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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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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:  
1. WTO takes too long to arbitrate and settle disputes  
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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Transatlantic Trade and Investment Partnership (TTIP) 

Trade in Services Agreement (TISA) 
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10 ASEAN economies 

AEC Blueprint: Signed in 2007 

Defined: The AEC will “establish ASEAN as a single 

market and production base with the goal of making 

ASEAN more dynamic and competitive.” 

 

One Belt One Road (OBOR) refers to the “Silk Road 

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

It is Chinese President Xi Jinping’s signature world 

economic strategy - in late 2013.  

Purpose: To connect China with the rest of Asia, Africa 

and Europe via land and sea.  

Five areas of cooperation with Belt and Road countries 

and regions: policy, infrastructure, trade, finance and 

people. 
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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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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. 



AEC vs Belt & Road:  
Challenges or Opportunities?  
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Source: International Monetary Fund (2016). World Economic Outlook, April 2016.  

Opportunities 1: Strong Macroeconomic Fundamentals 



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

diversified export structures 
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Opportunities 2: Open, flexible economies with 

diversified export structures 
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Opportunities 3: Large FDI inflows and regional production 

networks 
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Opportunities 3: Large FDI inflows and regional 

production networks 
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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 (AIIB) - Founded in October 2014 - 57 countries have signed the 

AIIB Articles of Agreement to be founding members, which involved with registered capital of 

US$100bn. AIIB 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 US$50bn initial capital, with the intention to increase capital to US$100bn.  

 

Asian Infrastructure Investment Bank founding members.pptx
Asian Infrastructure Investment Bank founding members.pptx
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Opportunities 4: Strong record of macroeconomic & 

financial cooperation initiatives 

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 US$46 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. 

Potential financial opportunities for infrastructure projects 

- Financial institutions / banks would provide the financing via 

bonds, stocks and IPOs for Chinese companies seeking funding. 
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Opportunities 5: Huge market potential 

A population of over 

600 million people and 

a combined GDP of 

US$2.3 trillion.  

The initiative involves more 

than 50 countries with a 

collective GDP of US$2 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. 

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. 



21 

Clean Energy Industry 

•  A leading 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  

• A leading Islamic food / product hub  

Professional Services  

• To increase the opportunities for professional services firms (financial services, 

architecture, accountancy, etc) 

Others  

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

range of services 

Opportunities 6: Potential to develop regional hubs in various 

new areas (education, health, logistics, tourism, finance) 
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Challenges / Weaknesses / 

Threats  
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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. 

China 

South 
East Asia 

Central Asia 

South Asia 

West Asia 

Europe 

Mediterranean Sea 
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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. 

ASEAN Business Outlook Survey 2015 
588 executives – small, medium and large US 
companies in all 10 ASEAN companies  
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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)  
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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…  
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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. 
• As a global partner, SMEs/SMIs are required to work with local government / 

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

global compliance standards. 
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Foreign-invested Entity (FIE) 

Structure Type 

Common Purpose(s) Pros Cons 

Representative 

Office (RO) 

- Market research  

- Liaise with home country companies 

- Easiest foreign investment structure 

to set up 

- No registered capital Requirement 

- Paves way for future investment 

- Must recruit staff from local agency  

  

Wholly 

Foreign owned 

Enterprise (WFOE) 

- Manufacturing 

- Service provision 

- Trading 

- Greater freedom in business activities 

than RO 

- 100% ownership and management 

control 

- Registered capital requirement 

- Lengthy establishment process 

  

Joint Venture (JV) - Entering industries that by law require 

a local partner 

- Leveraging a partner’s existing facilities, 

workforce, sales/distribution channels 

- See common purpose(s) 

  

- Split profits 

- Less management control than a WFOE 

- Technology transfer/IP risks  

- Inheriting partner liabilities 

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) 

Common Purpose(s), Pros and Cons by FIE Structure Type 



Thank you!  


