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The economies most severely 
affected by the SARS crisis, 
namely, China, Hong Kong, 
Singapore and Taiwan, rebounded in 
the third quarter. Malaysia and the 
Philippines posted stronger growth 
and South Korea emerged from 
recession. 

Growth prospects for 2004 are 
being underpinned by stronger 
external demand from the US
and Japan, the region’s main 
export markets. East Asia excluding 
China and Japan is forecast to 
expand by 5.1% in 2004 from na 
estimated 3.7% in 2003. The 
slightly slower, albeit healthy, pace 
of growth projected for China is 
expected to keep non-Japan East 
Asian growth steady at 6.9% for 
2004 (6.8% in 2003).
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China and Hong Kong
collectively has emerged as 
one of the main trading 
partners of the East 
Asian economies. 

In the case of South Korea 
and Taiwan, China and 
Hong Kong was the 
leading market in 2002, 
with Hong Kong’s thriving 
reexport trade and growing 
demand for goods from 
China fuelling the rapid 
absorption of exports.
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Export growth was 
adversely affected in mid 
2003 by the spread of SARS
and the detrimental impact 
that the Iraq war had on 
consumer and business 
confidence and the economic 
outlook. 

Export growth is now picking 
up again with strong demand 
from China, faster-than-
expected economic recovery in 
the US, and several quarters 
of positive GDP growth in 
Japan.
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Average annual inflation in 
Indonesia improved markedly 
from 11.9% in 2002 to 6.7% 
during January-November 2003, 
thanks largely to currency 
appreciation and relatively stable 
food prices. 

Consumer prices are above year-
earlier levels in Singapore and 
China after a period of deflation 
in 2002, while inflation in 
Thailand and South Korea was 
higher in 2003. 

The outlook is mixed, with 
inflation in China, Malaysia, 
Philippines, Singapore, Taiwan 
and Vietnam expected to edge 
up in 2004.
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Budget deficits are expected 
to have been incurred in all 
East Asian countries in 2003. 
The biggest change was in South 
Korea where a budget surplus
of almost 4% of GDP in 2002 was 
succeeded by a small deficit 
estimated to have been 
equivalent to 0.4% of GDP in 
2003. 

There was also a clear 
deterioration in Hong Kong, 
while Japan continues to incur the 
largest deficits which is reflected 
in a sharp rise in the ratio of 
gross public sector debt to GDP 
from 100% in 1997 to over 150% 
in 2003.
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Vietnam’s current account 
reverted to deficit in 2002 
and there has been a further 
deterioration in 2003 with 
the shortfall expected to 
widen to approximately 5% 
of GDP.
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A country’s external 
indebtedness is often 
gauged by debt-to-GDP or 
debt-to-exports ratios.

Indonesia is the most 
highly indebted of the
countries considered, with 
a debt-to-exports ratio
estimated at almost 200% 
in 2003. 

There has been a 
significant reduction in 
the debt-to-exports ratio in 
South Korea and Thailand 
over recent years, in 
contrast to the increases
which are apparent in the 
Philippines and Taiwan.
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One of the factors that recipitated 
the “Asiancrisis”in 1997 was a 
build-up of short-term debt
(less than 12 months original 
maturity).

In some cases, short-term debt 
exceeded reserves – clearly 
potentially dangerous.

China, Malaysia and Taiwan 
recorded deteriorations in this 
ratio between 1999 and 2002 
after improving from 1996.
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A country’s debt service 
ratio (i.e. the ratio of 
external debt interest and 
principal payments to 
exports of goods and 
services) is one of the most 
important criteria used in 
country risk assessment.

“Crisis”countries namely 
Thailand, Indonesia and
South Korea have recorded 
improvements in their
debt service ratios.

In contrast the debt service
positions of Malaysia and the 
Philippines have deteriorated 
slightly, but remain  
manageable.
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China
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Hong Kong
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Indonésia
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Malásia
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Singapura
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Coreia do Sul
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Taiwan
“Hollowing out”of the economy as 
Taiwanese firms invest in China.
Probably exaggerated, as economic
integration with China will help diversify
Taiwan’s economy.

Banking collapse. The sector is
fragmented and under-capitalised with
high levels of NPLs. (Legislation to
improve effectiveness of asset
management company has been
stalled.)
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Tailândia
Economy

? The government’s record of economic 
growth is impressive, but several other 
aspects of economic management are 
poor.

? The attitude towards foreign investment 
is ambivalent, with the government’s 
recognition of the contribution that such 
investment makes to economic 
development at odds with its nationalistic 
sentiment.

? Privatisation has stalled, private banks 
are still burdened with high levels of 
NPLs, corporate sector restructuring has 
been slow, and aggressive new lending by 
stateowned financial institutions is 
causing concern. 

? Regional disparities in economic 
development, particularly between 
Bangkok and the poor but populous 
north-east.

Balance of Payments

Thailand’s external debt
position has improved
significantly since the crisis 
in 1997, with a lower level 
of total debt and much 
smaller short-term 
component. 

However, the burden of 
debt remains more onerous 
than in most other E Asian 
countries.


