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Asian central banks consider further easing

AsiaE

= Asian central banks continue to engage in easing measures. The past month
has seen the Reserve Bank of Australia, Reserve Bank of New Zealand and
Bank Megara Malaysia cutting their policy rates to multi-year lows.

= Other major Asian central banks may follow this trend. We believe that the
People's Bank of China, Bank of Japan and Reserve Bank of India could
further ease monetary policy in the coming months. Low inflation — helped by
stable food and energy prices — could provide some room for central banks
to do so. This should continue to keep short-end rates low.

= However, there may be a hiatus in the current month. Many Asian central
banks are assessing whether their policy tools are working. As interest rates
are already so low, central banks also have limited conventional policy
ammunition and could want to use this to its full effect.

« A case in point has been Japan this year. Despite cutting policy rates into
negative territory and increasing quantitative easing measures, the JPY has
strengthened while economic growth and inflation have slowed further,

« Atthe longer end of the curve, long-end yields have come off as the market
expects world growth to remain sluggish, inflation to remain low and central
banks to keep policy rates low.
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Figure 2: 10Y government bond vields compared
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Ne& asglirance can be given that any Torecast of fargel can be achiéved. Forecasis are based on assUmphions, estimales, opiricns a cal
models which may prove to be incorrect. Past performance is not indicative of future returns. Investments come with risk. The value of an iInvestment can
fall as well as rise and you might not get back the amount arginally invested at any point in time. Your capital may be at risk.
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