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US and China.inflationupdatés plus UK GDP

The coming week sees some important updates on
inflation from the US and China, as well as some fresh
UK GDP data to help steer policy at an indecisive Bank
of England. Also watch out for third quarter GDP data
updates from the Philippines, Hong Kong SAR and
Norway,

loan data from China and industrial

production numbers from the eurozone.

With the US Fed starting to taper its asset purchases,
joining a gang of hawkish central banks which now
includes the Reserve Bank of Australia and the Bank of
Canada, the focus will be on upcoming US inflation
numbers. CPl and PPl updates as well as consumer
inflation expectations will help gauge the extent to
which price pressures are mounting and whether the
announced taper pace of $10bn will need to be
adjusted in coming months.

In contrast, the Bank of England pulled back from a
heavily-trailed rate hike, preferring to await more
information on the resilience of the economy, and in
particular the labour market. GDP data for September
will therefore provide policymakers with a more detail
on the UK economy’s recovery momentum.

From a broader perspective, the future direction of
monetary policy around the world remains to a large
extent dependent on the degree to which current
inflationary pressures are transitory. In that respect,
producer price data published for China could prove
illuminating, especially as any steep increase could
flame concerns that higher exported goods prices
could feed through to global inflationary pressures.
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Inflation pressures build further in October

Policymakers are becoming increasingly nervous with regard to the
outlook for inflation, with recent survey data underscoring the risks
being tilted towards the recent spike in prices being less transitory
than previously anticipated.

The most up to date information comes from the PMI surveys, which
track input costs at manufacturing and service sector companies
around the world, as well as the average prices charged for these
goods and services. The surveys also track supplier delivery times,
which provide a unique insight into the extent to which supply delays
are feeding higher prices.

The latest data from the October PMIs were far from comforting.
Supplier delays became even more widespread during the month,
with the incidence of delays and shortages surpassing anything seen
in almost a quarter century. These shortages fed through to yet
another increase in firms’ costs, which rose in October at the fastest
rate seen for 13 years. Only during the oil price spike of 2008 have
higher cost pressures been faced by businesses worldwide. These
costs are being passed on to customers at rates unprecedented in
the PMI survey history.

Note that, over the past 14 years, the PMI input cost index has
exhibited a 79% correlation with global consumer price inflation, with
the PMI acting with a lead of three months. With the latest official
data showed consumer prices rising globally at an annual rate of
4.3%, its highest for a decade, the PMI suggests this could approach
5% in the coming months.

One ray of light to watch is the revival of manufacturing production in
Southeast Asia as economies recover from the Delta waves (see
page 4). However, while this increase in production could help
improve supply, questions remain as to whether global shipping
capacity can recover just as quickly.

Global inflation and PMI survey input price data
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Key diary events

Monday 8 Nov

Japan BoJ Meeting Summary of Opinions (Oct)
New Zealand PPI (Q3)

Switzerland Unemployment Rate (Oct)

Norway Manufacturing Output (Sep)

Taiwan Trade Balance (Oct)

Eurozone Sentix Index (Nov)

Tuesday 9 Nov

Japan Current Account (Sep)

Philippines GDP (Q3)

Malaysia Industrial Output (Sep)

Germany Trade Balance (Sep)

Germany ZEW Economic Sentiment (Nov)
United States PPI (Oct)

Wednesday 10 Nov

China (Mainland) CPI, PPI (Oct)

China (Mainland) M2, New Yuan Loans, Loan Growth (Oct)
Germany HICP (Oct, final)

Norway Consumer Price Index (Oct)

Thailand 1-Day Repo Rate (10 Nov)

United States CPI (Oct)

United States Initial Jobless Claims

United States Wholesale Inventory (Sep)

Thursday 11 Nov

United States, Canada Market Holiday

Japan Corp Goods Price (Oct)

United Kingdom RICS Housing Survey (Oct)

Australia Employment and Unemployment Rate (Oct)

United Kingdom Business Investment (Q3, prelim)

United Kingdom Monthly GDP, incl. Manufacturing, Services
and Construction Output (Sep)

United Kingdom GDP (Q3, prelim)

Friday 12 Nov

New Zealand Manufacturing PMI (Oct)
Malaysia GDP (Q3)

Hong Kong SAR GDP (Q3)

Norway GDP Growth (Q3)

Euro Zone Industrial Production (Sep)
India CPI Inflation (Oct)

India Industrial Output (Sep)

United States JOLTS Job Openings (Sep)
United States UoM Sentiment (Nov, prelim)

* Press releases of indices produced by IHS Markit and relevant
sponsors can be found here.

What to watch

B China October inflation rates

China’s October CPl and PPl data will be eagerly
assessed by analysts keen to see if higher prices from
China could feed further global inflation pressures.
Markets are forecasting a slight pick-up in rates of
inflation compared to September, which saw price
pressures surprise on the downside. The latest Caixin
China General PMI showed quicker increases in both
input and output prices in October, as firms continued to
pass higher costs from supply constraints, material
shortages and energy through to clients.

= US CPI and November UoM sentiment

Inflation and consumer sentiment will be the focus in the
US, with the PPl and CPI updated on Tuesday and
Wednesday respectively and the University of Michigan
data published on Thursday. Consumer confidence and
inflation expectations will be eagerly awaited by the
FOMC. With indications the economy is picking up
speed again in October, according to the US Composite
PMI, it's hoped that consumers may regain some of their
lost confidence despite a further building of inflationary
pressures as the supply crisis continues. Inflation is
expected to have risen from 0.4% m/m to 0.5%, with the
core measure also edging higher from 0.2% to 0.3%.

® UK Q3 GDP growth and output data

Third quarter UK GDP estimates are due on Thursday,
alongside monthly output data for the manufacturing,
services and construction sectors. CIPS/IHS Markit PMI
data pointed to an easing of growth momentum
throughout the quarter, due to ongoing supply
constraints and shortages of both materials and to a
lesser extent, labour. As such, the data will be used to
further gauge the extent of the slowdown following a
sharp rebound in Q2, and for another indication of
sectoral divergences as unprecedented supply issues
continue to hinder the manufacturing sector in particular.

® Australia October employment figures

Employment figures for Australia will be closely watched
for any significant change from August’'s multi-year low
unemployment rate. PMI data highlighted a further
expansion in workforce numbers in October, though at
a slightly reduced pace as firms continued to grapple
with labour constraints, which could weigh on the job
market rebound following the easing of lockdown
restrictions.

Special report: ASEAN manufacturing,
RCEP and the economic outlook
Rajiv Biswas | page 4
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Recent PMI and economic analysis from IHS Markit

Global manufacturing growth slows and sentiment darkens amid record . -
Global ) . . 02-Nov Chris Williamson
supply delays, unprecedented price hikes and stalling trade

Eurozone bucks trend of higher flash PMls, but record price rises are

universal 25-Oct Chris Williamson
Economic growth stalls in Sub-Saharan Africa amid renewed lockdowns .

and supply chain disruption 12-Oct  David Owen
Monthly PMI Bulletin: October 2021 8-Oct Chris Williamson
Global auto makers suffer record underperformance amid supply chain

delays 7-Oct Chris Williamson
Global manufacturing prices spike higher amid supply constraints, but ] n
demand pressures show signs of easing 4-Oct Chris Williamson
Global manufacturing subdued by supply constraints, but pressures from ] n

Delta wave show signs of easing 1-Oct Chris Williamson

US equity investor sentiment lifts from lows in October but caution persists . -

USs SQury : 2 . 12-Oct  Chris Williamson
amid concerns over policy and politics
US sector data show economic growth slowing across consumer, tech

and financial sectors 5-Oct Jingyi Pan

Eurozone flash PMI sees shortages and COVID-19 push growth to six-

SO month low, and inflationary pressures to two-decade high et Chris Williamson
UK flash manufacturing PMI masks deteriorating production trend 22.0ct  Chris Williamson
UK Flash PMI signals economy lifted by service sector, but manufacturing ] .
falters and prices rise at record rate 22-Oct  Chris Williamson
Semiconductor shortages continue to bite as European automotive .
production contracts at substantial pace 13-Oct  Sian Jones

APAC Al.Jstralla ecgnomv sees first expansion in four months, but higher demand 22-Oct Jingyi Pan
drives up prices
Three key economic takeaways from September's Asia Sector PMI 8-Oct Jingyi Pan
Vietnam economy slump persists into September amid worsening supply o
constraints 1-Oct Jingyi Pan
Rising COVID-19 cases and supply chain disruptions overshadow .
Olympic Games boost 20-Sep Usamah Bhatti

Commodities Weekly Pricing Pulse: Lumber and freight markets at the head of the pack 3-Nov Tal Dickstein

as commodity prices decline

For further information:

For more information on our products, including economic forecasting and industry research, please visit the Solutions section of
www.ihsmarkit.com

For more information on our PMI business surveys, please visit www.ihsmarkit.com/products/PMI

Click here for more PMI and economic commentary

Follow our latest updates on twitter at @/HSMarkitPMI.

The intellectual property rights to the report are owned by or licensed to IHS Markit. Any unauthorised use, including but not limited to copying, distributing, transmitting or
otherwise of any data appearing is not permitted without IHS Markit's prior consent. IHS Markit shall not have any liability, duty or obligation for or relating to the content or
information (“data”) contained herein, any errors, inaccuracies, omissions or delays in the data, or for any actions taken in reliance thereon. In no event shall IHS Markit
be liable for any special, incidental, or consequential damages, arising out of the use of the data.

Purchasing Managers' Index® and PMI® are either registered trade marks of Markit Economics Limited or licensed to Markit Economics Limited. IHS Markit is a registered
trademark of IHS Markit Ltd
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Special Focus

ASEAN manufacturing rebounds
in October, RCEP ratification
boosts longer-term economic
outlook

Rajiv Biswas

Asia Pacific Chief Economist, IHS Markit

Email: rajiv.biswas@ihsmarkit.com

The ASEAN region has shown a strong rebound in
manufacturing output during October, according to the latest
IHS Markit ASEAN Manufacturing PMI survey data. With the
Regional Comprehensive Economic Partnership (RCEP)
trade agreement having been ratified by the required number
of countries, its imminent implementation on 15t January 2022
will provide a further boost to the ASEAN economies that have
already ratified the trade deal.

With COVID-19 Delta waves receding in many ASEAN nations,
economic activity is showing a strong rebound as industrial
production strengthens and easing lockdown restrictions allow
a gradual recovery in consumer spending. COVID-19
vaccination rates have risen rapidly in a number of ASEAN
economies during the second half of 2021, helping to improve
their resilience to COVID-19 transmission. Despite this
turnaround, there are still considerable risks around how
rapidly the pandemic will be brought under control in different
ASEAN countries.

ASEAN economies rebound as COVID-19 waves
recede

Impressive progress with COVID-19 vaccination rollout
programs in many ASEAN nations since mid-2021 have
contributed to significant progress in curbing the severe
COVID-19 Delta waves that hit the Southeast Asian region
since May 2021. Singapore has reached one of the highest
vaccination rates in the world, with over 80% of the total
population having received two vaccination doses. Malaysia
has also made remarkable progress in recent months, with
almost 80% of the population having received first dose
vaccinations, with Cambodia and Brunei also having reached
similar levels of first dose vaccinations. Thailand and Vietnam,
both of which had very low vaccination rates in the first half of
2021, have also now provided first dose vaccinations to over
50% of their populations. This is creating the foundations for a
more sustained economic recovery for the ASEAN region in
2022.

ASEAN COVID-19 vaccination rates
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As a result of the severe negative impact of the COVID-19
pandemic and widespread lockdowns and travel bans, many
ASEAN economies were in deep recession during 2020. The
impact of global lockdowns in key markets such as the US and
EU also resulted in a sharp slump in exports for many ASEAN
nations during the first half of 2020. Among the worst hit
economies were the Philippines, Thailand, Malaysia,
Cambodia and Singapore, as protracted lockdowns hit
industrial  production, construction and consumption
expenditure. Travel bans across the ASEAN region also hit
the international tourism and travel sectors severely.

Domestic economic activity showed significant recovery in
many ASEAN nations during the second half of 2020 and early
2021, as lockdowns were progressively eased and new export
orders strengthened. However, with the onset of new COVID-
19 Delta waves in many Southeast Asian nations since April
2021, economic momentum again weakened in many ASEAN
nations since June.

The ASEAN manufacturing sector recorded contractionary
conditions for the months of June, July and August 2021, as
the COVID Delta waves escalated in many nations. However,
as COVID waves have eased in some countries during
September and October, economic activity has rebounded.

ASEAN manufacturing PMI

IHS Markit ASEAN Manufacturing PMI
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The latest IHS Markit ASEAN Manufacturing PMI rose from
50.0 in September to 53.6 in October, signalling the first
improvement in ASEAN manufacturing conditions since May,
and one that was the quickest since data collection began in
July 2012.

The improvement in the ASEAN October PMI data means
manufacturing output in the region is now growing at a faster
rate than recorded by IHS Markit's PMI surveys in other major
economies, including the US, Eurozone, Japan and China.

Manufacturing PMI output indices
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In the service sector, the impact of the COVID Delta waves
continued to hit consumption expenditure across most ASEAN
nations during the third quarter. International travel restrictions
have also remained a major impediment to the recovery of
international tourism and business travel in the ASEAN region.
Furthermore, domestic tourism has also been heavily
disrupted, creating a further severe negative shock for the
ASEAN tourism industry.

However, with COVID-19 waves receding and vaccination
rates reaching high levels, some nations, including Singapore
and Thailand, have announced some easing of borders for
vaccinated international travellers. Thailand has reopened its
borders for vaccinated international tourists from 63 nations
without quarantine starting from 1st November. Singapore has
also established green lanes for quarantine-free travel by
vaccinated travellers from a limited number of countries.

The path of recovery is therefore likely to be uneven across
different industry sectors, with industries like electronics
manufacturing, household consumer products, financial
services and information technology likely to be leading the
recovery, while the tourism and air transportation sectors are
expected to have a more gradual recovery path.

Improved operation conditions were recorded in all but one of
the seven constituent ASEAN nations of the ASEAN
Manufacturing PMI Index during October.

Indonesia showed the highest PMI reading amongst the
ASEAN nations in October. The rapid decline of the recent

COVID-19 wave has allowed the easing of COVID-19
restrictions. This enabled the Indonesian manufacturing
sector to grow at a survey-record pace in October, according
to the latest IHS Markit PMI data. The IHS Markit Indonesia
Manufacturing PMI posted 57.2 in October, up from 52.2 in
September.

In Malaysia, the headline IHS Markit Malaysia Manufacturing
Purchasing Managers’ Index registered 52.2 in October,
returning to expansion as COVID-19 restrictions were eased.
Both production and new order volumes returned to expansion
territory in October.

In Vietnam, the IHS Markit Manufacturing PMI soared in
October, rebounding back above the 50.0 no-change mark at
52.1 in October following a reading of 40.2 in September.
Economic activity had been heavily disrupted during August
and September due to the escalating COVID-19 wave, with
temporary business closures, transportation difficulties and
staff shortages all contributed to severe contractionary
conditions in manufacturing output. By October, the declining
COVID-19 wave allowed a loosening of COVID-19 restrictions.
This led many firms to restart production in October, while
others expanded output in response to higher new orders.

Selected Asian manufacturing PMI output indices
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The rebound in industrial production across many ASEAN
nations is expected to help ease supply chain disruptions
caused by the recent COVID-19 waves in Southeast Asia.
Major manufacturing hubs such as Malaysia and Vietnam
suffered considerable disruptions to manufacturing output
during the third quarter of 2021, impacting on supply chains in
many industries, including auto and electronics manufacturing.

However, even as industrial production rebounds, the process
of normalizing production levels and catching up with backlogs
of new orders is likely to be gradual. In Malaysia, companies
continued to report widespread issues with component
shortages, shipping delays and a lack of containers in October.
Vietnamese firms also reported continuing supply chain
disruptions, with the sourcing and distribution of products
remaining challenging for many firms during October.
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Furthermore, many Vietnamese firms were still awaiting the
return of migrant workers from other provinces within Vietnam,
after they had returned to their hometowns during the latest
COVID-19 wave. Consequently labour shortages were still
significant in October.

Vietham manufacturing PMI supplier delivery times
IHS Markit Vietnam Manufacturing PMI Suppliers' Delivery Times
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RCEP Trade Agreement will boost regional trade
flows

RCEP is a positive regional trade liberalisation initiative that
will help to boost trade and investment flows among the 15
nations that have agreed to the trade deal. The 15 Asia-Pacific
economies that make up the RCEP membership together
account for around 29% of world GDP. The RCEP members
comprise the 10 ASEAN members, plus China, Japan, South
Korea, Australia, and New Zealand. RCEP negotiations
commenced in November 2012 and the 15 RCEP members
concluded negotiations on the text of the agreement on 4
November 2019. The RCEP agreement was signed by
ministers at the 37th ASEAN Summit in Hanoi on 15
November 2020.

Size of regional FTAs by total GDP
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RCEP will be the world’s biggest free trade agreement (FTA)
measured in terms of GDP, larger than the current
membership of the Comprehensive and Progressive

Agreement for Trans-Pacific Partnership (CPTPP), the
European Union, the recent US-Mexico-Canada Free Trade
Agreement or Mercosur. However, if the UK and China are
successful in their applications to join the CPTPP, then the
expanded CPTPP would become larger than the RCEP as
measured by GDP of the member economies.

Although tariff liberalization has already progressed
significantly among the 15 RCEP members over the past
decade through a wide network of FTAs, RCEP will further
reduce tariff barriers. The scope of RCEP includes reducing
tariffs on trade in goods, as well as creating higher-quality
rules for trade in services, including market access provisions
for service sector suppliers from other RCEP countries. The
RCEP agreement will also reduce non-tariff barriers to trade
among member nations, such as customs and quarantine
procedures as well as technical standards.

RCEP significantly extends the scope of trade and investment
liberalization through chapters that create a common rules of
origin framework as well as strengthening intellectual property
protection, trade in services and reducing barriers to
investment.

The implementation of RCEP will allow the benefits of the
trade agreement to commence for those nations that have
already ratified the agreement. Amongst the ASEAN nations,
those that have ratified RCEP to date include Singapore,
Thailand, Vietnam, Cambodia, Brunei and Laos. The other
RCEP members that have ratified the RCEP agreement are
Australia, China, Japan and New Zealand.

ASEAN economic outlook

Receding COVID-19 Delta waves and gradual easing of
pandemic restrictions in recent weeks has helped to support a
gradual recovery in business conditions in many ASEAN
nations during September and October.

However, many ASEAN nations still face considerable
challenges, with some nations still having relatively low
second dose vaccination rates, problems with accessing
vaccine supplies and also the very large size of the population
in many nations, notably in Indonesia, Philippines and
Vietnam.

Despite the improving economic conditions, the speed at
which different ASEAN nations emerge from the pandemic is
likely to vary considerably, depending on many factors
including the size of population, access to large supplies of
COVID-19 vaccines and ability to deploy large-scale
immunization programs. The effectiveness of different types
of COVID-19 vaccines is also an important issue that could
affect the timing of recovery from the pandemic. There are
also other critical unknown factors, including the duration of
effectiveness of vaccinations for the various key vaccines that
are being deployed.

The central case economic scenario for 2022 continues to be
positive, with the world economy gradually emerging from the
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pandemic, led by the US, EU, China and the UK. While the
ASEAN region’s economic rebound in 2021 has been
significantly dampened by new waves of COVID Delta, the

outlook is for gradually improving economic conditions in 2022.

GDP growth momentum is expected to improve in 2022, as
vaccination programs reach a much higher share of the total
population of the more populous Southeast Asian nations,
allowing a gradual return to more normal domestic economic
conditions. Positive GDP growth is expected in 2022 across

all the ASEAN nations.
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Despite the economic rebound expected in 2022, most
ASEAN countries will face the medium-term challenge of fiscal
consolidation. This reflects the very high levels of government
expenditure during 2020-21 on fiscal stimulus measures
related to the pandemic, which has resulted in a significant
increase in government debt as a share of GDP across the
ASEAN region. Moreover, the pandemic has had a significant
toll on many businesses, in sectors such as retail, restaurants,
tourism and hotels. Consequently, the process of economic
recovery across industry sectors is expected to be uneven,
reflecting the legacy effects of almost two years of severe
economic disruption due to the COVID-19 pandemic.

Over the long-term, despite the severe recession caused by
the COVID-19 pandemic, the ASEAN region is expected to
continue to be one of the fastest growing regions of the world
economy. Total ASEAN GDP is forecast to more than double
over the next decade, increasing from USD 3 trillion in 2020 to
USD 6.8 trillion by 2030. Over the next decade, the ASEAN
region will be one of the three main growth engines of the
APAC region,

Following considerable disruption to Asia-Pacific trade flows
during 2018-2021 due to the US-China trade war and the
impact of the pandemic, the implementation of RCEP will help
to further reduce barriers to regional trade flows within the
Asia-Pacific region over the medium to long-term. The RCEP
also creates a trade liberalisation framework that can be built
on and strengthened through further rounds of trade
negotiations, including through the potential accession of
other nations to the RCEP agreement.

In the overall Asia-Pacific trade policy landscape, the RCEP
agreement is a major further step by APAC governments to
liberalize regional trade flows, following the implementation of
both the Japan-EU Economic Partnership Agreement (EPA)
and the CPTPP deals in 2019.

Click here for more PMI and economic commentary.
For further information, please visit www.ihsmarkit.com
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