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Week Ahead Economic Preview

June flash PMIs precede Bank.of England policy meeting

Flash PMIs will be released in the coming week for the
US, UK, eurozone, Japan and Australia. The surveys will
offer a first look for worldwide economic conditions in
June, and will be followed by central bank meetings in
the UK, Philippines and Thailand. Some key economic
releases, such as the final US GDP and PCE data, plus
June eurozone consumer confidence, are also lined up.

Divergences in performance were a key theme shining
through in the May global PMI data releases, with
record US and UK growth and a reviving eurozone
contrasting with a renewed downturn in Japan. This
was no surprise, given the wave of COVID-19 cases
seen in various APAC countries while the US and
Europe enjoyed an easing of containment measures.

We'll be looking to see if this divergence has widened,
and also whether demand is switching from goods to
services as economies open up. Supply constraints will
also be closely scrutinised, both in terms of whether
companies are reporting further labor and raw material
shortages, which have shown signs of curbing output
and driving prices higher.

Commodity prices have been in firm focus in June.
While certain raw materials such as copper saw prices
ease following reports of China’s scrutiny, crude oil
prices have touched fresh multi-year highs, adding to
concerns on factory gate inflation. For the likes of the
US especially, what the flash PMIs have to say about
economic conditions and the uncertain inflation story,
which the Fed just alluded to, will be key.
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Global PMI up with easing restrictions

The worldwide PMI data for May highlighted improvements in
global growth amid the easing of COVID-19 containment
measures. Services growth momentum fared relatively better
than manufacturing. With further improvement in movement
conditions in June, clues will be sought from the flash PMls.

Global PMI* and COVID-19 containment

Global PMI index COVID-19 containment index
70 10

20

I

40

60

7 e

IHS Markit COVID-19
containment index

20 = Services PMI output index 60

= Manufacturing PMI output
index

20
Jan-19 Jul-19 Jan-20 Jul-20 Jan-21 Jul-21

Source: IHS Markit, JPMorgan

Bank of England to meet after PMI release

The Bank of England’s latest monetary policy meeting follows
the release of flash PMIs. Rate setters need to judge the
extent to which record survey growth rates merely reflect a
near-term rebound from lockdowns, or whether a more lasting
upturn in pent-up demand lies ahead. The latter has a more
worrying picture for the inflation outlook.
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Key diary events
Monday 21 Jun

China Loan Prime Rate (Jun)
Australia Retail Sales (May)
Taiwan Export Orders (May)

Tuesday 22 Jun

South Korea PPI (May)

United States Existing Home Sales (May)
Eurozone Consumer Confidence (Jun, flash)

Wednesday 23 Jun

Australia IHS Markit Flash PMI, Manufacturing & Services*
Japan au Jibun Bank Flash PMI, Manufacturing & Services*
UK CIPS/IHS Markit Flash PMI, Manufacturing & Services*
Germany IHS Markit Flash PMI, Manufacturing & Services*
France IHS Markit Flash PMI, Manufacturing & Services*
Eurozone IHS Markit Flash PMI, Manufacturing & Services*
US IHS Markit Flash PMI, Manufacturing & Services*
Japan BOJ meeting minutes (Apr)

Thailand Customs-Based Trade Data (May)

Singapore Consumer Price Index (May)

Thailand Manufacturing Production (May)

Thailand 1-Day Repo Rate (23 Jun)

Taiwan Industrial Output (May)

United States Current Account (Q1)

Canada Retail Sales (Apr)

United States New Home Sales (May)

Thursday 24 Jun

Germany Import Prices (May)

Germany Ifo Business Climate New (Jun)
Philippines Policy Interest Rate (25 Jun)
United Kingdom BOE Bank Rate (Jun)
United States Durable Goods (May)
United States GDP (Q1, 3 est.)

United States Initial Jobless Claims

Friday 25 Jun

New Zealand Trade Balance (May)

United Kingdom GfK Consumer Confidence (Jun)
Singapore Manufacturing Output (May)

Germany GfK Consumer Sentiment (Jul)

Eurozone Money-M3 Annual Growth (May)

United Kingdom CBI Distributive Trades (Jun)

United States Personal Income and Consumption (May)
United States Core PCE Price Index (May)

United States UoM Sentiment (Jun, final)

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

IHS Markit June flash PMIs

June flash PMIs will be published for the US, UK,
eurozone as well as Japan and Australia to offer an
early view into economic conditions in the month. May
flash PMIs showed diverging economic _momentum
between strengthening US and European nations
against renewed weakness in Japan. While various
APAC economies came under the threat of rising new
COVID-19 waves, the US and Europe are seeing
vaccine ‘dividends’. As the worst appears to be over in
Japan, it will be of interest to track how the Japanese
economy fared through the flash PMIs. The US PMI will
be also be in focus following the latest Fed FOMC
meeting. Fed chair Jerome Powell suggested tapering
plans would depend on “continued progress” towards
their goals. Any change in growth momentum from the
record seen in May PMIs will therefore be scrutinised.
More importantly, the price indices will be watched for
clues on the ‘transitory’ inflation scenario.

Bank of England meeting

The Bank of England (BOE) will update their monetary
policy settings on Thursday, with no changes expected.
The meeting is preceded by the flash PMIs for the UK,
which helped boost sterling by indicating record
business activity growth in May. This also invited a lone
dissent from Chief Economist Andy Haldane in the
previous meeting with regards to keeping the current
QE target unchanged at GBP 895bn. While no new
forecasts are expected, it will be of interest to observe
any further tilt in favour of tapering in the BoE. IHS
Markit forecasts no changes to rates at least until the
latter half of 2023.

Central bank meetings in Thailand, Philippines

The Bank of Thailand and Bangko Sentral ng Pilipinas
will update their monetary policy settings, likewise with
no changes expected from these EM Asia central banks.
The Bank of Thailand expressed their desire to keep
rates low for 1-2 years in May, which was no surprise
given deteriorating economic conditions, such as shown
by Thailand’s May manufacturing PMI.

Eurozone consumer confidence

The flash June eurozone consumer confidence will be
tracked in tandem with the flash PMIs next week
particularly with the IHS Markit containment index
reflecting visible improvements for the eurozone in June.

Special report:

The Asia Pacific trade outlook in 2021
Rajiv Biswas | page 4
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Recent PMI and economic analysis from IHS Markit

G7 leaders punt on pushing green growth for developin ..
Global countries 2 b B8 & ping 14-Jun  Amena Saiyid

Chris Suckling,
Critical supply chains: The semiconductor shortage 10-Jun  Ph.D, Sian Jones,
Yacine Rouimi

Global manufacturing PMI highlights sustained supply
constraints and price pressures

2-Jun Jingyi Pan

Sustained recovery in global trade — Latest Observations 5 1y Tomasz Brodzicki,

in the Top Ten Economies Ph.D.
US and European growth surges as.economles reopen, 21-May  Chris Williamson
but Japan slides back into contraction
Use-case illustrations for PMI by IHS Markit 17-May  IHS Markit

US uUsS Sgctor PMI shows improvement in consumer 10-Jun  Jingyi Pan
confidence

US PMI surveys signal record growth as economic
recovery shifts up a gear

3-Jun Chris Williamson

Europe Lack of tourism set to drag on Greek economic recovery 16-Jun  Sian Jones

Easing COVID-19 restrictions to trigger stronger Italian
growth from Q2

Eurozone manufacturing PMI hits record high for third
straight month

APAC Phll!pp|nes remains mired in recession due to latest 28-May  Rajiv Biswas
Covid-19 wave

15-Jun  Raj Badiani

1-Jun Chris Williamson

Flash Japan Composite PMI signals economy back in
contraction amid virus wave

21-May Jingyi Pan

Flash Australia PMI price gauges hit new highs as
economy continues to revive

21-May Jingyi Pan

Commodities Weekly Pricing Pulse: Commodity prices continue retreat 2-Jun Michael Dall

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 @IHSMarkitPMI.

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
Asia Pacific trade outlook in 2021
Rajiv Biswas

Asia Pacific Chief Economist, IHS Markit
Email: rajiv.biswas@ihsmarkit.com

The strong rebound in global economic growth in the
first half of 2021 has driven a significant upturn in Asia
Pacific merchandise exports. This has further improved
the overall Asia Pacific export growth outlook for 2021.
Asia Pacific exports are forecast to show buoyant
expansion of 13% year on year (yly) in 2021, after
contracting by 1.8% y/y in 2020. IHS Markit estimates
that global trade volume contracted by 5.4% in 2020. A
recovery is forecast in 2021 and 2022, with global trade
volume to recover by 6.0% and 3.7%, respectively.

Key findings

® A strong economic recovery is expected in 2021, with
Asia Pacific GDP growth forecast at 6.2% y/y, based
on expectations that there will be progressive rollout
of COVID-19 vaccines during 2021.

®A key factor underpinning the strong economic
rebound in the Asia Pacific region is expected to be
buoyant economic growth in China, which is forecast
to grow at 8.3% y/y in 2021.

® The export rebound has been reflected in recent trade
data from many Asia Pacific economies, helped by
base year effects owing to pandemic-related
lockdowns in the first half of 2020. For mainland China,
merchandise exports rose by 27.9% yly in May 2021.
South Korea’s exports have also shown buoyant
growth, rising by 45.6% y/y in May.

¥ In the ASEAN region, Singapore’s non-oil domestic
merchandise exports have also shown an upturn,
rising by 6.0% y/y in April, helped by a 10.9% yly rise
in electronics exports.

® Vietnam’s merchandise exports showed buoyant
growth in the first four months of 2021, rising by 29.6%
yly, helped by rapid growth of 30.7% y/y for exports of
mobile phones and parts.

® Over the medium-term outlook, Asia Pacific exports
are expected to grow at a rapid pace, helped by the
sustained strong growth of intra-regional trade within
Asia Pacific, as China, India, and the Association of
Southeast Asian Nations (ASEAN) continue to be
among the world’s fastest-growing emerging markets.

Global growth and trade rebound

With world GDP forecast to rebound to growth of 5.7%
yly in 2021 after a contraction of 3.5% y/y in 2020, this
is expected to provide a boost to the export sectors of
many export-driven Asia Pacific economies. The
rebound in economic growth in advanced economies
such as the United States, the European Union, the
United Kingdom and Canada, combined with continued
strong economic momentum in China, are linked to the
rapid rollout of vaccination programmes during the first
half of 2021. This has supported improving Asia Pacific
new export orders to key export markets in North
America and Europe.

Global GDP and the PMI

JPMorgan Global PMI by HS Markit Global GDP annualised g/g % change
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This is expected to support the growth of exports of
manufactured goods and commodities through the
course of 2021. Asia Pacific merchandise exports are
forecast to show a strong rebound of 13% y/y in 2021,
after contracting by 1.8% yl/y in 2020. IHS Markit
estimate that global trade volume contracted by 5.4% in
2020. A recovery is forecast in 2021 and 2022, with
global trade volume to recover by 6.0% and 3.7%,
respectively.
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However, because of ongoing new COVID-19 waves in
many Asia Pacific nations in the first half of 2021,
international travel restrictions are still expected to
remain a major impediment to the recovery of
international tourism and travel in the Asia Pacific region
during 2021. This is expected to result in a more
protracted and gradual recovery path for trade in
services for many Asia Pacific economies.

Recovery in Asia Pacific exports

The Asia Pacific region experienced a recession in 2020
owing to the COVID-19 pandemic, with the region’s
GDP contracting by an estimated 1.1% y/y. Pandemic-
related lockdowns and travel bans severely hurt the
economies of most Asia Pacific nations during the first
half of 2020. However, during the second half of 2020,
many Asia Pacific economies recovered significantly in
economic momentum. This upturn was driven both by
strengthening global export demand as well as the
rebound in domestic consumption spending as a result
of the easing of pandemic-related restrictions in many
countries.

Asia Pacific export growth forecast, 2021
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A strong economic recovery is expected in 2021, with
Asia Pacific GDP growth forecast at 6.2% yly, based on
expectations that the progressive rollout of COVID-19
vaccines during 2021 will help the gradual recovery of
economic activity in many OECD and Asia Pacific
economies.

A key factor underpinning the strong economic rebound
in the Asia Pacific region is expected to be buoyant
economic growth in China, which is forecast to grow at
8.3% yly in 2021. However, the Asia Pacific recovery is
expected to be broad-based, with most major Asia
Pacific economies forecast grow rapidly in 2021, albeit
the momentum of recovery is being dampened by
severe new COVID-19 waves in some countries.

The improving economic momentum in the Asia Pacific
region has been reflected by the IHS Markit Asia Pacific
PMI survey index of manufacturing output, which has
recovered strongly in recent months. The index has
signalled the most robust expansion of production in a
decade during the first half of 2021, albeit with the rate
of expansion cooling in some countries during second
quarter 2021 owing to the impact of new COVID-19
waves.

APAC manufacturing and exports
IHS Markit APAC Manufacturing PMI

2008 2010 2012 2014 2016 2018 2020
Sources: IHS Markit..

The export rebound has been reflected in recent trade
data from many Asia Pacific economies, albeit also
reflecting low base year effects from the lockdowns in
the first half of 2020.

For mainland China, merchandise exports rose by
27.9% yly in May 2021. South Korea's exports have also
rebounded strongly, rising by 45.6% yly in May 2021.
Taiwan's exports rose by 38.6% y/y in May, the 11th
consecutive month of positive export growth, buoyed by
strong growth in exports of electronics, chemicals, and
plastics.

In the ASEAN region, Singapore's non-oil domestic
merchandise exports have also shown an upturn, rising
by 6% y/y in April, helped by a 13% y/y rise in electronics
exports. Vietnam’s merchandise exports showed
buoyant growth in the first four months of 2021, rising by
29.6% yly, helped by rapid growth of 30.7% yly for
exports of mobile phones and parts.

In Australia, merchandise exports rose by 15.9% yl/y in
April, boosted by buoyant mineral commodities prices,
notably for iron ore and coal, two of Australia’s largest
commodity exports. Despite severe trade measures
imposed by mainland China on a wide range of
Australian exports during 2020-21, Australian exports
to mainland China rose by 11.2% y/y in April, reflecting
very high world prices for iron ore and coal.
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The recovery of Asia Pacific trade in services is
expected to be much slower and protracted than for
merchandise exports, owing to ongoing new COVID-19
waves that have hit many Asia Pacific economies during
second quarter 2021. International travel restrictions are
still expected to remain a major impediment to the
recovery of international tourism and business travel for
many economies in the Asia Pacific region during 2021.
The re-opening of international travel is expected to be
more selective in the Asia Pacific region, on a bilateral
basis between countries that have implemented
widespread vaccination programs.

The path of Asia Pacific export recovery is therefore
likely to be uneven across different industry sectors,
with manufacturing and commodities exports leading
the recovery, while some service sector exports such as
the tourism and commercial aviation sectors are
expected to have more gradual recovery paths.

Asia Pacific electronics sector exports
rebound

The electronics manufacturing industry is an important
part of the manufacturing export sector for many Asia
Pacific economies, including mainland China, Japan,
South Korea, Malaysia, Singapore, the Philippines,
Taiwan, Thailand, and Vietnam. Furthermore, the
electronics supply chain is highly integrated across
different economies, with mainland China being an
important supplier of intermediate electronics parts for a
number of Southeast Asian electronics sectors.

Despite severe disruptions to Asian electronics
production and to global demand owing to the pandemic
during the first half of 2020, the IHS Markit Global
Electronics PMI has signalled a very significant rebound
since mid-2020. The latest IHS Markit Global
Electronics Purchasing Managers’ Index for May 2021
reached the highest level recorded in 23 years, boosted
by buoyant demand in key markets. Rebounding
consumer spending and industrial production in key
economies, notably the United States, mainland China,
the European Union, and the United Kingdom, is helping

to drive demand for a wide range of electronics products.

The IHS Markit Global Electronics PMI new orders index
rose from a low of 35.0 in May 2020 to a level of 61.9 in
April 2021, rising further to 63.3 in May 2021. New
orders in May showed the fastest pace of expansion
since May 2004 and were the fourth-fastest pace of
expansion since the survey series began 23 years ago.

IHS Markit Global Electronics PMI, new orders
Survey index, 50 = no change in new orders on prior month
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Global electronics PMI, output by sector
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The South Korean Ministry of Trade, Industry and
Energy announced that South Korea’s total exports rose
at a very rapid pace of 45.6% yly in May, following an
increase of 41% yly in April. Exports of semiconductors
rose by 24.5% yly in May, the 11th consecutive month
of expansion. Semiconductors exports have been
helped by stronger global demand for memory chips for
mobile phones and for data centres. Memory chip prices
have been rising owing to the prolonged global supply
shortage.

Singapore’s domestically manufactured electronics
exports rose by 10.9% yly in April, after expanding at a
pace of 24.4% yly in March 2021. In April, electronics
exports to the European Union were up 8.5% yly, while
electronics exports to South Korea were up by 13% yly.

In Vietnam, exports of computers, electrical equipment
and parts rose by 31% yly in the first quarter of 2021, as
global demand for computer equipment surged owing to
the pandemic and the shift towards remote working by
workers worldwide. Exports of these products to the
United States were buoyant, rising by 46% vyly, while
exports to the European Union rose by 39% y/y. Exports

Confidential | Copyright © 2021 IHS Markit Ltd
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of mobile phones and other telephone equipment
soared by 12% yly, with exports of mobile phones and
components to China rising by 63% yly.

In Malaysia, exports of electrical and electronic products,
which accounted for 34.8% of total merchandise exports,
have been extremely strong, up 42% yly in April, after
rising by 47% yly in March.

Asia Pacific supply chain and shipping
disruptions

The strong growth in Asian exports to the United States
and Western Europe during the first half of 2021 has
created bottlenecks for shipping owing to shortages of
containers, resulting in soaring freight rates on key
Asian routes. Average Asia-US East Coast container
freight rates on short-term contracts are up 56% from
May 2020. The problems for the shipping industry have
been further compounded by port congestion in
Southern Chinese ports, reflecting major shipping
delays at Yantian port since late May 2021 owing to the
impact of stringent health measures as a result of a
COVID-19 cluster outbreak. Yantian International
Container Terminal is one of China’s largest container
ports. With peak shipping season looming for Christmas
retail orders from the United States and Europe,
shipping bottlenecks and freight rates in Asia are likely
to stay at elevated levels during the third quarter of 2021.

Indian ports also faced disruption during May 2021
owing to the impact of the large new COVID-19 wave
that hit the nation, resulting in some temporary port
closures as well as delays to shipments because of
health safety measures.

APAC manufacturing supply chain delays

IHS Markit APAC Manufacturing PMI

Global supplier delivery times (sub-50
means longer deliveries)

—— APAC manufacturing output

2008 2010 2012 2014 2016 2018 2020
Sources: IHS Markit..

In the electronics industry, the strength of global
electronics demand is continuing to exacerbate
semiconductors shortages for some manufacturing
industries, notably the global automotive sector. Supply

chain disruptions to semiconductors production have
also impacted on the situation. The new COVID-19
wave in Taiwan has increased risks of potential supply
chain disruptions at semiconductors plants impacted by
Covid clusters. Meanwhile the latest IHS Markit Global
Electronics PMI survey shows evidence of sharp
increases in electronics industry input prices as well as
output prices, mainly reflecting shortages of essential
raw materials.

Global electronics: prices and supply

IHS Markit Global Electronics PMI, 50 = no change on prior month
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Asia Pacific trade outlook

The central case global economic scenario for 2021 is
positive, with the world economy forecast to show
improving momentum through the course of 2021 as
COVID-19 vaccination programmes are rolled out.
Many of the world's largest economies, including the
United States, the European Union, the United Kingdom,
and China, have been rapidly progressing with
vaccination programmes during the first half of 2021.
This has allowed domestic demand to strengthen in
these economies, with gradual easing of lockdown
conditions in markets in this grouping that are currently
experiencing significant new waves of COVID-19 cases.
Consequently, this should help to support the strong
rebound in world merchandise exports during 2021,
which are forecast to grow at a pace of 14.7% yly
following a severe contraction of 7.5% y/y in 2020.

With many of the East Asian economies, such as China,
Japan, and South Korea, having large manufacturing
export sectors, the upturn in electronics exports is
helping to underpin the rebound of manufacturing
exports. This is also supporting demand for industrial
raw materials from Asia Pacific commodity-exporting
nations such as Australia and Indonesia.

However, the recovery of Asia Pacific trade in services
is expected to be delayed and protracted, as
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international travel restrictions continue to constrain any
early recovery in exports of tourism and commercial
aviation, which are an important component of total
services exports for many Asia Pacific economies.

Over the medium-term outlook, Asia Pacific exports are
expected to grow at a rapid pace, helped by the
sustained strong growth of intra-regional trade within
Asia Pacific, as China, India, and ASEAN continue to be
among the world's fastest-growing emerging markets.

The rapid growth of Asia Pacific exports is also expected
to be strengthened by the regional trade liberalisation
architecture. A wide range of bilateral and multilateral
trade liberalisation initiatives have either been
implemented or are planned in Asia Pacific. This
includes the large recent Comprehensive and
Progressive Agreement for Trans-Pacific Partnership
(CPTPP) and Regional Comprehensive Economic

Partnership (RCEP) multilateral trade agreements and
an increasing number of major bilateral free trade
agreements (FTAs) such as the recent EU-Vietnam FTA
and the Indonesia-Australia Comprehensive Economic
Partnership Agreement.

However, regional geopolitical tensions do pose risks to
bilateral trade development among some Asia Pacific
nations. The recent China-India border clash has
impacted bilateral trade and investment flows, while the
China-Australia trade war has hit Australian exports of a
wide range of commaodities to China. Nevertheless, the
long-term outlook for Asia Pacific trade growth remains
very positive, boosted by the continued rapid long-term
growth forecast for the Asia Pacific region over the next
decade.
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