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HSBC says 'contours of 
recovery' emerging in Asia 
SHORTLIVED SLOWDOWN: Region will be on growth path in second half, says e;conomist . 

RUPA DAMODARAN j HSBC GDP Growth 
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A SIAN economies can now t i:::::::::.: 

step out of the shadows of I China 8.0 7:a 8.6 8.S 
global uncertainties as the ' i India 5.2 5.7 6.2 6.9 

"contours of a reankcovery" are emerg- i Japan 1.9' 1.9 0.2 1.1 
ing, said HSBC B . t 

"The slowdown (in economic ac- i S. Korea 2.2 2.6 3.8 3.8 to:: 

tivities) has been short-lived and ! Singapore 1.5 1.7. 3.0 2.9 
shallow, and Asia will be on a growth I Taiwan 1.1 1.3 4.2- 5.4 .i::. 

path in the second half of 2013 with i . 
an uptick in inflation," LeifLybecker i Malaysia 5.3 4.2 4.8 4.8 
Eskesen, its chief economist for In- L~~~:.:~:.~.:~S~.~~~.~~'!!.~~~~: ...................... " . .l 
dia and Asean said at an Asia Eco­
nomic Outlook media briefing yes­
terday. 

China's policy measures have be­
gun to spill over fn the fourth quarter 
of2012, he said, 

The Asean-5 economies (Malaysia, 
Indonesia, the Philippines, Thailand 
and Vietnam) have shown resilience 
due to the domestic drivers like low 
level of unemployment and accom­
modative monetary policy. 

In the case of Malaysia, the re­
silience is further supported by pro­
jects under the Economic Transfor­
mation Programme (ETP) and pre­
election handouts. 

HSBC has. revised upwards its 

growth estimates for 2012, from 4.2 
per cent to 5.3 per cent with a 4.8 per 
cent growth outlook for 2013. 

Eskesen, however, said that to sus­
tain growth over the medium term 
and pull Malaysia out of the middle­
income trap, there has to be a policy 
push on a number of fronts, in ad­
dition to cranking up investments 
under the ETP. 

Structural fiscal reforms should al­
so be implemented. 

Broadening the tax base through 
.the proposed goods and services tax 
(GST)'would help reduce reliance on 
pro-cyclical oil-related revenues. 

He said resource allocation would 

be improved by the streamlining 0f 
subsidies and replacing them with 
targeted assistance to the needy. . 

HSBC expects Bank ,Negara 
Malaysia to hike the Overnight Pol­
icy Rate (OPR) by 25 basis points 
each in the second and third quar­
ters of 2013, bringing the OPR to 3.50 
per cent by year~end. 

"As the little slacks that are left in 
the economy evaporate, the mon­
etary policy has to move back into 
the neutral gear, which is at 3.5 per 
cent. 

."If it doesn't, then inflation pro­
cess will begin to build up." 

Eskesen said structural policies 
will be important to support growth 
for Asian economies over the next 
few years. 

HSBC expects Japan to grow by 0.2 
per cent in 2013 but there are upside 
risks to the projection. 

India is also shOwing early signs of 
stabilisation on the back of reforms 
but it needs more structural policies 
to lead the economy and for growth 
to kick in. 

The us economy is poised to re­
cover in the second half of 2013, led 
by private investments and con­
sumption on rising confidence, to 
deliver a 1.7 per cent growth number 
for 2013. 

Fiscal issues in the _ us will linger 
for a few months, he said, adding 
that in the case of the eurozone 
where the outlook remains poor, 
road bumps will remain for the next 
few years. 

On the foreign exchange outlook, 
Paul Mackel described the renminbi 
as an exciting currency story as it 
becomes internationalised. 

The renminbi will be among the 
leading Asian currencies which will 
fare better than the G4 currencies 
(US dollar, euro, yen and sterling). . 

"The volatility of the US dollar to 
renminbi should rise over time with 
greater capital account opening." 

Mackel, who is head of Asian cur­
rency research, described the won 
and the peso as attractive while the 
baht is set to outperform the Sin­
gapore dollar and Taiwanese dollar 
and ringgit. 

In the case of the ringgit, he has 
projected it to touch RM2.99 versus 
the greenback by the end of2013. 

The demand for Malaysian port­
folio assets are strong but trade in­
flow pressures hav~ softened, he 
added. 

"The overall story for the ringgit is 
one of muddling through with con­
tinued appreciation but less oppor­
tunity for outperformance:' 

Steady growth in industrial production 
KUALA WMPUR: Industrial output in 
Malaysia remained on a steady 
growth momentum in November, 
rising by 7.5 per cent. 

The growth, which was present in 
all its indices - manufacturing (7.6 
per cent), mining (7.5 per cent) and 
electricity (6.0 per cent), showed re­
silience of the domestic economy, 
~omistssaid. 

Performance in the period of January to November 
~ Period 

Sector [· .... ·j·a·~~i.:io~ .... · .. r .. 'j~·;~~·r;i~~ .... % changes 

IPI 
Mining Index 

~ 2012 ~ 2011 Year-on-Year 

112.7 
87.8 

108.1 
86.5 

4.2 
1.5 

7.6 per cent (6.6 per cent in October); 
the highest growth rate in nine 
months, backed by higher produc­
tion of transport equipment, E&E 
and refined petroleum products. 

"Going· forward, output of E&E 
products would recover at a gradual 
pace as more new technology and 
desig~ inr;tovations.~ta!!. to boost de-
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IN BRIEF 

Pinehill gets 
RM200m· 
Islamic loan 
KUALA LUMPUR: Pinehill Pacific 
Bhd (Pinepac) says its unit Pine­
hill Plantations (M) Sdn Bhd 
-(PPM) has secured a RM200 
million Islamic loan from Ex­
port-Import Bank Of Malaysia ' 
Bhd (Exim Bank). The loan will 
be used to redeem all PPM's 
outstanding loan with Bank 
Kerjasama Rakyat Malaysia 
Bhd, Pinepac said.'It is also to 
part finance the working capital 
requirement of PPM's Indone· 
sian subsidiaries to secure land 
titles as well as develop and 
manage the oil-palm activities 
there. «It is also to part finance 
the proposed acquisition by 
PPM afthe remaining 30 per 
cent equity interest in Pinehill 
Ventures Ltd," Pinepac said in a 
filling to Bursa Malaysia yester­
day_ 

'ASB unit seals 
deal to jointly .' 

, manage hotel 
, KUALA WMPUR: Advance Syn­

ergy Bhd's (ASB) unit Antara 
Holiday Villas Sdn Bhd (AHV) 
has sealed a joint venture (N) 
with TH Hotel & Residence 
Sdn Bhd (THHR) to jointly 
manage a hotel in Terengganu. 
In a mUng to Bursa Malaysia, 
ASB said AHV would hold a 70 
per cent stake in the JV while 
the remaining 30 per cent 
would be held byTHHR. The 
hotel in Kuala Nerus, Kuala 
Terengganu, is being built by 
Lembaga Tabung Haji and is ex­
pected to be completed by mid-
2013. 
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