ASEAN Economic Community (AEC) vs The Belt and Road
Initiative (OBOR): Challenges or Opportunities?
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The pattern of global trade

* The global economy has grown continuously since the Second
World War.

1. The collapse of communism led to the opening-up of many
former-communist countries - increased their share of world trade
(low production costs, especially their low wage levels).

2. The emergence of regional trading blocs, where members freely
trade with each other (European Union, NAFTA, AFTA, etc)

3. The emergence of newly industrialised countries like India and
China.
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;g/% World Trade Organization (WTO) &
= Trade Liberalization

~—
« WTO was established in 1995 (replaced the General

Agreement on Tariffs and Trade (GATT)).
* Purpose: to promote free and fair trade through multilateral
talks and negotiations, and to arbitrate between countries

that are in dispute.

Lack of progress in WTO:
WTO takes too long to arbitrate and settle disputes

1.
2. Favours the powerful and trading blocs (US / EU)

3. Failure to promote multilateralism
=> Countries started to opt for bilateral and/or regional

agreements
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10 ASEAN economies

“*AEC Blueprint: Signed in 2007
i = > T <*Defined: The AEC will “establish ASEAN as a single

— o [~ [ — : . . .
—— W i {3 market and production base with the goal of making
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B S ASEAN more dynamic and competitive.”
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the7BoliEnnd Road === | % 0One Belt One Road (OBOR) refers to the “Silk Road

the Silk Road Economic Belt and the 21st-Century Maritime Silk Road
e BEZE ST AN2A I 20585 | 2« 9% = e A g {

Economic Belt” and the “21st Century Maritime Silk Road”.

I Oerenark
Kingdom Rotterdam

4 9“’” e 1 O Yo e “*Itis Chinese President Xi Jinping’s signature world
P T ' | economic strategy - in late 2013.
T e L S wj e “*Purpose: To connect China with the rest of Asia, Africa
m m [T mg*\'" and Europe via land and sea.
T iy s m “*Five areas of cooperation with Belt and Road countries
% Jakarta

and regions: policy, infrastructure, trade, finance and

. (&) Maritime Silk Road

people.

" Map Data @2015




THE BELT ANMND ROAD IIMNMITIATIVE MAP
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Silk Road Economic Belt

- The land-based Silk Road Economic Belt begins in Xi’an, China, and linking up with the rest of
Central Asia, Europe, the Middle East and Russia.

- The Silk Road Economic Belt focuses on connecting China to Europe through Central Asia and

Russia, the Persian Gulf through Central Asia and South East Asia, South Asia and the Indian
Ocean.

21st Century Maritime Silk Road

- The Maritime Silk Road will complement the Silk Road Economic Belt, focusing on utilising sea
routes and Chinese coastal ports to link China with Europe via the South China Sea and the Indian
Ocean, and the South Pacific Ocean through the South China Sea.
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Silk Road Economic Belt 271 Century Maritime Silk Road

Inside China:

The “Silk Road Economic Belt” includes 12 provinces and one municipality, namely Xinjiang, Shaanxi, Gansu, Ningxia,
Qinghai, Inner Mongolia, Heilongjiang, Jilin, Liaoning, Guangxi, Yunnan, Tibet and Chongqing.

The “21st Century Maritime Silk Road” includes four provinces and one municipality, namely Fujian, Guangdong, Zhejiang,
Hainan and Shanghai.

Outside of China, over 50 countries are along the “belt” and the “road.” They include:

Asia: Philippines, Vietnam, Cambodia, Thailand, Malaysia, Singapore, Brunei, Indonesia, Myanmar, Nepal, Bangladesh, India,
Pakistan, Sri Lanka, Mongolia, Maldives, Kazakhstan, Kyrgyzstan, Tajikistan, Uzbekistan, Iran, Kuwait, Bahrain, the United
Arab Emirates, the Sultanate of Oman, Qatar, Israel and Saudi Arabia, Hong Kong, Macau, Taiwan.

Africa: Kenya, Sudan, Egypt and Djibouti.

Europe: Russia, Georgia, Armenia, Azerbaijan, Cyprus, Turkey, Greece, Italy, Switzerland, Austria, Hungary, Serbia,
Romania, Moldova, Germany, the Netherlands.
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Opportunities 1: Strong Macroeconomic Fundamentals

Table A4. Emerging Market and Developing Economies: Real GDP
{Annual percent change)

Average Projections
1998—2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 20017 2021
Emerging and Developing Asia 7.6 7.2 7.5 9.6 7.8 6.9 6.9 6.8 6.6 6.4 6.3 6.4
Bangladesh 5T 55 53 6.0 6.5 6.3 6.0 6.3 6.4 6.6 6.9 6.5
Bhutan i 10.8B 5.7 9.3 101 6.4 4.9 6.4 i.7 8.4 8.6 7.5
Brunei Darussalam 2.0 —2.0 —1.8 2.7 3.7 0.9 —2.1 —2.3 —0.2 —2.0 3.0 6.8
Cambodia 9.3 6.7 0.1 6.0 7.1 7.3 7.4 7.1 6.9 7.0 7.0 6.7
ina 9.9 9.6 9.2 106 9.5 £ . L] 0.9 6.0 0. 6.0
i 23 1.0 1.4 3.0 2.4 1.4 4.7 2.3 4.3 29 4.9 3.0
India 7.1 3.9 85 10.3 6.6 5.6 6.6 7.z 7.3 7.5 7.5 7.8
[Indonesia 7 74 47 G.4 6.2 6.0 5.6 5.0 4.8 4.9 5.3 6.0 |
Kiribati 19 —1.B 0.3 —1.6 0.5 5.2 5.8 24 4.z 27 25 20
Lao PD.R. 6.3 7B 75 81 8.0 79 8.0 74 7.0 74 74 7.3
Malaysia 42 48 -1.5 7.5 8.3 5.5 4.7 6.0 5.0 44 4.8 5.0
Maldives 8.8 127 -5.3 7.2 8.7 2.5 4.7 6.5 19 3.5 3.9 47
Marshall Islands 1.8 —A.7 6.2 1.3 4.0 1.9 —1.1 1.0 1.6 1.8 1.8 1.3
Micronesia 1.0 —2.2 1.0 3.5 1.8 —0.5 —3.6 —3.4 —0.2 1.1 0.7 0.6
Mongolia 8.7 7B —2.1 7.3 173 12.3 11.6 79 2.3 0.4 2.5 7.2
[Myanmar 12.0 3.6 5.1 5.3 5.6 7.3 8.4 8.7 7.0 8.6 7.7 7.7 |
Nepal 3.8 6.1 45 48 3.4 4.8 4.1 54 3.4 0.5 4.5 3.8
Palau oo —5.6 —8.1 3.3 8.0 3.2 —2.4 42 9.4 2.0 5.0 3.0
inea 24 6.6 6.1 Fii 10.7 8.1 5.5 8.5 9.0 31 44 3.3
Philippines 42 42 1.1 7.6 3.7 6.7 [A 6.1 5.8 6.0 6.2 6.5]
Samoa 3.7 29 —£.4 -1.4 9.4 0.4 —1.9 1.2 1.7 1.2 0.1 1.9
Solomon Islands 1.1 7.1 —4.7 6.9 129 4.7 3.0 2.0 3.3 3.0 33 3.2
Sri Lanka 43 6.0 3.5 8.0 8.4 a1 3.4 45 5.2 5.0 5.0 5.0
[ Thailand 3.8 1.7 =1 i.5 0.8 7.2 2.7 0.8 2.8 3.0 3.2 3.0]
Timor-Leste* e 142 13.0 9.4 9.5 6.4 2.8 5.5 4.3 5.0 5.5 5.5
Tonga 12 27 3.0 3.2 1.8 —14 —0.6 2.0 2.6 2.8 26 1.8
Tuvalu oo 8.0 4.4 2.7 8.5 0.2 1.3 22 2.6 3.9 1.9 1.7
Iian.l.la.t!.l 2.5 6.5 3 1.6 1.2 1.8 2.0 2.3 —0.8 45 4.0 25
Vietnam 6.8 5.7 4 G4 6.2 5.2 5.4 6.0 6.7 6.3 6.2 6.2 |

)

Source: International Monetary Fund (2016). World Economic Outlook, April 201
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Opportunities 2: Open, flexible economies with

diversified export structures

Table V.25.
Ten Major Export Commodities of ASEAN to ASEAN by 2-digit HS Code, 2012-2013

2012 2013
HS Commodities Value Share HS Commodities Value Share
(1) =2 = (=4 =) (=] L) ] [E=1]
r Mineral fuels, mineral oils and products of their 54, 2010 26.0 27 Mineral fuels, mineral oils and products of their B7.461.2 265
distillation; bituminous substances; mineral distillation; bituminous substances; mineral
WaNes WEKES
55 EBElectrical machinery and equipment and parts 55,0502 i5.2 55 Electrical machinery and eguipment and parts &1.7041.0 is.7
thereof; scund recorders and reproducers, thereof; sound recorders and reproducers,
television image and sound recorders and television image and sound recaorders and
reproducers, and parts and accessories of reproducers, and parts and accessones of
such articles such articles
54 Muclear reactors, boilers, machinery and 40,5712 12.5 54 Muclear reactors, boilers, machinery and 40,215.3 12.2
mechanical appliances; parts thereof mechanical appliances; parts thereof
87 Vehicles other than raibway or trarmwway rolling- 14,465.5 4.5 el ] Plastics and articles thereof 13,2721 4.0
stock, and parts and accessories thereof
30 Plastics and articles thereof 12.516.9 3.9 87 Wehicles other than raillway or trarmsay rolling- 13,135.3 4.0
stock, and parts and accessories thereof
20 Organic chemicals FA75.0 2.2 20 Organic chemicals T.e10.7 2.3
a0 Optical, photographic, cinematographic, &,610.0 2.0 a0 Optical, photographic, cinematographic, 6,.68686.5 21
measuring, checking, precision, medical or measunng, checking, precision, medical or
surgical instruments and apparatus; parts and surgical instruments and apparatus; parts and
accessories thereof accessores thereof
15 Animal or vegetable fats and oilz and their B,003.3 1.0 73 Articles of iron or stee 5,890.0 18
cleavage products; prepared edible fats; animal
or vegetable waxss
73 Articles of iron or stesl 5,666.0 1.7 40 Bubber and articles thereof 5,061.5 1.5
40 Rubber and articles thereof 5,600.0 1.7 72 rom and steel 4 502.8 1.4
Ten Major Commodities 241,958.0 4.7 Ten Major Commodities 246,019.2 74.5
Others 81,8971 25.3 Others 84,208.9 25.5
Total 323,855.0] 100.0 Total 320,31841 | 100.0
Source: ASEAN Trade Statistics Database as of 4 December 2014
Mote Value is in USS$ Million; Share is in 3%




Opportunities 2: Open, flexible economies with

diversified export structures

Table V.26.
Ten Major Import Commodities of ASEAN from ASEAN by 2-digit HS Code, 2012-2013

2012 2013
HS Commodities Value Share HS Commodities Value Share
(1] 2 3 [Sh =) 153 ¥} (5]
27 Mineral fuels, mineral oils and products of their 54 5517 aon.s 27 Mineral fuels, mineral oils and products of their 56,2752 31.0
distillation; bituminous substances; mineral distillation; bituminous substances; mineral
WaNSS waxes
85 Electrical machinery and equipment and parts 52,348.5 18.8 85 Electrical machinery and eguipment and parts 52,6201 10.3
thereof; sound recorders and reproducers, thereof; sound recorders and reproducers,
televizion image and sound recorders and telewvizion image and scund recorders and
reproducers, and parts and accessories of reproducers, and parts and accessories of
such articles such articles
5 MNuclear reactors, boilers, machinery and 25,0743 104 54 Muclear reactors, boilers, machinerny and 27.355.6 as
mechanical appliances; parts thereof mechanical appliances; parts thereof
87 Wehicles other than raibway or trameeay rollimg- i1,860.6 4.3 87 Wehicles other than railway or tramway rolling- 11,795.9 4.2
stock, and parts and accessones thereof stock, and parts and accessores thereof
39 Plastics and articles thereof 10,054 .4 3.6 39 Plastics and articles thersof 10,7472 3.9
20 Owrganic chemicals 58357 241 20 O rganic chemicals 56,4975 2.3
71 Matural or cultured pearls, precious or semi- 57102 241 71 Matural or cultured pears, precious or semi- 4 9564 0 18
precious stones, precicus metals, metals precicus stones, precious metals, metals
clad with precicus metal, and articles thereof; clad with precious metal, and articles thereof;
imitation jewellery; coin imitation jewellery; coin
15 Animal or wvegetable fats and oils and their 5,433.6 2.0 40 Rubber and articles thereof A TA2 T 1.7
cleswvage products; prepared edible fats; animal
or wegetable waxes
40 RPubber and articles thereof 5,085.6 1.8 73 Articles of iron or stes 4 5362 1.6
a0 Optical, photographic, cinematographic, 4. 4501 1.6 a0 Optical, photographic, cinematographic, 4,494 3 1.6
measuring, checking, precision, medical or measuring, checking, precision, medical or
surgical instruments and apparatus; parts and surgical instruments and apparatus; parts and
accessories thereof accessories thereof
Ten Major Commuodities 213,728 T6.8 Ten Major Commodities 215,028 7 7r.3
Others 64,410.4 23.2 Others 63,211.6 227
Total 278.193.2] 100.0 Total 278,240.2 | 100.0
Source: ASEAM Trade Statistice Database as of 4 December 2014
Mote Value is in USS$ Million; Share is in %




Table V.31.
Ten Major Export Commodities of ASEAN to China by 2-digit HS Code, 2012-2013

2012 2013
HS Commeodities Value Share HS Commeodities Value Share
(1 = 3 [ 5] ] 7] &)
85 Electrical machinery and equipment and parts 35,020.2 25.3 55 Electrical machinery and eguipment and parts 30,320.0 258
therecf; scund recorders and reproducers, thereof; sound recorders and reproducers,
television image and sound recorders and television image and sound recorders and
reproducers, and parts and accessaories of reproducers, and parts and accessones of
such articles such articles
27 Mineral fuels, mineral oils and products of their 21,8017 5.2 27 Mineral fuels, mineral oils and products of their 21,2238 12.0
distillation; bituminous substances; mineral distillation; bituminous substances; mineral
wWaKes WENES
54 Muclear reactors, boilers, machinery and 16,185.3 114 54 Muclear reactors, boilers, machinery and 13,765.2 Q.0
mechanical apphances; parts thereof mechanical appliances; parts thereof
40 Rubber and articles thereof 12,402.8 8.7 40 Rubber and articles thereof 12,177.5 8.0
39 Plastice and articles thereof 8,337.7 5.0 39 Plastics and articles thereof 9.266.7 6.1
20 Chrganic chemicals 7,.301.0 5.2 20 Organic chemicals 85,2261 54
15 Animal or vegetable fats and oils and their T.2B6.2 51 15 Animal or vegetable fats and oils and their 5.640.5 3.7
cleavage products; prepared edible fats; anima’ cleavage productis; prepared edible fats; animal
or vegetable waxes or vegetable waxes
26 Chres, slag and ash 3,731.6 26 26 Ores, slag and ash 5516.0 36
ao Optical, photographic, cinematographic, 2.7BE6.5 1.0 a0 Optical, photographic, cinematographic, 3,330.7 2.2
measuring, checking, precision, medical or measuring. checking, precision, medical or
surgical instruments and apparatus; parts and surgical instruments and apparatus; parts and
accessories thereof accessories thereof
44 | Wood and articles of wood; wood charcoal 2.581.3 1.8 44 Wood and articles of wood; wood charcoal 3,307 4 2.2
Ten Major Commodities 118,204 1 83.3 Ten Major Commodities 121,783.7 79.8
Others 23,687.9 16.7 Others 30,761.8 20.2
Total 141,892.0| 100.0 Total 162,645.5 | 100.0
Source : ASEAN Trade Statistics Database as of 4 December 2014
MNote Value is in US$ Million; Share isin %
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Table V.32.
Ten Major Import Commodities of ASEAN from China by 2-digit HS Code, 2012-2013

2012 2013
HS Commodities Value Share Hs Commodities Value Share
(] 2 = (4} 5) ¥l (7] &)
85 Electrical machinery and equipment and parts 53646.3 30.2 55 Electrical machinery and equipment and parts 62,4260 1.5
thereof; sound recorders and reproducers, thereof; sound recorders and reproducers,
television image and sound recorders and television imags and sound recorders and
reproducers, and parts and accessories of reproducers, and parts and accessories of
such articles such articles
84 Muclear reactors, boilers, machinery and 373470 21.0 54 Muclear reactors, boilers, machinery and as, 7o1.2 19.5
mechanical apphances; parts thereof mechanical appliances; parts thereof
T2 Iron and stee 5,424.5 4.7 72 ron and steel 9, 729.2 4.9
T3 Articles of iron or steel 6,204 .4 3.5 27 Mineral fuels, mineral cils and products of their 85,1501 4.1
distillation; bituminous substances; mineral
WEAXES
27 Mineral fuels, mineral oils and products of their 5,714.0 3.2 73 Articles of iron or stee 6,364.5 3.z
digtillation; bituminous substances; mineral
WENSS
30 Plastics and articles thereof 4,836.3 27 30 Plastics and articles thereof 5.653.3 29
20 COrganic chemicals 3,704.0 241 20 Organic chemicals 4169, 241
a0 Optical, photographic, cinematographic, 3,3256.3 1.0 g7 Vehicles other than railway or tramway rolling- 3,753.8 1.9
measuring, checking, precision, medical or stock, and parts and accessories thereof
surgical instruments and apparatus; parts and
accessories thereof
BT Vehicles other than railway or tramway rolling- 31607 1.8 aa Optical, photographic, cinematographic, 3,544.4 18
stock, and parts and accessories thereof measuring, checking, precision, medical or
surgical instruments and apparatus; parts and
accessones thereof
55 Man-made staple fibres 27231 1.5 7B Aluminum and articles thereof 26306 1.3
Ten Major Commodities 12901765 T2.7 Ten Major Commodities 1451324 73.3
Others 48, 416.3 27.3 Others £52.830.4 26.7
Total A77,6592.8| 100.0 Total 197,962.8 | 100.0
Source : ASEAN Trade Statistics Database as of 4 December 2014
MNote Value is in USS Million; Share isin %
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Opportunities 3: Large FDI inflows and regional production

networks

FDI inflows, by region, 2013—2015 (Billions of dollars)

54
468
431
176

W 203 204 B 2015

a5
52 58 54 . 56 .0
[ | [ | ™
Developing Asia North America Latin America and Africa Transition
the Caribbean econamies

Source: ©UNCTAD, FOMMMNE database (www unclad_org/Tdistatistics).

FDI inflows in selected megagroupings, 2014 and 2015 (Eillions of dollars and per cent)
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Opportunities 3: Large FDI inflows and regional

production networks

FDI flows, by region and economy, 2010—-2015 (Millicns of dallars)
FiD imflowws:
Regionfecomomy 2010 2011 2012 2013 2014 2015

Asia A1Z A0F 426 FO2 4090 553 2 431 412 467 935 540 722
East and Sowh-East Asia 314 152 329 518 2S20 587 2350266 2383 190 447 576
E=st Asia 203 S7Fe 233 570 213 101 Z21 SFF  Zea a0F 322 144
China 114 734 1239385 121080 123 11 128 S0 135 610
Harng Kang, China 7= 310F o6 Z12= TO Ed41s T4 S5 114 055 174 S02=
“;';;'p;f.':ﬁm o 14° 1267 2z agr aas s3°
Korea. Republic of @ a7 a Fvyas o 4oE 12 TETe @ 274" 5 Daz=
Macaop, China 2 a3l T26 = BO4 a4 527 3 204 a oow=
rAorgolia 1 sal a4 TFIS 4 453 = 140 aaz 105
Teiwan Provincs af = gz -1 asw = 2o 3 soas = aage 2 4u5e
Soauth-East Ssia 110 sS7 as 939 116 391 178 E=e 124 FO92 125 732
Brursei Darnss=larm aa &9 BG5S TS s5a 73
Cambodia 1 3az 1 arz= 1 B35 1872 1 720 1 Fon
Irdenesia 13 771 19 241 19 136 16 817 21 866 15 508
"; F"“‘“;Ef P T =01 zo4 AZT 721 1 zz0m
Mal=rysia = 06O 12 19a o 239 12 115 10 877 11 121
PAy=nmar 5 GEo 1 112 407 S84 946 2 524
Prilippines 1 o 1 asz = 440 = A0 &a13 5 234
Singapore 55 076" a8 3209 57 1500 oS meETe B& 406 BS 2E2
Thait=nd 14 568 azv 16 517 16 B5z 3 5ary 10 845
Timor-Lasba F=t- a7 =0 S A9 43

Wiat Mam 8 000 ¥ 519 B 368 & SO0 @ 200 11 800
South Asia a5 e a4 352 32 413 35 2o A1 446 50 435
Afgnanist=n 211 az =¥ &0 S5aq= 5=
Bangladash a1z 1 136 1 zos 1 Soo 1 551 2 235
Bhustan 5 29 =) 14 az 12
India 27 AT a6 190 =4 106 SE 100 a4 582 44 208
Iran. Isl=mic Repubic of 3 sao a 277 4 662 = oS0 2 105 2 osoF
rAakdivas e 424 226 251 aaa =z4
Mapal a7 as oz 71 ao 51
Paksistan 2 o2z 1 162 B50 1 333 1 ass BES

Sri Lank= A7 a55 (=] P = a9 531



Opportunities 4: Strong record of macroeconomic &
financial cooperation initiatives

Silk Road Infrastructure Fund - Launched in February 2014 - China-led US$40bn Silk Road
Infrastructure Fund

Asian Infra Investment Bank (AlIB) - Founded in October 2014 - 57 countries have signed the

AlIB Articles of Agreement to be founding members, which involved with registered capital of
USS100bn. AlIB was established to support infrastructure construction in the Asia-Pacific region.
New Development Bank - Established on 15 July 2014, by Brazil, Russia, India, China and South Africa
The bank was seeded with USS50bn initial capital, with the intention to increase capital to US$100bn.

HE SIGNING CEREMONY OF Tt A Chinese Direct Investment Abroad
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Asian Infrastructure Investment Bank founding members.pptx
Asian Infrastructure Investment Bank founding members.pptx

Opportunities 4: Strong record of macroeconomic &
financial cooperation initiatives

Potential financial opportunities for infrastructure projects

- Financial institutions / banks would provide the financing via
bonds, stocks and IPOs for Chinese companies seeking funding.

The China-Pakistan Economic Corridor - 3,000-kilometre corridor spans from Kashgar in Xinjiang
to Pakistan’s Gwadar port.

Aim: To build highways, railroads, gas and oil pipelines as well as communication cables along the
corridor - worth USS46 billion.

The Mombasa-Nairobi Railway - It will span 2,700 kilometres and is expected to cost US$25
billion.

Other infrastructure projects - Jakarta-Bandung Railway in Indonesia, the Moscow-Kazan Railway,
the Kunming-Vientiane Railway, the Kunming-Bangkok Railway, Kuantan-China Industrial Park and

the China-Belarus Industrial Park.
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Opportunities 5: Huge market potential

**A population of over
600 million people and
a combined GDP of
USS$2.3 trillion.

ik
-/.-ﬁ Economxe

A highly competit
economic region

With a combined GDP of
USS$2.6 trillion in 2014, Asean
was the 7th largest in the
world and the 3rd largest in
Asia

at a glance

'Popu lation
A fully integrated
community
1IN 2014 Asean was the 3rd
largest market in the world
with million people
behind only China and India

rade
A more integrated
market

Total trade Increased b
nearly USs 1 trillion between
2007 and 2014, with
Intra-Asean trade comprising
the largest share of Asean’s
total trade by partner

Source: Asean Secretariat

Asean: Economic community

@EDcon nectivity
A more connected

FDI
A world class investment
community

destination

Asean attracted Uss 136 =
billion in FDI in 2014,
accounting for 1T1% of
global FDI inflows, up from
only 5% in 2007

Annual tourist arrivals were up to 62 million in
2007 to 105 million in 2014, almost halfof
which were intra-Asean

= The rate of Internet subscription more than
doubled from T1.8 per 100 inhabitants in 2007
to 28.6 in 2014

@The Star Graphics

New Silk Roads | China is assembling new trade routes, binding other regions closer to it

Moscow BhSSIA Taishet
-
Rotterdam Irkutsk -
NETH KAZAKHSTAN
o
i MONGOLIA >
S- Hol ONG —
Venice Beyneue, & \_ Dading
ITALY Aktau UZBEK = . & “Nakhodka
GREECE c Beijing® 9 N. KOREA
Athens U RISMERN AJ
CHINA —
IRAN

Proposed Silk PAK
L s EGYPT Kunming st
—— Silk Road Calcutta. MYANE 2

Economic Belt 2 7.~
—— 21st-Century INDIA I Paeti

Maritime Silk Road Kyaukpyu cea
Pipelines -
—— Crude oil il oHi
—— Natural gas CANKA
wweees Proposed/ Colombo

under construction KENYA
Ralirond INDONESIA
entry points Nairobi
©Existing 3 Proposed Jakarta!

Sources: Xinhua (Silk Road routes); U.S.

Department of Defense, Gazprom, Transneft (pipelines); United Nations (rail entry points)

The Wall Street Journal

**The initiative involves more
than 50 countries with a
collective GDP of USS2 trillion
and affect 4.4 billion people.
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Opportunities 6: Potential to develop regional hubs in various
new areas (education, health, logistics, tourism, finance)

Logistics Industry - Transport infrastructure and supporting services

* Road and Freight Transport - Freight and logistics companies will benefit from enhanced
commitments that support integrated logistics supply chains.

* Singapore — logistic hub - Chinese enterprises have increased their investments into Singapore’s
infrastructure.

* Logistics and supporting transport services, such as transportation document preparation services,
cargo handling, storage and warehousing, materials and stock management, packing, freight

brokerage and freight inspection services are key elements to efficient, integrated and seamless

supply chains. Ease Expansion Across the Supply Chain

“Though [the] TPP will not impact us directly, it would positively impact our customers, which would
create opportunities for us to assist them to compete more effectively in terms of cost containment and
revenue enhancement.”

Tourism Industry

* Countries are more interconnected - greater increase in the number
of people travelling for leisure or business

* Visa applications between the countries along the Belt and Road /
ASEAN.




Opportunities 6: Potential to develop regional hubs in various
new areas (education, health, logistics, tourism, finance)

Clean Energy Industry
 Aleading clean energy hub - a reference market for the trial of their products and
services before expanding to neighbouring countries in the region.

Food and Beverage (Halal) Industry
* Aleading Islamic food / product hub

Professional Services , ,_,, 7 ;~r~ _Lm\ .\

* Toincrease the opportunities for professional services firms (financial services,
architecture, accountancy, etc)

Others

* Energy, chemicals, transportation, medical equipment, construction, machinery and a

range of services
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Challenges / Weaknesses /
Threats



Challenges 1: Huge Development Gaps

Countries involved feature far greater diversity in terms of economic
development.

- .

- AEC - middle-income developing countries; and least-developed countries.

Country Income Groups (World Bank Classification)

=
-,

.
~. CentralAsia = .
- 7_,-1\_-}:\\ .

Country Income Groups

B Low income - $1,045 or less
Lower middie income - $1,046-$4,125

[ upper middle income - $4,126-$12,735
B High income: nonOECD - $12,736 or more

M High intome: OECD - $12,736 or more
Year 2016

Silk Road Economic Belt 271" Century Maritime Silk Road
Soutce: The Warld Bank Groun
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Challenges 2: Disparity in governance and rule of law
» Legal and regulatory system in some economies can be opaque, inconsistent,
and arbitrary.

What Aspects of the TPP are Impartant to Your Company?
ASEAN Business Outlook Survey 2015
588 executives — small, medium and large US
companies in all 10 ASEAN companies

- E Requiatory conerence
AmCham U.S. CHAMBER OF COMMERCE |
R Intelectual property protection and enforcement
Challenges

Trade facitation and logistcs/supply chain

“Government compliance with ASEAN requirements is intentionally slow or nonexistent.”

“[The blenefits of integration are still a long way off in terms of people and infrastructure.”
Enforceable investment rules and protection

Unclear Impact
“The framework is not yet clear enough to judge its impact.” o |
Level playing fied with state-owned enterprises




Challenges 3: Vulnerability to external shocks due to high degree of

OPENNESS

East Asian Financial Crisis (mid 1997)
Global Financial Crisis (2007-2008)
Exchange rate fluctuation (RMB vs ASEAN currencies)

Asian currencies performance v USS (25) before and after Rmb adjustment

5%
Aug 11: PBoC adjusts
Rrmb reference rate
1.92%6 weaker
A5

025

-2%6

—-A24

—62% Renminbi reference rate —_—"Onshore” renminbi
"Offshore'" renminbi Singapore dollar
— N dollar —Australian dollar
-8%4 MMalaysian ringgit Indonesian rupiah
Japanese yen Thai baht
Asia Dollar index 25
-10%%

Returns for the month to close on Aug 10, day before PEBEoC modifies Rmb reference rate



Challenges 4: Lack of harmonized policies to manage
crises

South China Sea dispute between China and ASEAN members: a New Threat?

International arbitration court - China has no historic title over the waters of the South China

Sea.

- CNN: The Philippines has turned down bilateral talks with Beijing over the South China Sea
dispute, after China's foreign ministry insisted a landmark court ruling against them...

Spratl

Isiarn
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trade association in assisting them integrate into the trading community and meet

Challenges 5: Meet Global Standards

» Businesses need to build up their internal capabilities and adopt best business
practices to be able to meet global standards.
* Asaglobal partner, SMEs/SMIs are required to work with local government /

global compliance standards.

Table 1.121: Fifteen countries with the most frequent agri-food import rejections and their import shares in 2010 (%)

Rank

1 China

2 United States
3 Viet Nam

4 Thaitand

5 Ghana

6 Ecuador

7 Indonesia
s Italy

aQ Rep. of Korea
10 Canada

11 India

12 France

13 Philippines
14 Brazil

i5 Australia

Note: Ranking is according to total cases during 2006-2010 for Japan, 2003~

United States

Japan

Import share

14.0
24.4
1.7
6.1
0.2
0.3
1.8

1.2
2.9
6.4
1.5
2.6
2.0
4.0
7-1

Australia

China
Japan
India
United States
Thailand
italy

Philippines

Rep. of Korea
Malaysia
Viet Nam
Indonesia

France
UK
South Africa

Sri Lanka

6.9
0.6
1.6

10.6
7-0
4.1

o.4

o.7
4.2
2.9
1.8
3.2
3.2
°.9
o4

EU

Iran
Turkey
China
India
United States
Thailand

Brazil

Argentina
Viet Nam
Indonesia
Egypt
Ghana
Morocco
Ukraine

Nigeria

2010 for Australia,

0.3
3.5
5.2
3.0
7-6
2.6

8.4

4.2
2.1
3.1
0.6
0.3
2.8
1.6

0.6

United States
Import share

Mexico
India
China
UK
Canada
Viet Nam

Dominican
Republic

Thailand
Japan
Indonesia
Rep. of Korea
Philippines
France
Italy

Pakistan

2002-2010 for the EU, and 2002

15.4
1.9
6.4
2.2
16.6
2.0
0.5
5.2
0.8
2.4
°.5
1.2
3-5
3.5
0.1

—~2010 for the
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Common Purpose(s), Pros and Cons by FIE Structure Type

Common Purpose(s)

Foreign-invested Entity (FIE)
Structure Type

Paves way for future investment
Must recruit staff from local agency

Market research - Easiest foreign investment structure -
Liaise with home country companies to set up -
- No registered capital Requirement

Representative =
Office (RO) -

Wholly - Manufacturing - Greater freedom in business activities - Registered capital requirement
Foreign owned - Service provision than RO - Lengthy establishment process
Enterprise (WFOE) - Trading - 100% ownership and management

control
Joint Venture (JV) - Entering industries that by law require - See common purpose(s) - Split profits

Less management control than a WFOE
Technology transfer/IP risks
Inheriting partner liabilities

a local partner -
- Leveraging a partner’s existing facilities, -
workforce, sales/distribution channels -

Foreign invested Partnerships
(FIP)

Investment vehicle
Service provision

Allows for domestic and foreign
ownership

Easier setup (does not require
registered capital verification)
Substantial tax savings

Unlimited liability of the general partner
Newness of structure (potential challenges with
taxation or foreign currency exchanges)






