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Summ ary @ Japan Research Institute

€ There has been a disparity in economic performance between China and other
Asian countries/territories. In 2025, the economic gap between China and other
Asian economies is expected to widen further due to the trade policy of the
incoming Trump administration in the US. We expect the increase in US tariffs
on imports from China to 60% to depress China's economic growth rate to the
mid-4% range. On the other hand, the economies of Vietnam, Taiwan, Thailand
?nd MaHaysia will likely benefit from the effect of relocating production away
rom China.

€ However, attention also needs to be paid to the risk that damage caused by the
policies of the incoming Trump administration extends beyond China's economy
to encompass Asia as a whole. This could occur via three routes: 1)
destabilization of foreign exchange markets, 2) economic sanctions, and 3)
increased dependence on China.

€ The Chinese economy still faces serious structural problems, and the risk of a
sharp correction cannot be ruled out. A severe adjustment in the property
market and sluggish consumption could worsen the economy further, with
economic policy remaining on a small scale.

€ The US government's tough stance towards China is expected to promote the
relocation of production and the substitution of exports, and exports are
expected to grow as a result. However, manufacturing growth has been slower
than expected and calls within the administration to actively embrace Chinese
capital may increase.
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Economic recovery will continue in 2024 with the exception of China@ B 7~ 52 i/

I
® Chinese economy slowed due to the slump in the real-estate market and waning
consumer confidence. We expect it to grow by +4.8% in 2024, barely surpassing
the government's target (around +5%) and slowing from the previous year (+5.2%).
® |n contrast to mainland China, other Asian economies continued to recover. In
particular, the economy of Taiwan has recorded high growth due to a recovery in
IT-related demand.
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Strong IT demand and falling inflation rates support the economy @ B 7~ 52 &

The Japan Research Institute, Limited

® Other Asian economies continued to recover due to a resurgence in IT-related
exports and an easing of inflationary pressures. Demand for Al-related
semiconductors and electrical products has been rising worldwide, and related
capital investment has also been strong.

® Households' purchasing power has been recovering as inflationary pressures
abate, and this is supporting personal consumption.
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Trump's re-election will create even more challenges for the \ TIT
P . @ BA R

Chinese economy

The Japan Research Institute, Limited

® The Chinese economy will face a more difficult situation in 2025. We assume that
the US government will raise tariffs on China to 60% from the second half of 2025.
As a result, China's exports to the US are expected to decrease significantly.

® The Chinese government remains cautious about large-scale economic stimulus
measures. Even if additional economic stimulus measures are implemented in the
future, it is likely that they will only offset the negative impact of US tariffs on China.

Trump'’s Claims in the Media

(1) Imposition of tariffs exceeding 60% on
imports from China

Sanctions
against

(2) Elimination of China's Most Favoured
Nation (MFN) treatment

China

(3) Impose 100% tariffs on autos made in
Mexico by Chinese manufacturers

(4) Install a blanket tariff of 10% to 20%
on all imports

OISR (5) Emphasis on the USMCA, which
CuEIRINAY substituted NAFTA

pIEENYEM (6) Withdrawal from IPEF

STl (7) Reduce or scrap the Inflation Reduction
R geEdel Act (IRA)

(8) Curtail CHIPS Act funding

(9) Call on Japan, Korea, Taiwan to
increase defense spending

Sources: JRI based on various media reports

Measures for Chinese Real-estate Market
(From Late September)

Easing of restrictions on number of properties that can
be purchased

Restrictions on
home purchases

Easing of requirements when purchaser is a not a
permanent resident (number of years of residence in
the city, period of payment of income tax and social
insurance premiums, etc.)

Mortgages/ Reduction of mortgage interest rates

Downpayments Reduction of minimum downpayment ratio

Expansion of application of eased requirements for VAT
exemption when selling a purchased home to four large
cities including Beijing

Expansion of application of reduced deed tax rates
when purchasing a home (from area of 90m?2 to
140m2) and expansion of the measure nationwide

Expansion of "white list" housing construction projects
eligible for bank loans and expansion of scale of lending

Source: JRI based on various media reports
Note: The easing of restrictions on purchases covers the four tier-
1 cities (large cities), which include Beijing.
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Other Asian economies will benefit from tailwinds such as the @ Ezlsﬁ‘-'ﬁﬁf:

relocation of groduction from China

® The increase in US tariffs on imports from China would likely reduce China's GDP
growth rate by 1.0 percentage point. We expect China's economic growth rate to fall
to +4.6% in 2025 and +4.4% in 2026.

® Growth rates in other Asian economies would be boosted by the relocation of
production from China. We expect this to provide a tailwind to the economy,
particularly in Vietnam, which is seen as a potential destination for relocation.

The Japan Research Institute, Limited
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Economic downturn in China: Caution is required about the real- @ H 7 5 5

estate market correction and excessive comgetition

The Japan Research Institute, Limited

® China still has serious structural problems that are weighing down the economy.
The slump in the property market is serious, and attention must be paid to the

negative spill-over effects on the financial system.

® Consumption in China remains sluggish and the deflationary trend is growing.
There is little hope of a turnaround in consumption as government stimulus
measures, such as the purchase of new energy vehicles, remain modest.
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Note: Taiwan/Korea and ASEAN (Indonesia, Thailand and
Malaysia) are simple averages of figures for each
country/region..
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If it becomes difficult for companies to tap foreign demand, @ A7 2

Corgorate bankrugtcies max accelerate

® Criticism of China's export offensive has been widespread in developed countries,
and China is dealing with trade tensions with a wide range of countries/territories.

® As domestic consumption continues to stagnate, Chinese companies are being
forced to fight a war of attrition due to home-grown price competition, and
corporate bankruptcies are on the rise. If it becomes difficult for companies to tap
foreign demand in the future, corporate bankruptcies could accelerate.

China's Real Exports and Export Prices
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Developed Countries’ Countermeasures
against Chinese Overproduction/Overcapacity

G7
May-24 G7 expressed concerns about China's industrial policies that
have flooded global markets with overproduced products.
"We will continue to monitor the potential negative impacts of
overcapacity and will consider taking steps to ensure a level

playing field.”
us
May-24 The US Government announced increases in tariffs on
Chinese imports, particularly on new energy products.
EVs: 25% to 100% (from August 2024), lithium-ion batteries
(for EVs): 7.5% to 25% (from August 2024), etc.
EU

October-23 The European Commission has launched an anti-subsidy

investigation into EVs imported into the EU from China, with
a view to imposing countervailing duties.

April-24 The Commission has launched an investigation into the
subsidies to two Chinese photovoltaic companies.

April-24 The Commission launched an investigation into the subsidies
to a Chinese company supplying wind turbines.

June-24 The Commission announced provisional tariffs of up to 38.1%
on Chinese EV imports (from July 2024).

Canada
August-24 The Canadian government imposed a 100% additional tariff
on Chinese-made EVs from October.

Sources: JRI based on various media reports
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Increasing uncertainty surrounding the Trump's policies @ H 7~ 2 &

I

® The main scenario for Asia in 2025 suggests that other Asian economies will
perform well, benefiting from the US-China conflict. However, there are risks to such
a scenario.

® During Donald Trump's first presidential term, the currencies of economies that are
vulnerable to external shocks fell sharply. Central banks in Asian economies tend to
be sensitive to currency movements and are likely to be reluctant to cut interest
rates if exchange rate volatility increases. Differences between actual policy interest rates

Currencies of India and Southeast Asia (ppt)and estimates based on the Taylor rule
(VS USD) 1.5 r
== «=]NR
(Jan 2017=100) ——MYR 1.0
e THB 0.5 L
120 -=-=1IDR : Iﬂ Iﬂ
...... PHP 0.0 1 = 1 1 1 .r| 1 1 1
115 f e \/N D IH -
-0.5 | _ _
110 B Differences from Estimates Based on
1.0 Taylor Rule
105 15 | O Differences from Estimates for The Case
100 oo L of 30% Depreciation of The Currency
BRI ..'-,-~.~s e . @) 5 = = 5 A 3
o5 L IRLCN \ PR (%_ o 5 § 2 3 3% 3
NN 5 3 & & = £ 9o o F
90 S/ » @ S ¥ g 3 9 3
i S 3 o a 4] =3
L J —
85 Source: JRI based on CEIC o ?
o rrrr et Note: The estimates are based on an extended Taylor rule (Policy
2017 18 rates = a + B * (inflation rate - inflation target) + y * GDP gap + 0 *
Source: JRI based on CEIC (Y/M) gap from trend in exchange rate). A positive deviation is interpreted
' as pressure in the direction of monetary tightening, while a negative
8 deviation is interpreted as pressure in the direction of monetary

easing.



"Trump 2.0" could also have an adverse impact on Asia ex. China @ H 7~ 2 &

The Japan Research Institute, Limited

® Trade surpluses with the US in other Asian economies have been expanding.
Donald Trump may take issue with this and impose punitive tariffs on these

economies.

® \We expect the incoming Trump administration to withdraw from the IPEF. As a
result, the ‘friend-sharing’ framework that the Biden administration aimed to
establish could be abandoned, which could pose a risk putting the movement of
production relocation to other Asia economies from China on hold.
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Friendshoring-related Frameworks

IPEF

APEP

(14 countries) (12 countries) Chip 4
Australia Barbados Japan
Brunei Canada South Korea
Fiji Chile Taiwan
India Colombia
Indonesia Costa Rica
Japan Dominican Republic Australia
South Korea Ecuador India
Malaysia Mexico Japan
New Zealand Panama U.S.
Philippines Peru
Singapore Uruguay Australia
Thailand U.S. U.K.
Vietham U.S.
U.S.

Sources: JRI based on various media reports
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‘America First’ could increase Asian countries' dependence on Chin@ B 7S $8 1
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® ASEAN countries have already become more positive about accepting investment
from Chinese EV manufacturers. If they become unable to get investment from US,
they may become even more enthusiastic about welcoming Chinese capital instead.

® China is expanding its share of the Asian markets for various other goods. It is
essential to keep in mind that China could employ so-called "economic statecraft" to
increase geopolitical threats.
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@ Japan Research Institute

This is an English version of “lF 52 72.01 Ti#i% % EEF A~ D ¥ E ~ B oh E 0 hnE A2 Dt
7O TIZIEELE~” in JRI Research Report (The original version is available at
https://www.jri.co.jp/MediaLibrary/file/report/researchreport/pdf/15396.pdf)

< Disclaimer >

This report is intended solely for informational purposes and should not be interpreted as an inducement to trade in any way.
All information in this report is provided “as is”, with no guarantee of completeness, accuracy, timeliness or of the results
obtained from the use of this information, and without warranty of any kind, express or implied, including, but not limited to
warranties of performance, merchantability and fitness for a particular purpose. In no event will JRI, its officers or employees
and its interviewee be liable to you or anyone else for any decision made or action taken in reliance on the information in this
report or for any damages, even if we are advised of the possibility of such damages. JRI reserves the right to suspend
operation of, or change the contents of, the report at any time without prior notification. JRI is not obliged to alter or update
the information in the report, including without limitation any projection or other forward looking statement contained therein.
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