Deutsche Bank

. IVIA/BIS conference

er, Ph.D | (+852) 2203 8303 | michael.spencer@db.com




The exports ‘puzzie’ is very recent

While trade volume growth has been weaker post-crisis until mid-2014 this was well explained by the slowdown in US&EU growth.
Only since mid-2014 have exports been weaker than might be expected. It doesn’t seem to be explained by a sudden slowdown in
either “G2” or Chinese growth.
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Slower growth, but hardly ‘stagnation’

GDP growth isn’t slowing everywhere. In Japan, the Philippines, and Indonesia growth has been higher since 2011 than it was in
the pre-crisis years. Indian growth has strengthened in recent years and it now grows faster than China (as does the Philippines).
Even the East Asian small open economies (A8) as a group have been broadly stable in the face of weaker G2 growth over the
past 18 months.
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Most economies are close to or above ‘full employment’

Simple HP filter estimates of trend growth suggest it has risen post-GFC in Malaysia and the Philippines, but fallen elsewhere.
Using these to derive estimates of output gaps indicate that growth has slowed in line with potential. The median output gap bas
been zero since 2012, with Singapore and Taiwan having significant negative gaps but the Philippines and Thailand with positive

gaps.
Unemployment rates in Hong Kong, Japan, Singapore and Taiwan are at or below pre-crisis rates; Korea’s marginally higher.
Across the region, labour markets feel tight but with limited wage pressure.
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Are ‘structural’ factors cyclical?

Slowing labour force growth — offset to some extent by higher human capital -- and slower capital accumulation explain much of
the decline in potential growth. But TFP growth has slowed in most countries since 2007 (except in Indonesia, Japan, the
Philippines and Taiwan). TFP growth is much more variable in — and across — emerging market economies than in developed
market economies.

But we have a poor understanding of what determines TFP growth.

TFP growth in China and ?

Can a ‘fourth generation’ of reforms in China boost
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Is ZIRP weakening creative destruction?
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