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Summary

◆ Asian economies will likely continue to recover as (1) recovery in services exports, 
(2) improvement in the employment environment, and (3) a lull in upward pressure 
on interest rates will support them. We expect overall Asian growth to be +5.3% YoY 
in 2023, on a par with the pre-COVID19 pandemic level of +5.0%. However, 
deterioration of financial markets in the U.S. and the real estate markets in China 
could pose a risk. If either of these two economies were to fall into recession, Asian 
economies would suffer a significant downturn.

◆ In addition, geopolitical risks stemming from the U.S.-China confrontation remain. If 
tension between the U.S. and China escalates, Asian economies could be severely 
affected as the global economy may become more divided. The trend toward 
reshoring and friendshoring may also will not necessarily all be positive. Attention 
must be paid to the risk of adverse effects such as economic division and resulting 
moves toward exclusion and impeded development of emerging countries emanating 
from industrial relocation that ignores economic efficiency. 

◆ China: We expect the Chinese economy to recover rapidly due to the lifting of the 
zero-COVID policy, with growth of +5.6% YoY in 2023, exceeding the government 
target of around +5.0%. However, from the second half of the year, (1) softness in 
goods consumption, (2) sluggish external demand, and (3) adjustment in the real 
estate market will hinder the economy. The government is expected to aggressively 
implement economic stimulus measures.

◆ India: We expect growth in India for FY2023 to be solid at +6.3% YoY, supported by 
lower inflationary pressures and the expansion of the personal income tax exemption. 
However, there is a risk that higher energy and food prices due to extreme weather 
conditions will put downward pressure on the economy.
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The services-driven Asian economic recovery will continue

⚫ Countries/regions with a high dependence on foreign demand are suffering due to 

declining exports of goods in world trade. Taiwan fell into recession. The 

economies of the Philippines, Indonesia, and India, which have a large share of 

domestic demand, are relatively strong.

⚫ In China, the reopening of the economy has boosted the economy significantly, 

notably in the service sector. Hong Kong is also benefiting from this trend.
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⚫ Looking ahead, the economy is expected to continue to recover, supported by 

the growth of the service sector.

⚫ While exports of goods remain sluggish, exports of services continue to recover 

as countries/regions ease border entry restrictions. The increase in the number 

of Chinese travelers in the region is expected to further boost service exports.

Continued recovery ahead (1) Continued recovery in service exports

Countries where China Lifted Ban on Group Travel

Source: JRI based on China's Ministry of Culture and Tourism
Note: ASEAN is highlighted.
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⚫ Improvements in the employment environment support consumption. 

Unemployment rates have declined with economic normalization such as the 

easing of restrictions on the operation of restaurants and entertainment facilities.

⚫ The number of service sector employees in ASEAN countries increased 

significantly. Recovery of inbound demand is driving this trend.

Continued recovery ahead (2) Improvement in the labor market
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⚫ Since 2022, most central banks in Asia have followed the U.S. in continuously 

raising policy rates. However, the number of central banks delivering further rate 

hikes has decreased in 2023.

⚫ Inflation has generally slowed to below targets, except in Korea and the 

Philippines. The strong upward pressure on inflation from food and beverages

and energy is diminishing.

Continued recovery ahead (3) Lull in pressure from rate hikes
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Stable economic growth expected in 2023

Growth Rate of Asian economies

Sources: JRI based on national statistical bureaus, central banks, 
and the IMF

⚫ We expect growth for Asia as a whole to be +5.3% YoY in 2023, stable economic 

growth on par with +5.0% in 2019, pre-COVID19 pandemic. A stable currency 

market will also contribute to economic stability in Asia.

⚫ However, the Chinese economy will likely slow down as rebound demand runs 

its course. We expect the Asian economy to continue to grow, led by ASEAN’s 

domestic demand in the second half of 2023. 
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Asia Total 7.3 4.3 5.3 5.0
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China 8.1 3.0 5.6 4.7
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ASEAN 5 3.4 6.0 4.9 5.2
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Malaysia 3.1 8.7 4.6 4.9

Philippines 5.7 7.6 5.8 6.1
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Vietnam 2.6 8.0 6.2 6.6

India (FY) 9.1 7.2 6.3 6.7

（％）

Sources: JRI based on national statistical bureaus, central banks, and 
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Risk is economic downturn in U.S. and China

⚫ The U.S. and Chinese economies have risks in their financial and real estate 

markets.

⚫ If the U.S. or Chinese economies deteriorate, it may put downward pressure on 

demand in new fields such as AI. In that case, prolonged inventory adjustment in 

the semiconductor market could lead to serious economic downturns in Asia, 

particularly in Korea and Taiwan.
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⚫ Discussions such as “friendshoring," which aims to eliminate China and 

complete supply chains in friendly countries, are accelerating.

⚫ Developments in the semiconductor sector have progressed: The Chip 4 Alliance 

including the U.S, Japan, Taiwan, and Korea started to cooperate with each 

other in semiconductor production.

Asian economies are being shaken by the U.S.-China confrontation

Friendshoring-related Frameworks

Source: JRI based on various media reports
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⚫ Economic fragmentation associated with reshoring and friendshoring may have 

negative impacts on many Asian countries/regions that play an important role in 

the manufacturing supply chain.

⚫ The risk that industrial transfers without regard to economic efficiency will impede 

the development of emerging economies; ASEAN is reluctant to join the U.S.-led 

decoupling/de-risking strategy for China.

Economic fragmentation could be a major downward pressure
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Long-term GDP Impacts 
of Supply-Chain Restructuring
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