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We have cut our 2020 global growth forecast to 3.0% from 3.3%

2020 global growth downgrades driven by China
and Asia (% yly; economies ranked by ppt
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While this is the slowest pace of
i growth since the GFC, it is not /
as weak as prior mild
recessions (such as 2001) and
well above the GFC years
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2020 global growth now below post-GFC average
Global growth, %
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10Y UST vyields break to new lows

We were looking for lower UST yields in 2020, but coronavirus concern has fuelled a faster move
10Y UST yield, % (LHS) vs UST vyield curve, 3M/10Y, bps (RHS)
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Asia — Dependence on China for intermediate goods has risen
since 2002

Dependence on China for inputs to the overall Dependence on China for intermediate goods has
manufacturing sector (2017-18) generally more than doubled since 2002
Intermediate-goods imports from China, % of total Intermediate-goods imports from China (% of total
intermediate-goods imports (LHS); mfg exports, USD  intermediate-goods imports)
bn (RHS)
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Asia — Indirect impact this time around may be greater than during
SARS

For most economies, the outbreak’s impact on the manufacturing sector is expected to have the
biggest knock-on effect on overall GDP growth (impact on full-year-GDP growth in 2020, ppt)
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We estimate the impact on key sectors that are likely to be more affected by the virus outbreak; these include
04 - manufacturing, transport, retail, food services and accommodation.
The estimated impact is based on our view that most of the virus impact will be felt in Q1, with some effects lingering
0.5 - into Q2; and that H1 growth will be below recent trend growth.
We quantify the impact on full-year GDP growth based on changes to estimated baseline Q1 and Q2 growth. This does
not take into account likely government measures to support growth.
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Asia — Growth in TH, TW, VN and SG may be affected the most

Growth may be harder hit than during SARS as China’s virus containment measures have been much
more aggressive (cumulative ppt impact on full-year GDP growth in 2020)
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Thailand — Economic woes, even before coronavirus outbreak

Thailand’s potential growth rate of c.4%, achieved in 2017-18, is likely to remain elusive for the
foreseeable future (% yly, 4gma)
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Thailand — BoT may deliver the fourth cut of this cycle this month

Our expectation of back-to-back cuts is based on the worsening growth outlook for an already-weak
economy; more cuts after March are possible, particularly if growth stays far below potential (%)
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Global — Room for fiscal spending to cushion coronavirus impact

Selected economies have fiscal room to borrow and spend
Nominal policy rate minus nominal GDP growth, 2020F

3 = Nominal rates minus nominal GDP growth** m Fiscal deficit (2020F)
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Room for the euro area, Australia, New Zealand, Malaysia,

1 A Philippines, Thailand, Indonesia to widen fiscal deficits

without leading to an increase in debt-to-GDP ratio
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