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Personal Consumption Leads Modest Rebound 

Data released this morning showed the Taiwanese economy grew  

0.8 percent (not annualized) on a sequential basis in Q4 2015, a welcome 

respite after back-to-back quarterly declines in the prior two quarters. That 

said, the year-over-year growth rate remained in negative territory, as real 

GDP contracted 0.3 percent from a year earlier (top chart). All told, 

Taiwanese real GDP grew only 0.9 percent in full-year 2015, the slowest 

pace since the global recession in 2009.  

The modest rebound in quarterly growth was largely attributable to private 

consumption expenditures (PCE), although the 1.6 percent year-over-year 

growth rate in PCE is markedly lower than rates registered in recent years. 

Meanwhile, fixed investment spending dipped further into contractionary 

territory, declining 0.4 percent on a year-ago basis. Weakness in capital 

expenditures has coincided with anemic export activity. The 2.8 percent 

year-over-year drop in real exports outweighed the 1.6 percent decline in 

imports and caused net exports to subtract from overall GDP growth.  

The narrative of weak investment and export growth has characterized 

most recent readings on Taiwanese GDP. Given slow global growth and 

weak demand from its key trading partners, it comes as little surprise that 

export growth is floundering and manufacturers in a highly open economy 

like Taiwan are unwilling to expand capacity. Moreover, as Taiwan’s central 

bank has acknowledged, global value chains have been expanding at a 

slower rate, which suggests trade growth will likely remain subdued unless 

global growth rebounds significantly. Accordingly, export growth and 

factory sector activity should remain constrained for the foreseeable future.  

Will Taiwan’s Central Bank Cut Rates Further?  

Weakness in domestic economic growth amid an increasingly challenging 

global growth environment led Taiwan’s central bank to cut its policy rate 

by 12.5 bps in December. In its statement, the bank also cited a widening 

negative output gap and mild inflation expectations as an impetus for 

making monetary policy more accommodative. Indeed, as the bottom chart 

shows, inflation generally remains subdued at present. The headline rate of 

CPI inflation is only marginally positive, while the core rate has held below 

1.0 percent for the past nine months.  

We do not explicitly forecast GDP growth in Taiwan, but the consensus 

forecast looks for continued weakness in the first half of this year before 

only a modest rebound in the second half and beyond. If growth remains 

subdued and inflationary pressures remain muted, Taiwan’s central bank 

will likely maintain its accommodative monetary policy stance, and further 

rate cuts may be in the offing. Against a backdrop of expectations for 

additional Fed rate hikes in the coming quarters, our currency strategy 

team looks for modest declines in the Taiwanese dollar vis-à-vis the 

greenback over the medium term.  
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Taiwanese GDP Growth Remained Weak in Q4 
Taiwan’s economy expanded a solid 0.8 percent in Q4, but still posted negative year-over-year growth during 
the quarter. The economy grew just 0.9 percent in full-year 2015, the slowest pace of growth since 2009.  
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