
 

Please refer to the important disclosures and analyst certification on inside back cover of this document, or on our 
website www.macquarie.com.au/research/disclosures. 

ASIA  
  
 
 
 

GDP growth surprises 
 3Q09 4Q09 4Q09 
(%YoY)  Consensus Actual 
Indonesia 4.2 5.0 5.4 
China 9.1 10.5 10.7 
Hong Kong -2.2 1.5 2.6 
India 7.9 6.9 6.0 
Japan -5.2 -1.3 -0.4 
Malaysia -1.2 3.2 4.5 
Philippines 0.4 1.1 1.8 
Singapore 0.6 3.9 4.0 
Korea 0.9 6.6 6.0 
Taiwan -1.0 7.1 9.2 
Thailand -2.7 4.3 5.8 
Source: Bloomberg, Macquarie Research, March 2010  
China contributing to global growth 

Source: Datastream, Macquarie Research, March 2010  
Japan GDP fell harder; bounced more 

Source: Bloomberg, Macquarie Research, March 2010 
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Asian Macqroeconomics 
Upside growth surprises  
Event 
 Nearly all economies in the region saw 4Q09 GDP growth come in ahead of 

expectations. This supports our view that Asia is driving global recovery and 
will also be leading the policy tightening cycle. The positive base effect implies 
upwards revisions to consensus forecasts for CY10. 

Impact 
 Variation in the timing and style of reporting of 4Q09 GDP data across the 

region means that it is easy to lose sight of the overall trend. As the table on 
the left shows, growth was comfortably ahead of expectations.  

 The positive base effect should boost consensus forecasts for CY10. Going 
into the year at a higher level than expected gives a faster average for the 
new year, even if expectations about the sequential growth over the next four 
quarters are unchanged. 

 Korea and India were the only exceptions, with GDP coming in below 
expectations. In Korea, the wild swings in the contribution from inventories 
over the past year mean that the path of quarterly GDP is likely to be relatively 
volatile and unpredictable. For CY09 as a whole, GDP rose 0.2%, but with a 
4.0ppt negative contribution from inventories, and the reversal of this impact, 
should lead to a flatteringly high growth rate in CY10 (we are forecasting 
5.6%, against a consensus of 5.0%). 

Analysis 
 Data revisions and, in some cases, the figures only being available in YoY 

terms, make it hard to see whether GDP growth accelerated in 4Q09. 
However, trade and industrial output have surprised on the upside over the 
past few months. This is a positive development, as we would normally be 
expecting the speed of the rebound to be starting to moderate, as the impact 
of the initial policy stimulus and inventory adjustment begins to fade. The 
implication is that there is more strength in final demand than expected. 

 Just when events in Europe in particular, and to some degree the US, have 
been delaying the probable onset of monetary tightening, Asia has been 
prospering. However, we still expect most economies to hold off from rate 
hikes until 2H CY10, as there are reasons to risk erring on the side of overly 
loose policy. 

 Chinese have dominated market attention, and there are already some signs 
that policy tightening has had an impact. In his latest China Diviner, Paul 
Cavey raises the interesting possibility that the next step might be for an 
easing if the investment data due in mid-March is weak. 

 A positive contribution from China has helped to pull the overall region out of 
recession. Any signs that this engine is faltering would, by implication, push 
back the timing of rate hikes across the region.  
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 We should caution against an overly simplistic interpretation of the YoY growth numbers, as there 
is the risk of a distortion due to the base effect. For example, Taiwan’s 9.2% YoY growth is less 
impressive than the 6.0% reported by India, because it is largely just a bounce from exceptionally 
depressed levels of a year earlier.   

 Similarly, Japan has bounced much faster than the Eurozone over the past three quarters, but that 
is partly just a reflection of the scale of the earlier decline. Compared to activity in 3Q08, both are 
down almost 4.0%. 
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