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Chart of the Week: Resilient Asean exports

Trade war fears may be rife, but exporters in
Asean are finding their order books in good
shape. The year ended with regional PMls on an

uptrend, a more comfortable position than it
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Thailand’s exporters also ended the year on an
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upbeat mood. Global demand for electronics
and other manufactured good remains robust,
defying the gloom cast by geopolitics.
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e In Asia, disinflation-driven

improvement  has been most
pronounced in Singapore and Thailand.

e The Index is unlikely to improve much in
2025, with inflation bottoming and job
gains slowing.
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Commentary: Economic scorecard for 2024

Despite a general source of unease due to the
prevalence of relatively high interest rates and
heightened geopolitical risks, the global
economy remains on a broadly comfortable
expansionary path. Global growth is slated to be
around 3%% in 2024, not much different from
the outcome in 2023 or the forecast for 2025.
Yet, within that picture lies considerable
heterogeneity. Many economies were
struggling with high inflation just a couple of
years ago, while some have been experiencing
a downshift in growth dynamism.

One way to look at economic performance is
through the lens of GDP growth, but given that
richer economies tend to grow slower than
emerging ones due their greater proximity to
the frontier of technology and capability, side-
by-side comparisons don’t make much sense.
We are more persuaded by a measure like the
Misery Index. Conceptualized by economist
Arthur Okun more than half a century ago, the
index is calculated by adding unemployment
rate to the inflation rate. We find this simple
measure good at capturing the welfare aspects
the average citizen relates to the most—job
prospects and inflation.

A scorecard for 2024 is, in or view, is useful in
comparison to 2022, when a spike in global
inflation created major monetary policy
challenges, threatening growth and financial
market stability due to the corrective interest
increase warranted. We therefore estimate the
Misery Index for key Asian economies and
US/EU for both 2022 and 2024, and prepare a
ranking of the change in scores.

The results paint a picture that is at once
intriguing and confounding:

Despite major discontent about the cost of
living, both the Eurozone and the US have
seen their Misery Index improve sharply
over the past couple of years, putting them
toward the top of our rankings. Inflation has
gone from 8+% to below-3% in both areas,
and jobs are aplenty.

In Asia, the disinflation-driven improvement
has been most pronounced in Singapore
and Thailand, with inflation nearly
disappearing in the latter.

China, India, and Indonesia make up the
middle of the pack, although the labour
market data in these economies have some
guestion marks.

Vietnam is blessed with both low
unemployment and sub-3% inflation, but an
uptick on the latter places it with Japan as
two economies for which the Misery Index
didn’t budge much between 2022 and 2024.

We doubt if the Misery Index would
improve further in 2025, with signs of
inflation bottoming out and job gains likely
to slow in industrial economies.
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Source: IMF, DBS. Misery Index = LLJLnemployment
rate + Inflation rate. Chart shows change in value
between 2024 and 2022. Higher negative value
denotes improvement in conditions.
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FX: Multi-faceted USD strength

The USD’s momentum is strong against most
currencies a fortnight away from Donald Trump’s
inauguration as the 47t President of the United
States on January 20.

Trump has proposed several tariffs at the start
of his second term, such as a 25% tariff on
Canada and Mexico to address drug trafficking
and illegal immigration, tariffs on the EU unless it
imports more US oil and natural gas, an
additional 10% tariff on Chinese goods, and a 100%
tariff on BRICS countries if they pursue policies
that undermine the USD’s status as the global
reserve currency. Apart from Mexico and Canada,
most of America’s trade deficits were with Asian
and European currencies. While Trump’s
policies are considered transactional in design,
his tactics also appear predatory due to their
coercive, unilateral, and zero-sum nature to push

his America First doctrine globally.

USD/CNY finally broke above its multi-week cap
at 7.30 last Friday, indicating that China would
partially allow depreciation to offset the
potential tariffs. Although USD/JPY has stabilized
around 156-158 since December 20, the JPY will
not find support at the Bank of Japan meeting
on January 24, where inadequate guidance has
reduced the odds for a hike to below 50%.

The futures market’s odds are significantly low
at 11% for the Fed to reduce interest rates at its
January 29 meeting. At last month’s FOMC
meeting, the Fed projected only two rate cuts in
2025, fewer than the four cuts forecasted three
months earlier. Fed Governor Adriana Kugler
reckoned monetary policy had moved to a more
moderate level of restrictiveness after 100 bps of
Fed cuts in September-December. This week, Fed
speakers will likely stay optimistic about the US

economy outperforming its Developed Market
peers. Upside surprises in US ISM services and
jobs data will lift the USD. Fed officials should be
vigilant of inflation risks from an escalating trade
war with reciprocal tariffs.

Conversely, the bets for a 25 bps cut are larger
the
European Central Bank (107%) on January 30, the
Bank of Canada (80%) on January 29, and the
Bank of England (71%) on February 6. ECB
President Christine Lagarde was hopeful about
the inflation target hitting the 2% target in 2025,
with some ECB members optimistic about

at other central bank meetings, i.e,

lowering rates to 2% by autumn. Unlike the Fed,
the ECB sees disinflation risks from Trump’s
tariffs, leading China to divert more competitive
exports to the bloc.

Political crises took their toll on some currencies.
No single party is expected to win Germany’s
elections on February 23 amid doubts that the
next coalition government would be stable
enough to last a full four-year term. France faces
challenges in forming and maintaining a stable
government after the 2024 snap elections led to
a fragmented parliament. Canada could hold
snap elections ahead of schedule (October 25) if
Prime Minister Justin Trudeau steps down from
internal party pressure to resign or a no-
confidence motion led by the opposition. South
Korea is facing a leadership vacuum after
suspended President Yoon Suk Yeol’s failed
martial law declaration last month led to an
impeachment that has yet to be finalized by the
Constitutional Court. EUR/USD is eyeing parity
again. USD/KRW is at its highest level since 2009.
USD/CAD may hit its loftiest levels since 2003.
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Sources: Data for all charts and tables are from CEIC, Bloomberg and DBS Group Research (forecasts
and transformations)
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