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Continued growth and moderating inflation but risks

are rising

* Developing Asia’s growth has been upbeat, driven by healthy domestic demand.
* Weak external demand and property market concerns in the PRC weigh on the outlook.
* The regional forecast is revised down to 4.7% for 2023 and maintained at 4.8% for 2024.

* Inflation is projected to decline from 4.4% in 2022 to 3.6% in 2023 and 3.5% in 2024, as
energy and food prices moderate.

* Risks have intensified with weaknesses in the PRC’s property sector, and financial stability
concerns are elevated.
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Healthy domestic demand continued to drive the

region’s growth in the first half of 2023

Consumption and investment remain robust in many economies.
Demand-side contributions to real GDP growth
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External sector weakness held back manufacturing,

while services remained robust

Soft external demand held back industrial production Manufacturing PMlI indices diverged, and services
remained strong
Industrial production index Purchasing Managers’ Index (>50 improvement; <50 worsening)
% change year on year, seasonally adjusted, 3-month moving average 2023
5 - Economy Q1 Q2 Q3
Jan Feb Mar | Apr May Jun | Jul Aug
10 4 Manufacturing PMI, seasonally adjusted
Philippines India 55.4 55.3 56.4|57.2 587 57.8|57.7 586
5 India Indonesia 513 51.2 51.9 527 503 525|533 539
Viet Nam PRC 49.2 51.6 50.0|49.5 509 505|492 51.0
0 4 Malaysia Viet Nam 474 512 47.7|467 453 462|487 505
Indonesia Singapore 49.8 50.0 49.9 | 49.7 495 49.7|49.8 49.9
5 - Thailand Philippines 53.5 52.7 525|514 522 509|519 497
Singapore Thailand 545 548 53.1|604 582 53.2|507 489
10 - Ezf:abl'c of Republic of Korea 485 485 47.6|48.1 484 47.8|49.4 489
Malaysia 465 48.4 488|488 47.8 477|478 47.8
15 - Pakistan Taipei,China 443 49.0 48.6 | 47.1 443 448|441 443
inei Chi Services PMI, seasonally adjusted
20 4 Taipei,China India 572 594 57.8 58.5
PRC 52.9 55.0 57.8|56.4 571 539|541 518
25 Services PMI, not seasonally adjusted
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul S”,L,a"'.(a 502 487 ES3:l 49,6 53.5 NGNS
Philippines 53.7 549 53.4|569 540 53.0]48.2

2022 2023

... = not available, PRC = People’s Republic of China, Q = quarter.

) Note: Pink to red indicates worsening (<50) and white to green indicates
Source: CEIC Data Company. 4 improvement (>50). Series for Singapore is not seasonally adjusted. ASIAN DEVELOPMENT OUTLOOK
Source: CEIC Data Company. SEPTEMBER 2023 il ADB
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Goods exports are showing some signs of bottoming

out

Exports growth decelerated but shows some signs of stabilizing

Nominal Goods Exports
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Sources: CEIC Data Company.
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Exports of electronics and garments declined the most

Contributions to Exports Growth by Product
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Tourism continues recovering, and money transfers to

the region are robust

Tourist arrivals continue recovering toward pre-pandemic levels Money transfers remain large for most economies
Tourist Arrivals by Subregion, relative to 2019 Net Personal Transfers
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Monetary policy tightening has paused in many

economies

Inflation is slowing and is within or close to targets for several
economies
Inflation and Inflation Targets
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PRC = People’s Republic of China, KOR = Republic of Korea, US = United States.

Notes: Graph is sorted by the size of the gap between 2023 inflation and inflation target. Peak inflation refers to the highest point
since January 202 1; Sri Lanka peak inflation was 73% and omitted for scale. Inflation refers to the average for January to July 2023.
Inflation targets are the central bank point targets or target ranges.

Source: CEIC Data Company.

Most central banks continued to hold, some have started to loosen

Number of policy actions
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Note: The figure covers Armenia; Azerbaijan; Georgia; Hong Kong, China; India; Indonesia; Kazakhstan; Kyrgyz Republic;
Malaysia; Mongolia; Pakistan; Philippines; People’s Republic of China; Republic of Korea; Sri Lanka; Tajikistan; Taipei,China;

Thailand; and Uzbekistan.
Source: Trading Economics.
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Financial market conditions have improved after a

rough start to 2023

Equity markets have rallied since March on improved sentiments

Equity Market Performance
== Developing Asia
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CBOE = Chicago Board Options Exchange, SVB = Silicon Valley Bank.
Source: Bloomberg.
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Regional currencies marginally depreciated against

US dollar so far this year
Exchange Rate Movement relative to USD
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Global demand will slow less than expected

Global growth is now forecast to decelerate more gradually this year Energy prices came down, but rice prices are at a 15-year high

Baseline Assumptions on the International Economy Commodity Prices
—— Rice
2023 2024
— Brent crude — Wheat
ISR Ap0 April . PO apoaprii . APO $/barrel $/metric ton
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Sources: Bloomberg; CEIC Data Company; Haver Analytics; IMF World Economic Outlook; Asian Development
Bank estimates. 9 Source: Bloomberg. FERR DEVELO;’::_FEMOBUE%%%';
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The regional growth forecast is revised down to 4.7% for

2023 and maintained at 4.8% for 2024

GDP growth IS return/ng to pre-pandemlc rates... ...and converging across subreg/ons
2022 2023 2024
Apr ADO Sep ADO Apr ADO Sep ADO

. W 2015-2019 average W 2020-2022 average Developing Asia 43 48 a7 48 48

% 2023-2024 forecast average Developing Asia excluding the PRC 555 4.6 4.5 5.1 5.0

8 1 E Caucasus and Central Asia 5.1 4.4 4.6 4.6 4.7

E Armenia 12.6 6.5 7.0 55 55

E 6.4 Georgia 10.1 4.5 6.0 5.0 5.0

59 : 6.1 Kazakhstan 3.2 3.7 4.1 41 43

6 4 5 5.7 Uzbekistan 5.7 5.0 55 5.0 55
: 5.1 -

4.7 ! 4.6 4.7 East Asia 2.8 4.6 4.4 4.2 4.2

: 4.24.3 Hong Kong, China 35 3.6 43 3.7 33

: i People's Republic of China 3.0 5.0 49 45 45

4 4 3.6 : 3.7 3.5 3.7 32 Republic of Korea 2.6 1.5 i3 2.2 2.2

: 3.0 . Taipei,China 24 2.0 1.2 26 2.7

2.0 South Asia 6.7 5.5 5.4 6.1 6.0

2 : : India 7.2 6.4 6.3 6.7 6.7

E Pakistan 6.1 0.6 0.3 2.0 19

i Sri Lanka -7.8 -3.0 -3.0 13 13

: Southeast Asia 5.6 a7 46 5.0 a8

0 4 : Indonesia 53 4.8 5.0 5.0 5.0

: Malaysia 8.7 47 45 49 49

: 05 Philippines 7.6 6.0 5.7 6.2 6.2

: : Singapore 3.6 2.0 1.0 3.0 25

: Thailand 2.6 33 3.5 3.7 3.7

-2 - o _ _ N Viet Nam 8.0 6.5 5.8 6.8 6.0

Developing Caucasus East Asia  South Asia  Southeast The Pacific

Asia and Central Asia The Pacific 6.1 3.3 3.5 2.8 2.9

; Fiji 20.0 6.3 83 3.0 3.7

Asia Papua New Guinea 3.2 2.4 2.0 2.6 2.6

Source: Asian Development Outlook database. 10 Source: Asian Development Outlook database. ASIAN DEVELOPMENT OUTLOOK
SEPTEMBER 2023
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Inflation is forecast to further come down

The drivers of inflation are receding Prices are expected to further moderate
Contributions to Inflation Monthly Inflation and ADO Annual Forecasts
s Energy-related s Food and nonalcoholic beverages F  Core inflation —— Caucasus and Central Asia —East Asia
m— oadline inflation ——South Asia ——Southeast Asia
e Developing Asia
A. Developing Asia excluding the People’s B. People’s Republic of China
Republic of China %, year on year
Percentage points Percentage points 16 A
10 ! 10 ) Forecast
| |
g8 | 8 !
! i 12 -
| I
I 6.3 |
5 6 | o
| I
| i *
4 3.2! 4 i 8 1 (]
: ol *
2 0 2 71
| 1 4
|
0 — 0 E ‘ n
E E 03 -
-2 ' -2 I 0 A
Ave Jun-20 Dec-20 Jun-21 Dec-21 Jun-22 Dec-22 Jul-23 Ave Jun-20 Dec-20 Jun-21 Dec-21 Jun-22 Dec-22 Jul-23 ' N ! ! ' '
2015- 2015- Jan Jan Jan Jan Jan Jan Jan
19 19 2019 2020 2021 2022 2023 2024 2025

Note: Core inflation excludes volatile components, i.e. energy and fuel. Regional average is calculated using GDP
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Risks to the outlook have intensified

* The PRC’s weak property sector poses a risk to its already fragile
recovery and could hold back growth.

* Financial stability risks remain elevated.

* El Nifio has heightened food security risks.

* The stance of monetary policy in advanced economies is also key in
shaping the region’s outlook.
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