/productivityindicativereweightedestimatesuk
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/productivityindicativereweightedestimatesuk
https://www150.statcan.gc.ca/n1/daily-quotidien/241204/dq241204c-eng.htm
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2024
https://www.stats.govt.nz/information-releases/productivity-statistics-1978-2023/
https://www.bls.gov/news.release/prod2.toc.htm

Australians re-elected Prime Minister Albanese’s Labor Government with a
near record-majority despite a growing shift away from both major parties

55 1

50 -

45 A

40 A

35 A

30 A

25 A

20 A

15

10 A

Primary vote shares

%

Liberal/
National

Minor parties
and independents

727475778083848790939698010407 101316192225

78 Source: Australian Electoral Commission, Tally room archive.

2-party-preferred vote shares
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https://results.aec.gov.au/

Declining housing affordability and home ownership rates have become a
major political and social issue in Australia

Residential property prices

Housing supply and demand

Landlords as pc of taxpayers
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Sources: Cotality, Corelogic indices, June 2025; ABS, Australian National Accounts: National Income, Expenditure and Product, March quarter 2025, and Tofal Value of
Dwellings, March quarter 2025; Australian Taxation Office, Taxatfion Statistics, 2022-23; ABS, Housing: Census, 2021 and Historical Census data; Corinna.
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https://www.corelogic.com.au/our-data/corelogic-indices
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/total-value-dwellings/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/total-value-dwellings/latest-release
https://data.gov.au/data/dataset/taxation-statistics-2022-23/resource/f4a2a02f-92ca-49b4-bf4f-990e2226b687
https://www.abs.gov.au/statistics/people/housing/housing-census/2021
https://www.abs.gov.au/census/find-census-data/historical
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Ausiralia may be at risk of losing its AAA credit rating ...

AAA-rated countries - budget balance and
net debt (averages for 2025-2030)
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Note: Data are averages for 2025-2030. Net debt not available for Singapore. The US no longer has a AAA rating from any of the three major rating agencies.
Sources: IMF, Fiscal Monitor Database and World Economic Outlook database, April 2025.

AAA-rated countries - budget balance and
current account balance (averages for 2025-30)
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https://www.imf.org/-/media/Files/Publications/fiscal-monitor/2025/Data/2025AprFiscalMonitorDatabase.ashx
https://www.imf.org/en/Publications/WEO/weo-database/2025/April

... in part because of the fiscal incontinence of state and territory
governments

Cash surpluses or deficits
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https://budget.gov.au/content/bp1/download/bp1_bs-10.pdf
https://budget.gov.au/content/bp1/download/bp1_bs-10.pdf
https://budget.gov.au/content/bp1/download/bp1_bs-10.pdf
https://www.budget.nsw.gov.au/2025-26/budget-papers
https://www.dtf.vic.gov.au/2025-26-statement-finances
https://budget.qld.gov.au/budget-papers/#budget-paper-2
https://treasury.sa.gov.au/__data/assets/pdf_file/0003/1159383/2025-26-Budget-Statement.pdf
https://www.ourstatebudget.wa.gov.au/budget-papers.html
https://www.treasury.tas.gov.au/Documents/2025-26%20The%20Budget%20-%20Budget%20Paper%20No.1.PDF
https://budget.nt.gov.au/__data/assets/pdf_file/0006/1514832/2025-26-bp2-book.pdf
https://www.treasury.act.gov.au/budget/budget-2025-26/budget-papers-and-statements

The AS has risen against the weaker USS, but not fully as commodity prices
have continued declining and markets are pricing more RBA rate cuts

AS-USS and USS trade-
weighted index
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Sources: Reserve Bank of Australia; US Federal Reserve.
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https://www.rba.gov.au/statistics/tables/index.html
https://www.federalreserve.gov/releases/h10/summary/jrxwtfn_nm.htm
https://www.rba.gov.au/statistics/tables/index.html
https://www.federalreserve.gov/releases/h10/summary/jrxwtfn_nm.htm

The RBA is operating in an unusual position of having negative net equity:
although that doesn’'t hamper its ability to conduct monetary policy

RBA interest payments and receipts
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Sources: Reserve Bank of Australia, Annual Report 2024 and previous issues. See also Sarah Bell, Michael Chui et al, Why are central banks reporting lossese Does it mattere, SA U L ES LAKE
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BIS Bulletin No. 68, 7" February 2023.
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https://www.rba.gov.au/publications/annual-reports/rba/2024/
https://www.bis.org/publ/bisbull68.pdf

New Zealand



New Zealand inflation is also back to the RBNZ's target, but at a higher cost
in terms of economic activity and unemployment than in Australia

|
Real GDP growth
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2025 quarter; and Balance of payments and international investment position, March 2025 quarter.
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https://www.stats.govt.nz/information-releases/gross-domestic-product-march-2025-quarter/
https://www.stats.govt.nz/information-releases/consumers-price-index-march-2025-quarter/
https://www.stats.govt.nz/information-releases/labour-market-statistics-march-2025-quarter/
https://www.stats.govt.nz/information-releases/balance-of-payments-and-international-investment-position-march-2025-quarter/

New Zealand has done a better job than Australia of maintaining housing
affordability, boosting housing supply and maintaining home ownership

Residential property prices Housing supply and demand Home ownership rate
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Sources: Quotable Value, QV House Price Index, May 2025; Statistics NZ, National accounts (income, saving, assets, and liabilities), December quarter 2024, National population SAU L ESLAKE
estimates , 315t March 2025, Home ownership increases and housing quality improves, 3'd October 2024, and A century of censuses - dwellings and households, 14t July 2015.
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https://www.qv.co.nz/price-index/
https://www.stats.govt.nz/experimental/national-accounts-income-saving-assets-and-liabilities-december-2024-quarter/
https://www.stats.govt.nz/information-releases/national-population-estimates-at-31-march-2025-2023-base/
https://www.stats.govt.nz/information-releases/national-population-estimates-at-31-march-2025-2023-base/
https://www.stats.govt.nz/news/home-ownership-increases-and-housing-quality-improves/
https://www.stats.govt.nz/assets/Uploads/Retirement-of-archive-website-project-files/Reports/A-century-of-censuses-dwellings-and-households/a-century-of-censuses-dwellings-and-households-time-series-tables.xlsx
https://www.stats.govt.nz/assets/Uploads/Retirement-of-archive-website-project-files/Reports/A-century-of-censuses-dwellings-and-households/a-century-of-censuses-dwellings-and-households-time-series-tables.xlsx
https://www.stats.govt.nz/assets/Uploads/Retirement-of-archive-website-project-files/Reports/A-century-of-censuses-dwellings-and-households/a-century-of-censuses-dwellings-and-households-time-series-tables.xlsx
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New Zealand’s new (conservative) National-led coalition government
isn’t in any hurry to return its budget to surplus or start paying down debt

‘OBEGALX’
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Note: ‘OBEGALX' is the ‘operatfing balance’ (revenue less operating expenses) excluding gains and losses (on the value of assets), and also excluding revenue and expenses

of the Accident Compensation Commission: this was adopted as the principal indicator of the Government’s ‘bottom line’ in December 2024, replacing ‘OBEGAL’. The ‘Core

Crown residual cash balance’ is total (cash) revenues less operating plus investing payments, excluding state-owned enterprises.
Source: New Zealand Treasury (Te Tai Ohanga), Budget Economic and Fiscal Update 2025, 2274 May 2025.
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https://www.treasury.govt.nz/publications/efu/budget-economic-and-fiscal-update-2025
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Important information

This document has been prepared by Saul Eslake on behalf of Corinna Economic Advisory Pty Lid, ABN 165 668 058 69, whose registered office is located at
Level 11, 114 William Street, Melbourne, Victoria 3000 Australia.

This document does not purport to constitute investment advice. It should not be used or interpreted as an invitation or offer to engage in any kind of financial
or other transaction, nor relied upon in order to undertake, or in the course of undertaking, any such transaction.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views expressed in this document
accurately reflect the author’s personal views, including those about any and all financial instruments referred to herein. None of Saul Eslake, Corinna
Economic Advisory Pty Ltd nor Independent Economics however makes any representation as to its accuracy or completeness and the information should not
be relied upon as such. All opinions and estimates herein reflect the author’s judgement on the date of this document and are subject to change without
notice. Saul Eslake, and Corinna Economic Adyvisory Pty Ltd expressly disclaim any responsibility, and shall not be liable, for any loss, damage, claim, liability,
proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in
connection with the contents of and/or any omissions from this communication except where a Liability is made non-excludable by legislation.

Any opinions expressed herein should not be attributed to any other organization with which Saul Eslake is affiliated.

SAUL ESLAKE

CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS
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