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Economic Outlook 2026

_January 15,2026
2026 Sff 2 =4 AT 2

Jong Woo Kang
Asian Development Bank

Growth steadies but uncertainty lingers

* Growth rate of major advanced economies is estimated at 1.4% for both 2025 and 2026.

» Economic activity in developing Asia remains resilient, supported by solid consumption and
robust external demand.

* The region’s growth outlook is revised up to 5.1% for 2025 and 4.6% for 2026 (+0.3 and +0.1
pp, respectively, from September), driven by stronger-than-anticipated growth in India and
exports in most of the region.

» The PRC’s growth forecast for 2025 is raised slightly to 4.8% on solid non-US exports and
continued fiscal stimulus, and remains unchanged at 4.3% for 2026.

Inflation in the region is projected to ease further to 1.6% in 2025, mainly from lower-than-
expected food inflation in India, with the 2026 forecast maintained at 2.1% .

India’s growth forecast is upgraded to 7.2% in 2025 and maintained at 6.5% in 2026.

Re-escalating trade tensions and uncertainty, and higher financial market volatility are the
main risks. Others include geopolitical flare-ups and unexpectedly severe PRC property
market stress.

!
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Growth stabilized, as India’s strong expansion
offset the PRC’s slowdown; disinflation continued

Robust net exports outside of the PRC and India buttressed Inflation ticked up in the PRC but declined elsewhere on
economic activity in Q3, alongside resilient consumption. easing food and energy price pressures.
Demand-side Contributions to Real GDP Growth Headline Inflation, developing Asia
= Total consumption s Total investment Percentage
j_gercentage paints, yoy w Net exports Statistical discrepancy points = People’s Republic of China === £.ccluding PRC
—o—GDP growth 10
. 6 82 s
5.4 5.4 53
48 29 41 a1 48 a2 A
4 29
I 4 Average (2015-19) = 3.2
0
L 2 eI =
/ Average (2015-19) = 2.0 6
H12025 Q32025 H12025 Q32025 H12025 Q32025 H12025 Q32025 H12025 Q32025 H12025 Q32025 o 2
Developing PRC India Developing Asia HITE ASEAN-4
Asia (excl. PRCand 2
India) Jan22 Jul22 Jan23 Jul23 Jan24 Jul24 Jan25 Jul - Oct
GDP = gross domestic product, H = half, HITE = highincome technology exporter, PP = purchasing power parity, PRC = People’s Note: Regional average is cakculated using GDP PP shares as weights and covers 23 economies.
Republic of China, q = quarter, yoy = year on year. Source: ADB estimates using da from Haver Analytics; CEIC Dam Company: official sources.

Notes: Economies induded are those that have available quarterly GDP figures with demandside breakdown, which account for about
90% of developing Asia. Components do notadd up o the total due t statistical discrepancies and differences from the chainlinking
method. All data are in calendar years and in non-seasonally adjusted terms.

Source: ADB estimates using data from Haver Analytis; CEIC Data Company: official sources.

Investment slowed amid weaker business confidence

and persistent trade uncertaint

In the PRC, fixed asset investment contracted, reflecting continued Elsewhere, the downturn was driven largely by inventory
weakness in the property market and muted business confidence. drawdowns consistent with weakening demand.
Fixed Asset Investment Growth, PRC Contributions to Investment Growth, developing Asia
‘m Gross fixed capital formation s Public gross fixed capital formation
——Alfixedassels  mmmee Manufacturing 1 Private gross fixed capital formation  mss Change in stocks and Valuables
%, yoy —o=Total Investment
————— Infrastructure = ===-Real estate

Percentage points

§|8|8|8|§|&8|8|8|8|8|8|&8|&8|c|8|&|8|&
25 = o B o B = o o o
a1 Qs a1 s at a3 ai a3 /g /3|8 |zls|2|3 =l8|=/8|2/8 =8
2022 2023 2024 2025 India | HongKong, | Republicof | Singapore |TaipeiChina| Indonesia | Malaysia | Philippines | Thailand
China Korea
High-income technology exporters ASEAN-4

ASEAN = Association of Southeast Asian Nations, PRC = People’s Republic of China, q = quarter, yoy = year on year. ASEAN = Assocition of Southeast Asian Nations, h = half year, q = quarcerly.
Source: CEIC Data Company. Source: ADB estimates using data from Haver Analytcs; CEIC Data Company; offical sources.

:
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Exports growth continued, on Al/electronics demand

and market diversification for some economies

Exports have risen further in the second half of the year, driven by
high-income technology exporters and despite a slowdown in the PRC.

Monthly Exports of Developing Asian Economies

—— High-income technology exporters —— PRC

—— Rest of developing Asia == DevelopingAsia

$,2023=100
140

130 4

100 -
Jan
2024

Jul Jan

2025

PRC = People’s Republic of China.

Notes: High-income technology exporters (HITE) indude Hong Kong, China: Republic of Korea; Singapore; and Taipei,China;
Developing Asia includes HITE, PRC, India, Indonesia, Malaysia, Pakistan, Philippines, Thailand, and Viet Nam.

Source: CEIC Data Company.

Exports growth was broad-based, with Taipei,China’s and Southeast
Asia’s US exports rising despite higher tariffs.

Changes in Exports to the US and the Rest of the World
(May—Jul, year-on-year %)

Exports to the rest of the world

Papua New Guinea
30 .

Uzbekistan . T
Hong Kong, China Phillppines et Nam @ Taipei China
’ .
Singapore
15
Kazakhstan PRG ° Thaitand
. . Bangladesh
Georgia rok * "¢ Cambodia
SriLanka ®  Malaysia®  ®Indonesia
0
Armenia fit /" -
- Palistan Myanmar
@ Eastasia
15 BruneiDarussalam Mongolia @ Southeast Asia
° @ South Asia
‘Azerbaijan
-30
-100 60 20 20 60 100
Exports to the US

PRC = People’s Republic of China, ROK = Republic of Korea, US = United States.
Note: Circles are proportional to the value of exports t the US, unless they are lower than §3.6 billon.
Sources: IMF. International Merchandise Trade Stadstics and CEIC Dat Company.

Financial market conditions remain broadly stable

US monetary easing supported Asian equities; currencies stabilized;
concerns over Al stock overvaluations prompted net portfolio outflows.
Equity Market Performance
= Developing Asia Equity, market-cap weighted
——Nominal EME US dollarindex

== Net Portfolio flow: DA excluding PRC

9 Net Portfolio flow: PRC

Index, 1Jan 2025 = 100
130

120

v

” Bs .\iwuuw\wwrwmm ) el Il HI? |H| W M ’ WM\ILI I M } :
. |

aoJan Feb  Mar Apr May Ju;025 Jul Aug Sep Oct Nov

Al = artifcial intelligence, PRC = People's Republic of China, DA = developing Asia, EME = emerging economies, MA = moving average.

: Developing Asia equity index is aggregated using market Equity data are as of :
Nominal EME US dollar index is as of 21 November; and Portfolio flow data are as of 20 November 2025. Equity indexes are in local
currency terms.

Sources: Bloomberg and IIF.

6

$billion, 30-day lagged MA
24

0.8

o

.0

Risk premiums widened modestly since the start of October
on average, butremain elevated in some economies.

Credit Default Swap Spreads
CDS spread, 24 Nov

Developing Asia B x 57.3
pakistan [ 415.7
Republic of Korea | 233
People’s Republic of China B x 46.8
Malaysia | 3 4238
VietNam | 3 89.7
India B x 430
Kazakhstan | S 895
Philippines | B3 642
Indonesia 762
= Change, 1Janto 24 Nov
Thailand X Change, 10ctto24Nov | X 444
Mongolia x N 2446
80 60 -40 20 0 20
Index points

CDS = credit default swap.

Notes: : Developing Asia average is aggregated using GDP PPP in current international dollars shares as weights.
Negative (positive) values indicates narrowing (widening) of spreads.

Source: Bloomberg.

14




AE

UH 1. 2026 S2Y HAZGH MY

Inflation slowed in Q3 even as growth accelerated in several
economies...

Change in GDP Growth vs. Change in Inflation, Q3 vs. HI 2025

A ininflation Yo (ppts)
® Indonesia

Viet Nafn_Malaysja
2 15 1 05 05 1 ® 15 2
o bRC Mongolia  ROK
® Philippines 0s
® Hong Kong,China
10
® Thailand

® India

20
A in GDP Growth YoY (ppts)

PRC = People’s Republic of China, ROK = Republic of Korea.
Notes: Change in mnamn @ zuzs inflation rate - Average Q1 and QZ mﬂanon Change in GDP gmwlh Q3 growth -
released Q3 Gl

nd Q:
Sources: CEKC Data Campa ny, aver Analytics.

..leading to several central banks to hold policy rate and some to

basis points mjan-Aug B Aug-Oct
300
200
; I I
0 IIIIII...-----_
-100
-200
°\@°->°o‘* e &F & & F ® FE S P S
F & &F & ’b\\\%é? \\rbﬁ\,s?Qé‘ﬁ@Q
§ T e\@ *9‘9‘0\;‘@ S
¢
@ <
PRC = People’s Republic of China, ROK = RepubllcalKorea
Notes: Change in policy rate (b ber 2025 policy \d-of- 2025 policy rate * 100. January to early April

2025 (dark blue bars) and post- uugusuo October 2025 (orange bars). Only economies which changed their policy rates from January
2025 through October 2025 are included.
Sources: CEIC Data Company.

7

cut further.

Change-in End-of-Month Policy Rates, January and October (bp)

The outlook for major advanced economies remains

broadly unchanged

The September growth forecasts are retained, while inflation
projections are slightly upgraded.

2024
Actual Sep

IGDP growth, %

Major advanced economies 17 1.4
United States 2.8 17
Euro area 0.9 12
Japan 0.1 11

Inflation, %

Major advanced economies 2.7 2.5
United States 3.0 28
Euro area 24 2
Japan 27 3.0

Brent crude spot prices,

laverage, $/barrel 81 67

Sources: Bloomberg; CEIC Data Company; Haver Analytics; IMF World Economic Oudook: Asian Development Bankestimates.

Markets expect US monetary policy to continue easing in 2026.

121022025 412902026

Meeting Date

911612026

Source: CME MarketWatch

Rice and oil prices are projected to decline on excess supply, with
oil further pressured by weak demand.

—— Brent crude —Rice, 5% Thai )
$[barrel $/metric ton
150 750
130 Forecasts
110

90 450
0 —
— 300
50
30 + 150
Jan  Jul Jan Jul Jan Jul Jan Jul dan il Average
2021 2022 2023 2024 2025 2025 2026

Sources: Bloomberg Focus Economics.
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Developing Asia’s growth forecasts are raised to 5.1%

in 2025 and 4.6% in 2026

The upgrades reflect growth acceleration in India, improved prospects for exports, and lower trade uncertainty.

GDP Growth Inflation
Subregion/Economy 2024 2025 2026 2024 2025 2026
Sep Dec Sep Dec Sep Dec Sep Dec
Developing Asia 51 48 51 45 4.6 2.6 17 1.6 21 21
Developing Asia excluding the
PRC 51 49 54 48 4.9 4.8 33 3.1 37 3.8
Caucasus and Central Asia 58 55 58 49 50 |68 77 8.0 66 71
Kazakhstan 50 53 5.8 43 45 8.7 10.5 112 8.4 95
East Asia 47 44 46 39 4.1 0.5 0.3 03 0.6 0.6
People's Republic of China 50 47 4.8 4.3 43 0.2 0.0 0.0 0.4 0.4
Hong Kong, China 25 22 34 20 26 17 16 1.6 16 1.6
Republic of Korea 20 08 0.9 1.6 1.7 23 1.9 21 1.9 2.1
Taipei,China 48 51 73 23 4.0 22 18 1.6 i3 3
South Asia 59 59 65 6.0 6.0 6.5 3.7 33 4.7 a7
India 65 65 72 65 6.5 46 3.1 2.6 4.2 4.2
Southeast Asia 48 43 45 43 44 3.0 25 24 27 2.8
Indonesia 50 49 50 50 Sl 23 17 17 2.0 2.5
Malaysia 51 43 45 42 43 18 18 1.6 2.2 22
Philippines 57 56 EION 5.7 53 32 18 18 3.0 3.0
Singapore 44 25 41 14 21 2.4 1.0 1.0 12 2]
Thailand 25 20 20 16 1.6 0.4 0.5 0.0 0.8 0.5
Viet Nam 71 67 74 6.0 6.4 37 28 3.9 3.8 3.8
The Pacific 38 41 41 34 3.4 1.9 3.0 25 34 34
9

Asia demonstrates stronger backward GVC linkages

although forward linages are increasing

Overall, Backward, and Forward Global Value Chain Participation Rates
a. Backward GVC Participation Rate b.Forward GVC Participation Rate c. Total GVC Participation Rate

E“ — g2 : =
gnl o g‘.,
~— Asia —— EU+UK North America Rest of World
Note: Participation rates are calculated as the share of forward global value chain activity in total value-added in the case of forward linkages and as the share of
backward global value chain activity in final production in the case of backward linkages. The total participation rate is calculated as the average of the forward and
backward indicator.
ADB by Wang etal. (2017).
Global Value Chain Participation Rates of Asia and the Pacific, by Selected Sectors
a. Backward GVC Participation Rate b. Forward GVC Participation Rate c. Total GVC Participation Rate
i g~ £
I i — = HA e

ticipation rates are calculated as the share of forward GVC activity in total value-added in the case of forward linkages and as the share of backward GVC.
activity in final production in the case of backward linkages. Global value chain position index s calculated as backward GVC activity divided by the sum of forward
and backward GVC activities, then multiplied by 100.

ADB. Multireg ;and getal. (2017).
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Asia’s regional value chains are deepening

Regional Value Chain Integration by Economy in 2017 Change in Forward and Backward Regional Value Chain
Integration by Economy, 2017-2024
100 E 40
wm Forward Regional Value Chain Index =
) W Backward Regional Value Chain Index g 30 o
g g
< 60 3
3
$ £ 20 T3
£ k- oz o
2 o o
2 g 10 o e S
g S o pre
. £ S I
0 £ o o w "o £ £ o - = =
8 £ € g =8 g8 £ @ s 2 8% 58 ] Q 2 o
BERREE TR EEENE RSN ERERERNE N 2 o
EE63¢ §9°5sfissssiet etz 3
<2®Ees 095 PResvs 8IS &z £5TFTS -10
e 53 2 5§~04 £ » 9 2 > £ o
8 o 2 53 & I 2 “ yon
H 2 £z 5 ©
£ H 2§ 8 20
@ -20 -10 o 10 20 30 40 50
Change in Forward Regional Value Chain Index (2017-2024) [%]
PRC = peapes Republicf China, Lao POR =10 PeoplesDemacraic Repubic, RIC= egonalvlue . PR = People’s Repubiicaf Chins, Laa POR =Lao Peopl’ Democratic Repub, RCregi .
Notes: The regional value chain i sing e e " ;
notrade n ! e ith -addedn he regional value chain indi calc :

i i zsmeshamuﬂurwzmgjuhawaue(ham(svc)x yin total value- - , . forward e ) et i
added in the case of forward linkages and f infinal in the case of backward addedin the case of forward linkages and o fonin the case of backward
linkages. linkages.

: from ADB. Multiregional Input Output Tables; )y Los and Timmer ) eulati g data from ADB. Mu tiegional Input Output Tables; y Los and Timmer
(2018). (2018).
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KRW moves along with

180 1,600
160 1,400
140,)-&‘\”___,..- 1,200
120.%_._”,.——'- 1,000
100 800
80
80 600
40 400
20 200
0 0

822 RSB II828NTS3RNRB8IINS

O8g8gg39g98g8ad=2IsSsNgggatdagygxgsdg3IssS

PR R-R-EaR-E-E-E=R=] SH OO0 49090 S - O S =

S S S0 dddddJdJdJIIP PP IIIIODO OO

NN NN N NN NN NN NNNNNNN NN NN NN NN

SO OO0 O0CODO0COO0COO0ODODO0COOOO0O O OO O OO

NN A NN NNNANNNNNNNTNANNNNN NN

e yen/dollar e \yon/dollar
Source: Bank of Korea, ECOS
12

17



2026 ol HATHS

FDI into Korea is declining

Foreign Direct Investment 2022 2023
FDI Inward Flow (million USD) 25,045 19,042 15,226
FDI Stock (million USD) 277,035 308,086 286,988
Number of Greenfield Investments 116 151 167
Value of Greenfield Investments (million USD) 13,011 16,962 7555

Source: UNCTAD, Latest data available, retrieved from Santander Trade

13 ADB

Risks in the global economic prospect

* Escalations in trade tensions and tariff uncertainty
= Could weigh on exports and investment.
* Financial market volatility and debt vulnerabilities

= Rising global interest rates or sharp asset price corrections could trigger capital outflows and debt
stress.

» Geopolitical risks
= Threaten regional stability; localized conflicts could erode investor confidence in some economies.

* PRC property market stress
= Worse-than-expected deterioration may dampen regional growth and pose financial stability risks.

* Slowing global demand and cooling technology cycle

= Would impact export performance, especially for economies reliant on electronics and Al-driven
sectors.

14 ADB|
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World E O L
Growth Projections

PROJECTIONS

Emerging and Developing Europe 35 18

Russia a3 0.6
Latin America and the Caribbean 2.4 2.4

Brazil 3.4 24

Mexico 14 10
Middle East and Central Asia 26 35

Saudi Arabia 2.0 a0
Sub-Saharan Africa aa a

Nigeria aa 3.9

South Africa os T
Memorandum
Emerging Market and Middle-Income Economies 4.3 aa 39
Low-Income Developing Countries. a2 aa 50

XI2: International Monetary Fund
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