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BENFEESESTHETHIKIERAR

IMF Revises Global Growth Forecasts Lower

R COVID-19 KATHREERARSZESANBENREEE  2REBELAR—BSEAEENIZ -
AZEFZNBEWRRCEZIE+FRNESKY - ERPRIFTHRIGGENERUEERR B - REENS
AR - ERMHERIMNE - STELERERREDL - PRI[ITWBEEEEEK - BRNVBES - KRB mERHE
BESHFERUMBEBENRURPELEENS  FEHFREOENEZNENFHETD 2023 F - ARERNENEE
MBERHRBMOE(E - SRMHBTEEEANER -

IR ESES (IMF) ©15 2023 F11 2024 FREIKBERRIBAED I 2.9% FNREZE 2.8% FiE 3.1% T
A2 3% - TESERTHERNBEENERERARZEHBEERIR - THSREHNZEURMS ZEFENER -

S—FHE - IMF T - EAREREBEBRNIET - 2IEWE (CP) &1t 2022 FH9 8.7% BESFH 7% -

A8 - OB (core CPI) B9 T BEREFRET RN AE -

The global economy is facing a highly uncertain moment due to the cumulative effects of adverse shocks such as
the COVID-19 pandemic and Russia's invasion of Ukraine. Inflation rates have reached multi-decade highs in many
countries, leading central banks to adopt aggressive policies to bring them back to their targets. The world's economic
outlook is unclear, with financial market volatility increasing, and multiple indicators pointing in different directions. Major
forces such as central banks' tight monetary stances, limited fiscal buffers, commodity price spikes, and geoeconomic
fragmentation with Russia's war in Ukraine, and China's economic reopening, are likely to continue into 2023. The risks
to financial markets are also significant due to sudden repricing and policy rate expectation changes.

The International Monetary Fund (IMF) has decreased its global growth projections for 2023 and 2024, from 2.9%
to 2.8% and from 3.1% to 3%, respectively. This was due to the need for strict policy measures to control inflation, the
impact of the recent financial crisis, and the ongoing conflict in Ukraine.

On the other hand, the IMF anticipates that global inflation will decrease from 8.7% in 2022 to 7% this year,
supported by lower commodity prices. However, the decline in core CPI is expected to be slower.
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| 2022 FEEMREN  FONFZRBENZHIEREE

2022 F - EREFEGSASHBENEYH  MESBNRET - ZENEERRRERLBNIRROED - REBEH
BET - 2022 FEBEMREN=FFIIR 3.5% - AMFENFTEMZ2IRMERE 0.4% - EREFEBERRES 2.45% °

£ 2022 FH95% "F - AR Omicron BIEMFE - AT HBHAEREITIE - @EEMUL - ARPHEEFIRLIRBEEED -
BAEER 2021 FHEEMH - AMZHERTARSHENEN  REHESRBRROSE -

AT - REDERIBPRSNERSRRE T BN EMIBE - 5 - ARZENEHBERNBERERESAT - XU
B BERERROMNEER - HOMEZRHRDS - FERAREINMNBIEH=-AEZEETHE  BINLEXEERF
HRE  EEENFENEEEINFIERAAEENBEETARENAER -

MEMS - 6 2022 FNEERREREBNIRERNED - SEARSZERBNEE - BREHENRRRATA
P BRI RS - 28T - IREENEERVRIEF L O BNREMRBRIFESERE -

| Moderate Economic Growth in 2022 Impacted by Pandemic

and Global Economic Conditions

The economy experienced moderate growth in 2022, with the fourth quarter being affected by the pandemic and
global economic conditions. In the midst of various challenges and uncertainties, the year saw a trend of modest
expansion in economic growth. Data indicates that the average economic growth rate for the first three quarters of 2022
was 3.5%. However, it contracted by 0.4% in the fourth quarter, resulting in an annual growth rate of 2.45%.

In the second quarter of 2022, domestic consumption momentum was disrupted due to the impact of the Omicron
variant. Nevertheless, with less stringent containment measures and a growing adaptation to coexist with the virus
compared to the low base of 2021, private consumption showed signs of expansion.

However, investment momentum slowed down due to a higher base effect and a decline in global economic
outlook. Additionally, high inflation rates in the United States and European countries, along with the dampening effect
of tightening policies on demand, gradually weakened export momentum. China's repeated lockdown measures had an
impact on triangular trade, coupled with the effects of inventory adjustments in industries, making inventory changes and
net external demand the main factors pulling down economic growth in the fourth quarter.

Overall, Taiwan's economy in 2022 exhibited a trend of moderate expansion. Despite facing various challenges
and uncertainties, the expansion of private consumption indicates confidence in the economic outlook. However, the
slowdown in investment momentum and the decline in export momentum require attention.

| 2023 FEEMRIBE BEIFEENZE

2023 F - BEMNEERRERRIGARE - RIFSEPRIRTT (CBC) MPELFM R (CIER) BITFR - SERERE
BRZETRE TR - WRABRENNAEFE -

RIBEERTHEETRR - 2023 FEEMNEBEMRERTR 2.21% - #ASREEFLE 2022 FHEAM 245%E(E -
BNABRPEEEMARNFNE - SERTERT - KERRNEERFH/ILOMNKRE - AW - GERITHIEL - =
REERARBNMMEZEUARREZNEFEELER - UEHAEKEENEE -

hELEMFRIRTEM 2023 FEEEEMRER 2.01% - 8 2022 F 12 AMEAE 2.72% TE 0.71 a2 - 5
BERE2TENER  BRERHREFHERER STMAREFEHN - REERBERONGEERRENARER - SREE
Z2HEEBRTEREBLT - 2023 FRREERRIFER 2022 F - HERESARTBTE -

65 - BEBAMNARSEEBEHRM —AHE - RITHRTR - BE 2022 FERENEREEBFER - BHEXEN
BERMECAEERMEEE LT - QERITHEA - 2023 FHEEMERE (CPI) FIBRAB 2.09% - BSR 2.0% - BLE
2022 FMFEAETIET 0.86 BEZ R - EE - PELEMFEERIEM CPlI FIBRNE 2.18% - MAUFAKERSR 2.0% -
B8; 2022 FHFEL{E 2.95% TE 0.77 BEHR - BEEANWMAMBREENCHEE - ESERYEERHEMRETRA
BHNESFEHRERENS - MERESE -

MEV EEERBER - G8EET 2023 FEREA/DARE - ZIKEHIZE - MEEBUARR - SERENURME
BHERRHEHREEHTE - 24T - EEATKOUBT - EBEAREMAEMRE - CPI AR ZETBLE - FIL - 48
EEBHRNSIENTIHNEE  EEEINERHSINEREERIZPEETRER -

| Economic Growth in 2023 May Slow Down, with Focus on

Weak External Demand

In 2023, Taiwan's economy faces significant challenges. According to forecasts from the Central Bank of Taiwan (CBC)
and the Chung-Hua Institution for Economic Research (CIER), Taiwan's economic growth rate is projected to decline,
with lingering inflationary pressures.

According to the Central Bank of Taiwan's economic forecast, Taiwan's economic growth rate for 2023 is expected
to be 2.21%. While this figure is lower than the 2.45% forecasted for 2022, it remains higher than the CIER's prediction.
The Central Bank of Taiwan states that the main drivers of economic growth will be exports and investments. However,
they also point out that global economic uncertainties, geopolitical tensions, and potential impacts on Taiwan's economy
remain uncertain.

The CIER estimates Taiwan's economic growth rate for 2023 at 2.01%, a downward revision of 0.71 percentage
points from the December 2022 forecast of 2.72%. The primary reason for the downward revision is the external situation,
as the ongoing Ukraine-Russia conflict, ongoing rivalry between the United States and China, efforts by developed
countries to contain inflation, and the stringent tests faced by the financial system suggest that global economic growth in
2023 will be lower than that of 2022, with international trade growth continuing to decline.

Furthermore, inflationary pressures remain a significant challenge for Taiwan's economy. The central bank states that
although the lingering inflation issue from 2022 has eased to some extent, supply-demand imbalances and base effects
may continue to push prices higher. The central bank forecasts the consumer price index (CPI) to have an annual growth
rate of around 2.09% in 2023, slightly above 2.0%, but a downward revision of 0.86 percentage points from the 2022
forecast. At the same time, the CIER estimates the CPI annual growth rate to be around 2.18%. Although this estimate is
slightly higher than 2.0%, it is a downward revision of 0.77 percentage points from the 2022 forecast of 2.95%. Despite
the easing of domestic inflationary pressures, overall price trends may remain relatively high due to supply-demand
imbalances, base effects, or seasonal factors.

In summary, Taiwan's economy faces significant challenges in 2023, with factors such as global economic
uncertainties, geopolitical risks, energy pressures, and price pressures impacting it. However, driven by domestic
demand, the economic growth rate is expected to hold steady, and the CPI inflation rate is gradually slowing down.
Therefore, it is believed that through policy guidance and market operations, Taiwan's economy can continue to develop
steadily amidst the ever-changing global economic environment.

| FEHE;EISIE Main Economic Indicators
X & ER GDP Growth Rate

Note: (a) indicates advance estimate, (f) indicates forecasts by CBC.
Source: DGBAS, CBC.
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5% 2023 F55—FE GDP ¥MERILEULHE 3.02% - REEFE _BEFEWH - thEE 2016 FE—FELIRREMRIE -
BEMERRIZERRFE  AEXPESHNSHEFES - BIFRINT —25ERRZHEE - QFBNBAZENS
EFRREBUCRSE - 24T - BLEEREEEUMLERE-—SREERHHE -

Taiwan's GDP contracted by 3.02% year-on-year in the first quarter of 2023, according to preliminary figures. This
was the second consecutive quarter of contraction and the worst performance since Q1 2016. The slowdown was driven
by a number of factors, including the ongoing trade war between the United States and China, the global chip shortage,
and the war in Ukraine. The government has taken a number of measures to support the economy, including increasing
government spending and providing tax breaks for businesses. However, it remains to be seen whether these measures
will be enough to prevent a further slowdown in the economy.

X WO Exports

HOFBERMER

« 2023 F3 A&AELORERLETRE -19.07% -
EEF7EARER  TRRRERWME  EX
BESERBRER -

- EBFTHANER/GAREREOSBITRE
14.64% #115.78% -

Source: Department of Statistics, M.O.E.A.

Export Continue to Negative Growth

. In March 2023, Taiwan’s total exports decreased by 19.07% y/y, 7th consecutive month of negative growth, as
global demand slowed down and the industry chain continues to adjust inventory.
. Exports of the parts of Electronic products and ICT & A/V products decreased by 14.64% and 15.78%, respectively.

TAIWAN

X T 24 E Industrial Production

Source: Department of Statistics, M.O.E.A.

TREEME

2023 &F 3 ATH#EERBELL T 1452% - RESERBERBEME - SRHBHEEFHEMELERE -
REFRR - EFTEHHEHTRE 22.00% - 5t8HK - EFRABEMRBH LA 0.15% -

Industrial Production Slows

The industrial production index decreased 14.52% y/y in March 2023, as the momentum of global demand slows,
which led to supply chain inventory adjustments and industry plans to reduce production.

By industry, the index for the Electronic Parts & Components decreased by 22.00% and the Computers, Electronic
& Optical Products increased by 0.15%.

TAIWAN
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£ §4 & Retail Sales

Source: Department of Statistics, M.O.E.A.

DEHEER

2023 £ 3 HZEHERLILIER 7.08% - EE% 19 @RABRERE - EEHREFEHEHNS - B2TETELIEE
B -

AMEEMR 27.86% -

Retail Sales Continue to Increase

Retail sales rose 7.08% y/y in March 2023 to post the 19th consecutive month of growth. However, some retail
industries showed negative growth due to the high base period of the Lunar New Year last year.
The sector of Motor Vehicles & Motorcycles Related Parts & Accessories in Specialized Stores grew 27.86%.

X %K FE X Unemployment Rate

Source: DGBAS.

SE}NHIERERE

2023 £ 3 AREXRR A EH 0.03 BESEE 3.56% - TERHH BT BERBHMENRIS TIEEREBET -
MRS S B NITHISREEE -

Labor Market Remains Stable

The unemployment rate rose by 0.03 percentage points from a month earlier to 3.56% in March 2023, mainly
because some workers change careers after the Lunar New Year and the end of temporary work.
The overall labor market has recently remained stable.
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X I8 & @ IE = Inflation Rate

Source: DGBAS.

CPIRH L3R

2023 £ 3 A CPI Rt L#R 2.35% - EEREMINEE RS BI_LFTR 5.75% 1 4.08% -
il CPI ik 2.55% °

CPI Rises Moderately

The CPI rose by 2.35% y/y in March 2023, mainly because the indices for meats and food away from home rose
5.75% and 4.08%, respectively.
The core CPI expanded by 2.55%.

X B ZE 2 & Business Indicators

Source: NDC, Taiwan.

2023 F 3 B  =RUREREE "Ee, BN GEHAHIFRLAMIAE 1L S - BRRBBEE - EEER
EES A LA - RNEEES 14 EATEE -

The Monitoring Indicator Flashes Blue Signal

In March 2023, the overall monitoring indicator continued to flash the “blue” signal, the total score increased 1 point
to 11. The trend-adjusted leading index increased for five consecutive months and the coincident index decreased
for fourteen consecutive months.

TAIWAN
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X B EIRB LI A IS E Manufacturing PMI

Source: IHS Markit Economics.

RIEFE PMI BRUWHE

BERIERTE 3 ANBAREER - &RT7T —EANRE -
2023 5 3 AEZFEHMRBEIREE PMI TR 41 EE2/HE473% °

Manufacturing PMI Turns to Contraction

Taiwan's manufacturing sector fell to contraction in March, ending a month expansion.
The seasonally adjusted Manufacturing PMI fell 4.1 percentage points to 47.3 percent in March 2023.

-
>
-
=
w8
=
—
)

TAIWAN

15 I



‘ WORLD

LR F Y
o 1 5 st &2

World Economic Review
and Prospects

| EBEEFSHEHELE=EN
?«( tME

EREEBRERSEFEENIZ - B COVID-19 EENHBRARSEHEATRNEAMZEREENM - EEXTE
EERARER - ARERWEN - HERPENAREREEAA - FSEERNEFEXCEAZHTFERNEHN - BT
EHERTRERREY  SERTHHWEEREER - FRTSIKEBMEEF BREEER - E—SNE T ZIRER
BIRMAEEY - AESMIPMMNAREE - BEMRERETT -

2022 FREHRKENETERR - B EERRE - MBEREZERARMNBmERHE - 85 2023 FMiGEE
BEFNEMEEEBRESELIR - Mﬁ%ﬂm%‘jﬁﬁﬁﬁ:?“%ﬂ B MAREERRANREREMBE ZBVRBHRE - LH
EHRAELERNS - EEENUEMESEMRE -

B 2022 LUK - ZIKERERREFHURBENFRHETRE - AXE - BRITEMALT MR EETR
BmEBTRE - A7TBHBEENROER - 2IKR1TH 2021 FYURFEAR - HEELLSRBGEE (GFC) BIER - BHEM
BY - EEEMBZHENEEECREMNFIBRIHERRMNAE - AN - LFFRABRMNZONBREFENSLERHE
EMEEA IS  SEEREZENEEETEMNHE E?Ei%ﬂ@%ﬂﬁk"t&t*ﬁ Bl - BT BRI B S WARREILLIZE 7% -
ML SBEESRIRERN 15% - EREBENESRRERAEN 10% - BREERMZ LNES -

E’"*"iﬂﬂﬁi%—ﬂ"“ BHEAFNBANZE  MAXESERNERFERRRER 2021 F - BRHEHNFER
BE  BERFARESEFERER R ESTERBINKFEME - ”ﬁ'ﬁ EMMSTHERRENBERBEERBRRITHAERS -
Z‘Z%i&l"ﬁ%é%;&f‘ﬂ’]ﬂl‘ 18 - AAHRRY S REEFIEN BB S B B MG T IS TR BRI RIE IO - ERHARSZE
RARFRIREIE - EUAEMEMHISERRRRHZEMRAEHEERIEE -

B EEESHBMTRT

| IMF slightly downgrades economic growth, citing funding

pressures and inflationary rigidity

The current state of the global economy is once again highly uncertain, as the adverse effects of the COVID-19
pandemic and Russia's invasion of Ukraine have compounded and are producing unforeseen consequences. Inflation
has risen to multi-decade highs in many economies due to pent-up demand, supply chain disruptions, and commodity
price surges. To curb inflation and stabilize inflation expectations, central banks have tightened their monetary policies.
The economic outlook of the world has become even more uncertain due to recent market volatility and conflicting
economic indicators. The risks are skewed to the downside as long as the financial sector remains unstable.

The major factors that affected the world economy in 2022, such as geoeconomic fragmentation, limited fiscal
buffers, and commodity price surges, are expected to continue in 2023, but new financial stability concerns have
emerged and policymakers may face tough trade-offs in controlling inflation and maintaining growth while ensuring
financial stability. The possibility of a hard landing, especially for advanced economies, has become more significant.

Since mid-2022, global headline inflation has been decreasing at a three-month seasonally adjusted annualized
rate, mainly due to lower fuel and energy commodity prices in the United States, euro area, and Latin America. To
combat underlying inflation, central banks worldwide have been raising interest rates since 2021, with a faster and more
synchronized approach than before the global financial crisis. This tighter monetary policy has resulted in slower new
home construction in many countries. However, both headline and core inflation rates remain about double their pre-

2021 levels on average and far above target among almost all inflation-targeting countries. In addition, the discrepancies
among economies demonstrate their diverse susceptibility to fundamental disturbances. For instance, the euro area
is experiencing headline inflation of almost 7 percent (on a year-over-year basis), with certain member countries
encountering rates close to 15 percent, while the United Kingdom's inflation stands above 10 percent, putting a strain on
household finances.

Despite the tightness of labor markets, cost pressures from wages have remained contained, and real wage growth
in advanced economies has been lower than in 2021. Inflation expectations have so far remained anchored, with
professional forecasters maintaining their projected inflation rates near pre-pandemic levels. However, financial markets
anticipate that less policy tightening will be needed than central banks have suggested, leading to a potential market
repricing. Recent financial sector turbulence and associated credit tightening have pushed the market-implied policy rate
path back down, reopening the gap in the United States. This could increase the risks to financial markets from sudden
repricing due to policy rate expectation changes.

| ZEEE

EE—FE  HARHERBEHBRAKRERBNRERE  RIKRMEREESEY - @BEWSIRT (SVB) BIFAFEIRTT
BRAIERE - BIRHINEELIR - FItHE - BRENVRREREER - ZEEWRETS L - BIFESENERTER - 8%
Bt Lk -

| The Quarter in Summary

During the first quarter, global equities experienced a positive trend due to reduced concerns about recessions in
developed markets. Despite the collapse of Silicon Valley Bank, which led to notable fluctuations in bank shares, equities
continued to gain. Moreover, growth stocks outperformed value stocks during this period. In the fixed-income market,
government bond yields declined, resulting in an increase in prices.
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d'TdHOM

d'THOM

19

18



UNITED STATES

=B

United States

| EBEOEERSE

XEEERLEBSFMNER - SN ELBRLIRTIE - REXEEWS - RITENREWEBRE - ERERRER
ETANTHE - MEREERSG  EEEEMNRBEEHE - HRZT - GEXEAR  FZTEENELERBRFHNERR
¥ - 2023 ) - HEEXL - BEMEER - HEERNERERISBHELS -

BEWML - SEKEE (Fed) MEEIRAFB ISR BELRSHABHAFE - ELAREFNADRIFBEBDLR
TIHEEE (FOMC) EEHR - BMERITRAERES - HPIMNDTRA - ERNBERFIMEMNEEBERIDSURERER
KERAELANBER T RANFBNHZAORE - SERBEERR—FAHBARE -

| Economic Review and Outlook

The U.S. economy is displaying contradictory signals, with some leading indicators declining. The manufacturing
sector is shrinking, bank lending standards are becoming stricter, temporary staff and hours are being reduced by
companies, profit margins are contracting, and the Treasury yield curve is significantly inverted. However, various
significant coincident indicators have been more robust than anticipated in recent months. Early in 2023, consumer
spending, headline job growth, wage inflation, and price inflation all surpassed expectations.

Despite this, the Federal Reserve remains focused on managing the labor market and achieving its inflation targets.
The strength of these crucial areas creates pressure on the Federal Open Market Committee (FOMC) to consider raising
interest rates, even amid stresses in the banking system. Our analysis indicates that a U.S. recession is more likely than
not in the coming year, given the very restrictive monetary policy stance and the challenge of cooling the labor market
without causing a significant increase in unemployment.

| ZEEE

BEE 3 ARRWAIRTT (SVB) MEIRASIR T RENHEEE - EREBNEMIARERBRTERFELRT —
RLETR - BEE (Fed) BRTMRAR (BE4 B ) - MBGREREREERE - BT HiSHA BB F LATRE -

SVB MR B AR BM ERFKAVE—SENE - SIREIRTHE 3 AR —EREK - EREENEODAESZBRHESRE
BHIRT —K LR - Fed RET HEBEMTEAINMUEMNGSL - WK 2 AN 3 ABBRANRIEST 25 EER - EEREE
RAAEER 2007 FLURMRER - @EUL - M OBEAEES Y (PCE) BREEMNERXR%E 3 BHIVBRENRTER - &
NBRIEERE - W T iS5 A BB G5 IEAITEER -

| The Quarter in Summary

Despite the brief market turbulence triggered by the collapse of Silicon Valley Bank (SVB) in March, investor
confidence led to a surge in US stocks over the quarter. The Federal Reserve (Fed) implemented two rate hikes, and
data indicated that inflation was cooling down, fueling expectations that the hiking cycle could soon come to a halt.

The decline of SVB, followed closely by additional financial sector upheavals in Europe, caused stocks to plummet in
March. However, they rebounded to finish the month and quarter higher. The Fed expressed faith in the resilience of the
US banking system and increased the policy rate by 25 basis points in both February and March. This led to borrowing
costs reaching their highest point since 2007. Nonetheless, inflation, as measured by the core personal consumption
expenditure (PCE) index, increased less than anticipated in March, leading to speculations that further rate hikes would
be restricted.

| FEHEEISIE Main Economic Indicators

X &EEZXR GDP Growth Rate

Note: (f) indicates forecasts.
Source: Bureau of Economic Analysis, The Conference Board.

Note: (f) indicates forecasts.
Source: Bureau of Economic Analysis.

RIB=EREBEANERBNB_RMEE - =B 2023 FE-FELBERRES 1.3% - B 2022 FHEMNFE #92.6% -
BERBENER :
s MAEFREFD - £ GDP I RETIE 2.1 BEDH -
- (FERERD - £ GDP BRI 0.5 EE7E -
HEEXLMRNAE - £ 2022 FHEMNEEM 3.8% MEE 2023 FE—FEMN3.7% -

EEHRRBENEERS :
« HOEM - & GDP i RIBMT 0.4 EEHS R °
- BRFISZ 1B - £ GDP B RIEM 0.2 EE 7% -

MEEMS - ZEIRER 2023 FE—FEANEERR 2022 FENFE - KERRMEETABESRRFELEEREURD
HENGREE A8 FEFELENRIFELRR - GEHNFSERE_FEMNISERFLHA -

il GDP BB/ 51% - OB DRIt E THEE, R TFIBFER, -1 FIEX  FSEEFRAXRFRFMLE - 2. FIEFE  FRAN
—FHFEHBRAR —FMHLE - WHRERFR (4 R75 ) - ZEEERFAFE GDP E#HE - WH Gt ERFEE - FIFFR -
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The U.S. GDP growth rate in the first quarter of 2023 was 1.3%, according to the second estimate released by the
Bureau of Economic Analysis. This was down from a 2.6% growth rate in the fourth quarter of 2022.
The main contributors to the slowdown in growth were:
. A decrease in private inventory investment, which subtracted 2.1 percentage points from GDP growth.
. A decrease in residential fixed investment, which subtracted 0.5 percentage points from GDP growth.
. A slowdown in consumer spending growth, which slowed from 3.8% in the fourth quarter to 3.7% in the first quarter.

The main offsetting factors were:

. An increase in exports, which added 0.4 percentage points to GDP growth.
. An increase in government spending, which added 0.2 percentage points to GDP growth.

Overall, the U.S. economy grew at a slower pace in the first quarter of 2023 than in the fourth quarter of 2022. This
slowdown was due to a number of factors, including the Federal Reserve's efforts to cool the economy and the ongoing
war in Ukraine. However, the economy still grew at a positive rate, and there are some signs that growth may pick up in
the second quarter.

Note: After the GDP data is adjusted, the "annual growth rate" and "SAAR" can be calculated separately. 1. Annual Growth Rate: Comparing the current
quarter of this year with the same quarter of last year. 2. SAAR: compare the annual data of the latest quarter with the previous quarter, and convert it

into an annual rate (4th power). The U.S. routinely adjusts the absolute value of GDP seasonally and calculates the annual growth rate and the SAAR
separately.

X  BEIEXR Inflation Rate

Source: Bureau of Labor Statistics.

CPI 1B RBER AR 5%

e 2023 £ 3 A CPI EEELHR 5% - ERTHSTEEA
5.1% - MEERSE 2 BRI 6% - & 2021 &
5 ARURIE - E#EER - 3 AstiREmMERE
FEATE 17% - _FENFEERREFRH
TBE11.2% - % 3 B3 CPI RALE FREERE -

o 1zl CPI ELE LR 5.6% RETHTEL - WS
1% 2023 £ 2 A8 5.5% - B2 EmAMIRFAY
BREBAOKERSAT ; RELIR 0.4% - H&H&
HA -

CPI Below Forecast at 5%

*  The CPI rose by 5% y/y in March 2023, the lowest since May of 2021 from 6% in February, and below market
forecasts of 5.2%. According to the data, the price of energy commodities in March fell by 17% yly, and the prices of
used cars and trucks fell by 11.2% y/y, which were the main factors for the year-on-year decline in the CPI in March.

. Core CPl increased 5.6% yly, in line with market expectations, and slightly higher than the 5.5% in February 2023,
implying that the price pressure of some goods and services remains high; and increased 0.4% m/m as expected.

UNITED STATES

¥ PCE ¥){&%5% PCE Price IndexRate

Source: Bureau of Economic Analysis.
PCE FiEZREI8 2021 F 5 ARH{E

=Bl PCE¥EEH : 3 Ay - GEERN=EREA
HEXH (PCE) MEREFIE 4.2% - €1 2023
F2 AEIE#M 5.1% - thE8 2021 &£ 5 BRAK
AYERIE KT -

BOVENHES Y : AR ESRITFERERN
BIMENHESZHE 3 BERRT 4.6% - SR™iE
FEHARY 4.5% - {BEH 2023 £ 2 BIBIE#MN4.7% -

IREE& %) - 3 B PCE ¥EHR# LR 0.1% - B
2023 % 2 AfZ1E#MY 0.3% - {B#ils PCE ¥)fE1R
ZUREE LR 0.3% - FFETISTEL -

BWEY  MRETERENAISRNS - AT -
BEBIERAFNE - BROBHEDER
1985 ELURAIE L - RABMEEZOBRDEAH
Btk -

PCE Inflation Lowest since May 2021

U.S. PCE Price Index: In March, the U.S. Personal
Consumption Expenditures (PCE) price index
increased by 4.2% y/y. This was lower than the revised
figure of 5.1% in February 2023 and the lowest since
May 2021.

Core PCE: The Core PCE, which is considered the
Federal Reserve's preferred inflation indicator, rose
by 4.6% yly in March. This was higher than the
market's expectation of 4.5%, but lower than the
revised figure of 4.7% in February 2023.

Monthly Changes: On a monthly basis, the PCE price
index increased by 0.1% in March, lower than the
revised 0.3% in February 2023. However, the core
PCE price index increased by 0.3% m/m, matching
market expectations.

Inflation Trends: The statistics indicate that U.S.
inflation is showing signs of cooling down. However,
despite the overall inflation moderating, the core
inflation rate remains at a high point since 1985,
suggesting that it is still challenging to bring down core
inflation.
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UNITED STATES

X AEEYEISE Producer Price Index

Source: Bureau of Labor Statistics.

PPI 18X EI8 2021 & 1 AXKH{E
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PPI Inflation Lowest since January 2021

Producer Price Index (PPI): In March, the U.S. PPl increased by 2.7% yly. This growth rate was lower than the
market's expectation of 3% and showed a significant decline from the 4.9% recorded in February 2023. It was the
lowest growth rate since January 2021.

Core PPI: The core PPl increased by 3.6% y/y in March, down from 4.5% in the previous month.

Monthly Changes: On a monthly basis, the U.S. PPI fell by 0.5% in March, which was lower than market
expectations of 0.1% and a decrease from 0% in the previous month. However, the core PPl increased by 0.1% in
March, which was lower than the revised 0.2% in the previous month.

Underlying Inflation: The data indicate that underlying producer inflation is fading, as U.S. producer prices
unexpectedly fell in March. This was primarily driven by lower gasoline costs.

X  ZEEHE Retail Sales

A

Source: Census Bureau.
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Retail Sales Fall More than Expected

Retail Sales: In March, U.S. retail sales amounted to US$691.7 billion. This represented a 1% decrease compared
to the previous month, which was lower than market expectations of -0.4% and the -0.2% recorded in February.
However, it reflected a 2.9% increase from March 2022.

Monthly Changes: The items that experienced larger monthly declines in sales were Gasoline Stations and
Electronics & Appliance Stores, with decreases of 14.2% and 10.3% respectively. On the other hand, Nonstore
Retailers and Food Services & Drinking Places saw larger monthly increases, with growth rates of 12.3% and 13%
respectively.

Slowdown in Retail Sales: The data indicates that U.S. retail sales slowed more than expected in March, suggesting
a rapid contraction in public consumption.
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Source: Bureau of Labor Statistics, Department of Labor.
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Labor Market is Strong but Loosening

Cooling Job Market: Recent data suggest that the jobs market is cooling down. Nonfarm payrolls in March
experienced the smallest increase in over two years. Job openings have declined, and annual revisions indicate a
clear upward trend in initial jobless claims over the past two months.

Balancing Demand and Supply: The balance in the job market is improving not only due to weaker demand but
also through an improved supply. The labor force participation rate has been increasing for four consecutive months,
indicating a growing pool of workers. This increase in labor force participation helps soften the recent trend in wage
growth.

Overall Strength: Despite the cooling trend, the labor market remains strong in absolute terms. Hiring levels are still
above the average of the previous economic cycle, and the unemployment rate dipped back to 3.5% in March.
Outlook: However, with the full effects of the Federal Reserve's tightening policies yet to be fully felt and corporate
profits facing increasing pressure, it is expected that there will be a material weakening in the job market as the year
progresses.
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| Economic Review and Outlook

The economies of the eurozone have managed to avoid an expected recession despite initial predictions late last
year. This can be attributed to a mild winter that led to lower energy prices and reduced energy demand, as well as a
range of other positive economic indicators. However, this good news is accompanied by some downsides. Specifically,
the European Central Bank (ECB) has had to adopt a restrictive policy in response to the better-than-expected
economic growth. The ECB raised the policy rate by 50 basis points to 3.0% in March, and another rate hike may follow.
Additionally, core inflation continues to rise, with a 5.3% increase in the year to January, excluding energy prices. Despite
this, labor demand remains strong and wage growth is increasing.

China is a crucial export market for the eurozone, and its reopening will provide further stimulus, particularly
for Germany and Spain. However, the long-term outlook is less optimistic. Monetary policy is expected to become
increasingly restrictive, and next winter will be another test of Europe's progress in reducing dependence on Russian
energy. Moreover, the eurozone remains vulnerable to a recession in the United States.

Despite these challenges, the euro is cheap in terms of purchasing power, and positive economic surprises and
a relatively hawkish ECB should support it. Eurozone equities have performed well in the past six months and may
continue to do so for several more months. However, eventually, they will face the challenges of a tight monetary policy
and the risk of a recession.
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| The Quarter in Summary

Eurozone shares recorded strong gains in Q1, with the information technology, consumer discretionary, and
communication services sectors leading the way. The financial sector experienced turbulence in March due to the failure
of US lender Silicon Valley Bank and the subsequent purchase of Credit Suisse by UBS. However, the sector posted
gains for the quarter, with Credit Suisse's issues being contained. The real estate and energy sectors were the laggards,
with the former seeing significant declines due to concerns over higher financing costs and weaker occupancy rates.

Inflation in the Eurozone declined to a one-year low in March, with consumer prices rising by 6.9%, down from 8.5%
in February. However, core inflation, which excludes food and energy costs, rose to 5.7% from 5.6%. The European
Central Bank raised interest rates by 50 basis points in both February and March.

The Markit flash purchasing managers' index hit a 10-month high of 54.1 in March, with growth being driven by the
service sector. However, the manufacturing index remained below 50, indicating contraction.

The Markit Composite Purchasing Managers’ Index hit a 10-month high in March at 53.7, with growth being driven
by the service sector (NMI of 55) and offsetting contraction in manufacturing (PMI of 47.3, below 50, indicating that
manufacturing is still contracting).

In France, the government plans to increase the retirement age sparked widespread protests across the country.
President Macron's government narrowly survived a no-confidence vote over the issue.

| FEHEEISIE Main Economic Indicators
X &y ESR GDP Growth Rate

Note: (f) indicates forecasts.
Source: European Statistical Office.
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. The Eurozone's GDP grew by 1.3% in the first quarter of 2023, down from 1.8% in the previous quarter. The
slowdown was driven by a number of factors, including the war in Ukraine, which has disrupted supply chains and
led to higher energy prices. The war has also weighed on consumer confidence, which has dampened demand.
Despite the slowdown, the Eurozone economy is still expected to grow this year, albeit at a slower pace
than previously forecast.

. The European Central Bank (ECB) is expected to raise interest rates in an effort to combat inflation. However, the

ECB is walking a tightrope, as it needs to raise rates enough to cool inflation without choking off economic growth.

. Overall, the Eurozone economy is facing a number of challenges, but it is still expected to grow this year. The ECB

will need to carefully manage monetary policy in order to avoid a recession.
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X BERIKRE Inflation Rate

Source: European Statistical Office.
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Headline Inflation: Eurozone headline inflation experienced a sharp decline due to base effects in energy. The
consumer price index fell from 8.5% y/y in March to 6.9% in April.

Core Inflation: In contrast to headline inflation, core inflation increased by 0.1 percentage points to 5.7% y/y. Core
inflation excludes volatile components such as energy and food prices, providing a measure of underlying
inflationary pressures.

Market Expectations: Despite the decline in headline inflation, markets believe that the European Central Bank
(ECB) needs to take further action. Upside surprises in economic growth and ongoing wage pressures contribute
to this perception. Currently, the market anticipates a 25 basis points (bps) interest rate hike in May, instead of a
larger 50 bps hike. However, the market has priced in a total of 75 bps of hikes by autumn, indicating expectations
for further tightening of monetary policy.

X T ZE47Z Industrial Production

Source: European Statistical Office.
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Overall Growth: In February, industrial production in the euro area experienced growth for two consecutive months.
It increased by 1.5%. Excluding the volatile performance of Ireland, industrial production still grew by 1.3%.

Factors Driving Growth: The 1.3% growth can be attributed to the decline in energy prices. This decline led to a
recovery in energy-intensive industries such as steel, paper, and chemicals.

Strong Performance of Germany: Germany showed a particularly strong performance in industrial production, which
helped offset the relatively weaker performance of other countries in the euro area.
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X  EEHHE Retail Sales

Source: European Statistical Office.
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February Retail Sales: Retail sales in the Eurozone experienced a decline of 0.8% m/m in February. This decline
reflects a continuation of the downward trend observed over the past year.

Impact of High Inflation: High inflation has had an impact on consumer behavior. People have increased their
consumption of tourism and other services while reducing their spending on commodities.

Energy Inflation: It is noteworthy that energy inflation has entered a negative range since March. This suggests a
decrease in energy prices, which can have a positive effect on retail consumption.

Outlook: It is expected that energy prices will continue to decline in the coming months. This decrease in energy
costs should provide support for the recovery of retail consumption.

X RBAEARE PMI

Source: IHS Markit Economics.
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Composite PMI: The Eurozone's composite PMI increased by 0.7 to 54.4 in April. This growth was primarily driven
by a 1.6 rise in the services PMI to 56.6.

Services PMI: The increase in the services PMI can be attributed to increased tourism activities and improved
consumer performance, which was supported by easing inflation.

Manufacturing PMI: The manufacturing PMI, however, experienced a decline of 1.8 to 45.5. While the sector
benefited from recent declines in energy prices, strikes in France and a cooling of orders had a negative impact on
output performance.

Impact of the Banking Industry's Confidence Crisis: The resilient performance of the PMI suggests that the impact of
the banking industry's confidence crisis has not yet spread to a significant extent.

Employment Index and Labor Shortages: The employment index in the services sector continues to rise, indicating
persistent labor shortages. This poses challenges for the economy despite its overall resilience.
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| Economic Review and Outlook

After the COVID-19 lockdowns, the Chinese economy is reopening and the government has set a growth target of
around 5% for the gross domestic product (GDP). However, given the global economic slowdown and the government's
reluctance to let property construction aggressively expand, growth this year will be largely dependent on the consumer.

Although Chinese consumers have excess savings, they are still lower than those in developed economies because
the Chinese government did not provide support payments during the lockdown. To boost consumer confidence, signs of
improvement in the property market are crucial, but there are only tentative indications of this so far.

Despite some positive developments, geopolitical tensions remain elevated, with the most notable being the U.S.
government's ban on exporting high-end semiconductor chips, which are crucial for some strategic goals of the Chinese
economy.

While the monetary policy will remain accommodative as inflation remains low, fiscal policy will be less supportive
than last year, with the government announcing a modest tightening of the augmented fiscal deficit (central government
plus local government financing vehicles).

We maintain caution on Chinese equities despite their attractive valuations. The market sentiment has moved ahead
of the cycle and value fundamentals, and technical indicators suggest that the market has overshot to the upside in the
near term. Additionally, analysts' overconfidence in upgrading their forecasts for the Chinese economy further supports
our cautious stance.
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| The Quarter in Summary

At the start of the quarter, Chinese equities experienced a robust surge due to various factors. These include the
easing of Covid-19 restrictions by Beijing, which had previously constrained economic growth, measures introduced to
support the property market, and the alleviation of the regulatory crackdown on China's technology firms. This, in turn,
lifted investor sentiment. However, there has been a decline in Chinese manufacturing amid concerns about a global
recession and high inflation, which has impeded a crucial sector for economic recovery. Reports indicate that industrial
activity has slowed down, with fewer trucks seen on China's roads.

Trade tensions between the US and China remain high, and there has been an increase in "friendshoring" -
relocating supply chains to countries that are politically aligned - due to geopolitical friction between the world's two
largest economies. The International Monetary Fund warns that this could lead to a 2% reduction in global GDP.

| FEHEEISIE Main Economic Indicators

X #8ERLRE GDP Growth Rate

Note: (f) indicates forecasts.
Source: National Bureau of Statistics of China.
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China's economy grew by 4.5% in the first quarter, 1.6 percentage points higher than the previous quarter,
reflecting the recovery of the service sector following the lifting of containment measures and the continued support of
accommodative macroeconomic policies. Here are the key points:

1.The secondary industry grew by 3.3%, with manufacturing increasing by 2.8%. The growth rate was lower than

the same period last year, primarily due to weaker external demand. The construction industry grew by 6.7%,
driven by infrastructure projects.

2.The tertiary industry grew by 5.4%, showing a significant improvement from the previous quarter. The

accommodation and catering industry grew by 13.6%, transportation and warehousing grew by 4.8%, including

a significant increase in public transportation volume. Wholesale and retail trade grew by 5.5%, indicating a
rebound in consumer willingness to go out and spend. Information transmission and software services grew by
11.2%, outperforming the overall average, reflecting the increasing digitization trend. The real estate industry grew
by 1.3%, ending six consecutive quarters of contraction, indicating a slight improvement in the property market
under the influence of policy adjustments.

The People's Bank of China (PBOC) reiterated its commitment to implementing a prudent monetary policy, guiding
financial institutions to increase medium- to long-term loans to the manufacturing sector, and implementing measures
to support home purchases and meet improved housing demand across different regions. The PBOC's outlook on the
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economy was more optimistic compared to the previous meeting, stating that the economy is gradually recovering and

downward pressure is easing.

CHINA

X BERIEER Inflation Rate

Source: National Bureau of Statistics of China
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PPI Inflation Lowest since January 2021

Overall Inflation: Consumer inflation in China increased by 0.7% on a yearly basis in March, representing a
0.3-percentage-point decline from the previous month and reaching a new low in the past year and a half. This
indicates a slowdown in the pace of price growth.

Food Inflation: Food inflation stood at 2.4%, down 0.2 percentage points from the previous month. The decline was
primarily driven by an 11% drop in vegetable prices. This decrease can be attributed to improved weather conditions
leading to increased harvests and the impact of a higher base period last year.

Non-Food Inflation: Non-food inflation was at 0.3%, halving from the previous month. Within this category,
transportation and communication prices contracted by 1.9%, influenced by the higher base period for oil prices last
year and the impact of price competition among automobile manufacturers. Communication device prices also
showed a modest decline. Housing continued to experience mild deflation, mainly due to rental prices decreasing as
a result of housing price adjustments over the past year, combined with the diminishing effect of increases in utility
prices.

Service Inflation: Service inflation slightly increased by 0.2 percentage points to 0.8%. This reflects the ongoing
recovery in travel-related demand following the lifting of restrictions. However, service inflation remains significantly
lower than pre-pandemic levels.

Core Inflation: Core CPI, which excludes food and energy, was at a yearly increase of 0.7%. This figure
remained relatively stable, showing no significant upward pressure.

X T 24 E Industrial Production

Source: National Bureau of Statistics of China
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In March, industrial production in China increased by 3.9% on a yearly basis, with the manufacturing sector
experiencing growth of 4.2%. However, it is important to note that out of the 41 industries, only 26 showed positive
growth. This suggests a mixed performance in industrial production, with some sectors facing challenges.

The weaker external demand is one of the factors impacting industrial production. Global economic conditions and
trade tensions can influence demand for Chinese products in international markets, affecting the overall
performance

of the manufacturing sector.

Additionally, ongoing inventory adjustments in the industry may also contribute to the divergent performance.
Companies may be taking steps to manage their inventories, which can temporarily impact production levels in
certain industries.

Overall, while the manufacturing sector showed growth in March, the fact that only 26 out of 41 industries exhibited
positive growth indicates a varied performance across different sectors. The challenges posed by weak external
demand and ongoing inventory adjustments highlight the need for continued monitoring and targeted measures to
support industrial production in China.
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X  ZEIHE Retail Sales

Source: National Bureau of Statistics of China
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Retail sales in China increased by 10.6% y/y in March 2023, which is the fastest pace of growth since June 2021.
This was driven by a rebound in consumption following the lifting of containment measures, as well as a lower base
period due to the impact of the pandemic last year.

Restaurant and catering sales saw a significant growth of 26.3%, while goods retail sales grew by 9.1%.

Within the goods retail segment, clothing, entertainment products, and automobiles all experienced growth of over
10%.

Furniture and communication equipment showed moderate increases, while sales of building decoration materials
declined by 4.7%, which is half the rate of decline compared to the second half of last year.

X B S50E Balance of Trade

Source: General Administration of Customs of the People's Republic of China
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Export Rebound: China's exports increased by 14.8% YoY, ending five consecutive months of contraction. This
improvement reflects the ongoing recovery in production and supply chain operations following the lifting of
containment measures and the post-Chinese New Year period. The export performance showed strength across
various regions, with notable growth in exports to ASEAN countries, the European Union, and Latin America.
Goods Performance: Low-end consumer products, including clothing, footwear, and toys, experienced robust growth
of over 30% compared to the previous year. Furniture, household appliances, and lighting fixtures also saw double-
digit growth after months of decline. However, the export performance of technology products, such as mobile
phones and computers, lagged behind, with declines of over 20% contributing to the overall export performance.
Import Recovery: Imports decreased by 1.4% YoY, marking a significant narrowing of decline compared to previous
months. The recovery in domestic demand played a key role, with a notable 16.3% growth in agricultural product
imports. Additionally, imports of coal, natural gas, crude oil, and iron ore increased. However, the import of
processed goods experienced a decline of nearly 20%, reflecting the regional supply chain shift and posing
challenges to sustaining export growth momentum.
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Source: Caixin, National Bureau of Statistics of China.
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PMI Reading: The Caixin China General Manufacturing PMI unexpectedly fell to 50.0 in March, down from
February's 8-month peak of 51.6. This missed market forecasts of 51.7 and raised concerns about the strength of
the Chinese recovery momentum.

Output and New Orders: Both output and new orders grew at softer paces, indicating a slowdown in manufacturing
activity. This suggests a potential weakening in demand for manufactured goods.

Foreign Sales and Employment: Foreign sales and employment declined, further signaling challenges in the global
economic environment and potential job market pressures.

Buying Activity and Vendor Performance: Buying activity rose modestly for the second consecutive month, while
improved supplier capacity and stock availability supported an improvement in vendor performance.

Input Costs and Selling Prices: Input costs remained unchanged after five consecutive months of increases. Selling
prices fell slightly as some firms aimed to stay competitive.

Economic Outlook: Sentiment remained highly upbeat, but doubts about the strength of the Chinese recovery
persisted. Economic growth is expected to rely on a boost in domestic demand going forward.
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| Economic Review and Outlook

The Japanese economy remains poised for moderate growth this year, as weak demand both domestically and
globally is partially offset by the reopening of China. However, the most critical challenge facing Japan's economy is the
lack of wage growth and the ability to achieve sustainable inflation levels that meet the Bank of Japan's 2% target.

We anticipate that the BOJ will continue to make adjustments to its yield curve control policy, which it has been
implementing since September 2016. In December of last year, the bank raised the range on its 10-year bond target
from 0.25% to 0.5%. We anticipate additional upward movements throughout the year, although a rise in the cash rate is
unlikely. Considering this, Japanese bonds may not be an attractive investment option as we estimate the fair value yield
for the 10-year bond is around 1%.

Although the Japanese yen is undervalued based on purchasing-power parity, it is likely to perform well when the
global interest rate-hiking cycle comes to an end, and it can offer some diversification benefits in the event of a recession.
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| The Quarter in Summary

Japanese stocks rise in Q1 amid mixed earnings. The first quarter of the year proved to be a successful period for
Japanese stocks. The Topix saw a 7.2% increase in yen terms, but not without some challenges.

Investors had their eyes on the Bank of Japan's yield curve control policy during the month of January, but Governor
Kuroda Haruhiko left it unchanged at the January policy meeting, defying expectations. The incoming governor, Kazuo
Ueda, who was expected to replace Kuroda in early April, became the next point of focus.

The quarterly earnings results announced between late January and mid-February were a mixed bag. Exporters
faced difficulties due to yen appreciation in Q4 2022 and a slowdown in production, mostly affecting technology sectors.
On the other hand, domestically-oriented companies recorded better-than-expected sales numbers but faced cost
increases, including the electricity price hike.

The market sentiment took a hit in March following the turmoil triggered by the collapse of Silicon Valley Bank and
the bailout of Credit Suisse by UBS. The financial sector in Japan suffered, but the market rebounded towards the end
of the month. Cyclical stocks were supported by the weakness of the yen.

As part of their plans to boost corporate value, the Tokyo Stock Exchange (TSE) was expected to provide guidance
to encourage companies with a price-to-book ratio (PBR) below 1. Some companies have announced buyback plans in
recent months, as such measures can help boost PBRs.

| FEHLEISIE Main Economic Indicators

X &g E 2R GDP Growth Rate

Note: (f) indicates forecasts.
Source: Cabinet Office, Bank of Japan.
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Japan's GDP growth rate in Q1 2023 was 0.1%, which was below market expectations of 0.4%. The slowdown in
GDP growth was due to a number of factors, including:
1.The ongoing war in Ukraine, which has disrupted global supply chains and led to higher energy prices.
2.The slowdown in China's economy, which is Japan's largest trading partner.
3.The aging population in Japan, which is putting a strain on government finances.
Despite the slowdown in GDP growth, there were some positive signs in the data. For example, private
consumption rose 0.6%, which was the fastest pace of growth in three quarters.
Overall, the Q1 GDP data suggests that the Japanese economy is still growing, but at a slower pace than in
previous quarters. The government will need to take steps to address the challenges facing the economy, such as the
war in Ukraine and the slowdown in China.
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X BERIEE Inflation Rate
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Note: (i) Core CPI is CPI excluding "food". BOJ monitors closely on core CPI; (ii) Core core CPI is core CPI
excluding "fuel”. It reflects more realistically the shopping behavior of households.

Source: Cabinet Office.
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Overall CPI Inflation: In March, the year-on-year growth of the Consumer Price Index (CPI) slightly decreased to
3.2%. This decrease can be attributed to falling energy prices.

Core Inflation: The core inflation rate, which excludes food and energy, increased by 0.3 percentage points to a
year-on-year growth of 3.8%. This increase was primarily driven by a buoyant services sector and intensified wage
cost pressures, leading to sustained price rises.

Impact of Energy Prices: It is expected that CPI inflation will continue to moderate due to the decline in international
energy prices. However, there may be potential for electricity price increases in the middle of this year, which could
affect inflation.

Strong Wage Growth: Core inflation still has room to increase further under the influence of strong wage growth.

¥ T 247 Industrial Production

Source: Ministry of Economy, Trade and Industry.
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Monthly Growth: Japan's industrial production increased by 1.1% on a monthly basis in March, continuing the
recovery trend observed in the previous month.

Supply Chain Bottlenecks: The growth in industrial production can be attributed to the easing of supply chain
bottlenecks, which allowed for a 5.2% increase in automobile production.

Semiconductor and Display Manufacturing Equipment: The rebound in manufacturing equipment for semiconductors
and displays from a low point contributed to the overall growth in industrial production. This sector experienced
improvement after facing challenges due to global destocking in the consumer electronics industry.

Weakness in Electronic Components: Despite the overall growth, the electronic components industry remained
weak, reflecting the impact of global destocking in the consumer electronics sector.
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X  ES0E Balance of Trade

Source: Minister of Finance.
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Export Growth: Japan's exports grew by 4.3% in March compared to the previous year. This surpassed market
expectations and marked the 25th consecutive month of positive growth. However, the growth rate in March was the
lowest since February 2021, primarily due to rising cost pressures.

Export Destinations: There was a strong rebound in exports to Europe and the United States, which offset the
decline in exports to China.

Product Categories: The recent rebound in exports was largely driven by growth in automotive exports, benefiting
from the easing of supply chain bottlenecks. However, exports of electronic products remained weak, reflecting
sluggishness in the global consumer electronics industry.

Trade Deficit: The amount of energy imports continued to decline, and the recovery in exports contributed to a
narrowing of the trade deficit. In March, the trade deficit was reduced from JPY 919.8 billion in February to JPY 755
billion after accounting for the balance between imports and exports.

X ERBLIEAIEE PMI

Source: IHS Markit.
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Manufacturing PMI: The manufacturing PMI increased slightly to 49.2 in March. Although still below the threshold
of 50, which indicates contraction, there were positive signs such as an increase in manufacturing export orders
and backlogs of work. This aligns with stabilizing export demand and helped alleviate the pace of decline in the
manufacturing sector.

Services PMI: The services PMI remained steady at a strong level of 55, indicating robust expansion in the services
sector. This suggests positive growth and performance in areas such as retail, hospitality, and other service-related
industries.

Outlook: Both sectors expressed a more optimistic outlook, with the services sector showing continued strength
and the manufacturing sector expected to gradually recover. As a result, the drag from the manufacturing sector on
the overall economy is expected to diminish, while the sustained strength in the services sector will contribute to
stable growth performance in the second quarter.
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lin conclusion, the IMF World Economic Outlook report highlights the highly uncertain moment the global economy
is in, with the cumulative effects of adverse shocks such as the COVID-19 pandemic and Russia’s invasion of Ukraine
manifesting in unforeseen ways. Inflation has reached multidecade highs in many economies, leading central banks to
tighten aggressively to bring it back towards their targets and keep inflation expectations anchored. However, recent
increases in financial market volatility and multiple indicators pointing in different directions have made the economic
outlook more challenging. The major forces that affected the world in 2022 seem likely to continue into 2023, with new
financial stability concerns added to the mix. Policymakers may face difficult trade-offs to bring sticky inflation down and
maintain growth while also preserving financial stability.

In addition, the IMF Regional Economic Outlook APAC predicts that global growth is poised to decelerate as rising
interest rates and Russia’s war in Ukraine weigh on activity, while Asia's domestic demand has remained strong despite
monetary tightening. Nevertheless, the external appetite for technology products and other exports is weakening. China's
reopened economy is rebounding strongly, and this will generate positive spillovers to other emerging economies in the
region.

Overall, the global economic outlook remains uncertain and investors should approach investment decisions with
caution and a long-term perspective.

CONCLUSION
CONCLUSION
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