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Stronger Export Growth Spurs Taiwanese Growth 

Data released today showed that real GDP in Taiwan rose 3.1 percent on a 

year-ago basis in Q3-2017 (top chart). The print topped the Bloomberg 

consensus forecast by nearly a full percentage point.  

In the advance print for GDP growth in Taiwan, both demand and supply 

side data are available for the economy. On the demand side, surging 

exports helped drive economic growth in the quarter (middle chart). 

Private final consumption and government expenditure growth were 

relatively steady, however, and fixed investment growth slid for the  

second straight quarter, falling from a 0.2 percent year-over-year pace in 

Q2 to a 7.8 percent contraction in Q3. Thus, despite the 3 percent plus print 

in the headline number, external rather than domestic demand accounted 

for the bulk of the faster growth. From the production side of the economy, 

output in all sectors accelerated in the quarter, with transportation/storage, 

manufacturing, wholesale/retail trade and finance/insurance seeing some 

of the sharpest pick-ups.  

As the top chart illustrates, the fortunes of the Taiwanese economy are 

closely linked to that of the global economy as a whole. Like many other 

Asian economies, international trade is critically important to Taiwan. 

Indeed, exports and imports are each equivalent to roughly 70 percent of 

GDP in Taiwan. The slowdown in global growth in 2015-2016 weighed on 

the Taiwanese economy, but the subsequent rebound in global trade has 

helped bring economic growth in Taiwan back to a 3 percent pace. We 

expect that the global expansion will remain intact through 2019, but a 

return to the supercharged global GDP growth rates of the last decade does 

not seem likely. We do not explicitly forecast real GDP growth in Taiwan, 

but the consensus looks for the Taiwanese economy to grow roughly  

2.2 percent per annum in real terms in both 2017 and 2018. Given the 

strong print this morning, there may be a bit of an upside risk to these 

forecasts now, but they broadly seem reasonable to us. 

Inflation Still Tame Amid Stronger Economic Growth 

Despite the faster economic growth, CPI inflation in Taiwan has remained 

relatively tame, with the headline index up 0.5 percent year-over-year 

through September and the “core” index up just 0.8 percent over the same 

period. The strength in the Taiwanese dollar has likely helped keep a lid on 

inflation in the import-reliant country; since its 2016 low, the Taiwanese 

dollar has appreciated more than 10 percent. With inflation under control 

and economic growth still far from surging, most analysts look for the 

central bank to keep policy on hold for the foreseeable future. Looking 

forward, our currency strategy team expects that the Taiwanese dollar will 

strengthen modestly further against the U.S. dollar as the greenback 

continues to lose ground vis-à-vis most other currencies. 
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Taiwanese Economy Accelerates in Q3-2017 
Real GDP growth in Taiwan rose to 3.1 percent year-over-year in Q3, marking the fastest pace of growth since 
Q1-2015 and offering further evidence of the firming global growth environment.   
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