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Global Trade Trends

Growth in Export Volumes
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» Developing countries have seen the fastest growth in trade — both

exports and imports.

« Trade in developing countries has also shown relative resilience in the
face of the recent financial crisis, but all countries have been affected.


Presenter
Presentation Notes
 World economy appears to be recovering from worst crisis – from a real GDP contraction of almost 2 percent in 2009 to an expected GDP growth of 3.5 percent in 2010 (Trade and Investment Report, 2010). So, trade should follow similar direction.
Developed economy – where financial crisis originated – were hardest hit. And prospects for recovery remain slow because of EU is lagging behind in recovery (e.g. Greece, Italy, Finland, etc.). 
Prospects for rapid sustainable growth in the near future is bleak due to depressed domestic demand owing to unemployment and low private consumption.
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Developing Economies Trade Flows — Export Growth

Growth in Export Volumes
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East Asia is far ahead of other developing economies in export growth
(in terms of volume), dominated by exports from China.

Asia weathered financial crisis quite well until 2008, but exports
declined in 20009.


Presenter
Presentation Notes
 Most South-East Asia economies started 2010 with very rapid growth rates, due to buoyant exports and strong domestic demand. The subregion’s GDP should expand by some 7 percent in 2010. South- and East- Asia also on track to return to pre-crisis growth rates.
South Asia – Afghanistan, Bhutan, Pakistan, India, Bangladesh, Nepal, Maldives, Sri Lanka
East Asia – China, Hong Kong, Japan, Macau, Mongolia, North Korea, South Korea, Taiwan
South-East Asia – ASEAN + Timor Leste
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Developing Economies Trade Flows — Import Growth

Growth in Import Volumes
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Consumption demand in Asia driving imports, which has shown signs
of slowdown in in late 2008/ early 2009 due to the financial crisis.


Presenter
Presentation Notes
South Asia – Afghanistan, Bhutan, Pakistan, India, Bangladesh, Nepal, Maldives, Sri Lanka
East Asia – China, Hong Kong, Japan, Macau, Mongolia, North Korea, South Korea, Taiwan
South-East Asia – ASEAN + Timor Leste
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China in East Asian Trade
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« Chinais clearly a dominant player in East Asian trade, as well as world
trade.


Presenter
Presentation Notes
East Asia – China, Hong Kong, Japan, Macau, Mongolia, North Korea, South Korea, Taiwan



GDP Growth
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« ASEAN has had impressive growth rates in the past few years, growing
at a rate far exceeding the rest of the world.
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ASEAN Trade Growth
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Significant rise in exports and imports in ASEAN, driven largely by
ASEAN-5 economies that have shown impressive growth rates.

Slowdown in 2009 because of financial crisis which affected trade
credit.


Presenter
Presentation Notes
All expectations are that growth will perk up back to the 2008 levels in 2010.


ASEAN'’s Trading Partners — Destination of Exports

2001 2009

ROW, 19.7%_\

ROW, 19.9% ____ China, 6.0%

China, 14.0%

Intra-ASEAN,

18.6% Intra-ASEAN,

USA, 20.5% 20.6%
USA, 12.6%

Chinese

Chinese o
Taipei, 2.6%

Taipei, 4.1% _—
Germany,
3.7%

India, 1.1%

—

Japan, 10.2%
Japan, 14.0% Germany,

3.1%
Republic of \-Hong Kong India, 3.2% Australia,  Republic of Hong Kong
Korea, 4.1% (SARC), 5.6% 4.1% Korea, 4.5% (SARC), 5.4%

Australia,
2.3%

Source: ITC Trademap Database, Nathan calculations. Values based on USD billions

* As expected — China is an increasingly important trading partner. In
fact, it is now the largest individual export market for ASEAN.

* Intra-ASEAN trade remains significant.



ASEAN'’s Trading Partners — Source of Imports

2001 2009
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« China now constitutes the largest individual import market for ASEAN,
substituting market shares of both Japan and the United States.

* Intra-ASEAN imports remain significant.
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Intra-regional trade

Intraregional imports and exports as a proportion of total trade, 2004—2006 averages
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» Developing Asian countries trade far more with each other than other developing
regions


Presenter
Presentation Notes
Intra-ASEAN trade has gone from  21 – 27 percent in the last 10 years.


ASEAN’s Export Patterns in 2009
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ASEAN's intra-regional as well as total exports are diversified between
primary and intermediate products.



Part Il : Investment


Presenter
Presentation Notes
FDI inflows to Developing countries rose more than 7 fold in the 1990s declining as economy slowed in the new century. Recognizing FDIs broad patterns and geography is essential to understanding how FDI fits in the developing world


Review of FDI Concepts

« Various financial components

— Equity capital: comprises of the shares of companies in countries foreign
to that of the investor.

— Reinvested earnings: includes the earnings not distributed to
shareholders but reinvested into the company.

— Intra-company debt: relate to financial transactions between a parent
company and its affiliates

 FDI Data
— Stock: refers o the value of capital and reserves plus net indebtedness

— Flow: refers to capital provided by or received from a foreign direct
investor to an FDI enterprise (inflow/outflow)

e Types

— Merger & Acquisition: A foreign company acquires an existing home
based company.

— Greenfield: a parent company starts a new venture in a foreign
country by constructing new operational facilities from the ground up
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Global Trend in FDI Inflows
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Developed economies dominate the market for FDI inflows.

Among developing economies, Asia has the largest share of FDI
inflows.


Presenter
Presentation Notes

Recipients of FDI:
FDI often cited as an indicator of globalization’ spread and influence
Most FDI flows to developing world are highly concentrated among a few countries – about 60% 10 countries. China gets some 25% of all inflows (yes 40% of this is HK). But country concentration appears to be weakening – 2000 top ten 73%; 2005 60% due to intensifying search for resources and spread of investment climate reform
Asia – powered by China’s high GDP growth rising steadily.
Europe and Central Asia – EU – Russia, Czech, Turkey , Ukraine, Poland, Hungary, Romania, Kazakhstan, Azerbaijan. EU accession for Eastern European and Baltic States principal FDI driver. Natural resources for others.
Latin America 1997- 2001 got 42% of inflows.
Africa – oil/mining largely Nigeria, Sudan, Angola, Equitorial Guinea and Chad. South Africa more diversified. Middle East/North Africa – Lebanon, Morocco and Egypt.






Sources of FDI:
OECD countries – historically US, UK, France, Netherlands, Japan
Among non OECD high income countries – Singapore, Taiwan and HK are important sources
South – South flows are increasingly significant – including from the BRIC countries



FDI by Type: M&A Vs. Greenfield Investments, 2007-20102
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Source: World Investment Report 2010, Nathan calculations
a/ 2010 data cover January to May for M&As and January to April for Greenfield investments.

» Difference between the type of FDI flowing into developed and
developing economies.

* Recent evidence suggests that M&A sales FDI into developing
countries has gradually been increasing because of less
expensive acquisitions in developing countries.



Which developing economy in Asia receives the most FDI?
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* No surprise — FDI inflows concentrated in China and Hong Kong.

 ASEAN, with the largest share of FDI inflows to Singapore, makes up
almost one-fifth of FDI to developing Asia.
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Singapore constituted nearly 9 percent of FDI flowing into developing
Asia, and is clearly the most attractive destination for FDI in ASEAN.



Source of FDI Flows Into ASEAN
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Doing Business — Average Rankings (2010)
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Source: World Bank Group, Doing Business Indicators, 2010. Averages of Individual Country Rankings

» Itis easy to see why ASEAN enjoys a generous flow of FDI based on
an overview of average rankings of the Doing Business Indicators



ASEAN Trade and Investment — what can we conclude?

 ASEAN has seen significant real GDP growth, reflected in both its demand for
imports and rise in exports. Much of this growth attributable to ASEAN-5
economies.

» As expected, China is an increasingly important trading partner with ASEAN,
both for exports and imports.

 But, ASEAN has also managed to keep a diversified portfolio of trade partners,
including significant intra-regional trade flows.

« ASEAN's portfolio of trade commodities is also diverse — including both primary
and intermediate goods — insuring against external shocks in one market or
industry.

 ASEAN constitutes a major share of FDI flowing into developing Asia.

« Enabling investment climate and growing proportion of educated labor force
makes ASEAN an attractive FDI destination.



Data Sources

« UNCTAD Stat
www.unctad.org/

 TradeMap
http://www.trademap.org

 World Bank World DataBank
http://data.worldbank.org/data-catalog

 World Investment Report, 2010

 Trade and Development Report, 2009 and 2010
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