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The Central Bank of Taiwan (CBC) left its benchmark discount rate unchanged at 1.375% at its
quarterly rate decision meeting on Thursday (21 June). Majority of analysts polled by Bloomberg
had predicted the outcome while only 3 out of 33 expected a 12.5 bps hike at the meeting. The
CBC has been on hold since its last rate move in 2Q16 when it cut interest rate by 12.5 bps.

The CBC has yet to signal any intention to hike interest rate amid subdued inflation and expected
moderation in export growth from a high base ahead. The CBC sees Taiwan economy slowing
in second half due to the global uncertainties. Despite revising the growth and inflation forecast
for 2018 slightly higher on Thursday, the central bank maintained that Taiwan’s output gap will
remain negative this year with moderate momentum for economic expansion.

Taking into consideration of the expected moderation in growth and inflation in the second half of
the year, we maintain our call that the earliest that CBC would hike rate could be in March 2019.
Our GDP growth and inflation for 2018 remains at 2.5% and 1.5% respectively.

In the policy statement, the CBC said that uncertainties over the global economic and financial
outlook have increased due to monetary policy normalization by major central banks and
escalating trade frictions among major economies. The CBC expects Taiwan’s export growth
momentum to soften due to a higher base effect, whereas domestic demand will continue to
serve as the primary driver of economic growth. The CBC forecasts GDP growth of 2.30% in
2H18 and raised its full-year forecast to 2.68% (from 2.58% previously) which reflects a better-
than-expected 1Q18 as well as expectation of stronger export and private investment growth.

For its inflation outlook, the CBC expects headline inflation to moderate to 1.21% in 2H18 from
average of 1.66% in the first five months of the year. For the full-year, the CBC has revised up
its headline CPI forecast to 1.40% (from 1.27% previously) on account of higher international
oil prices but lowered the core inflation (excluding vegetables, fruit, and energy items) forecast
downwards to 1.16% (from 1.26% previously) in view of reductions in telecommunication rates.
Overall, the inflationary pressure is expected to remain mild. The real interest rate which is
calculated with the 1-year time deposit rate is forecast at -0.335% this year.

Please click on the link to access the CBC'’s statement
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https://www.cbc.gov.tw/ct.asp?xItem=65715&ctNode=448&mp=2

Taiwan: Discount Rate And Inflation Rate

Source: Macrobond, UOB Global Economics & Markets Research
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Disclaimer

This publication is strictly for informational purposes only and shall not be transmitted, disclosed, copied or relied upon by any person for whatever
purpose, and is also not intended for distribution to, or use by, any person in any country where such distribution or use would be contrary to its laws
or regulations. This publication is not an offer, recommendation, solicitation or advice to buy or sell any investment product/securities/instruments.
Nothing in this publication constitutes accounting, legal, regulatory, tax, financial or other advice. Please consult your own professional advisors about
the suitability of any investment product/securities/ instruments for your investment objectives, financial situation and particular needs.

The information contained in this publication is based on certain assumptions and analysis of publicly available information and reflects prevailing
conditions as of the date of the publication. Any opinions, projections and other forward-looking statements regarding future events or performance
of, including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ from actual events or results. The
views expressed within this publication are solely those of the author’s and are independent of the actual trading positions of United Overseas Bank
Limited, its subsidiaries, affiliates, directors, officers and employees (“UOB Group”). Views expressed reflect the author’s judgment as at the date of
this publication and are subject to change.

UOB Group may have positions or other interests in, and may effect transactions in the securities/instruments mentioned in the publication. UOB Group
may have also issued other reports, publications or documents expressing views which are different from those stated in this publication. Although
every reasonable care has been taken to ensure the accuracy, completeness and objectivity of the information contained in this publication, UOB Group
makes no representation or warranty, whether express or implied, as to its accuracy, completeness and objectivity and accept no responsibility or liability
relating to any losses or damages howsoever suffered by any person arising from any reliance on the views expressed or information in this publication.

Taiwan: CBC Likely To Remain On Hold Throughout 2018 4B
Friday, 22 June 2018 $_¢§
31Page T


https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_180622.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MSN_180621.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/FXRS_180621.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_180620A.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_180620.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/FXS_180619.pdf
https://www.uob.com.sg/web-resources/uobgroup/pdf/research/HV_3q2018.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_180618A.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MSN_180618.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_180618.pdf

