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HIGHLIGHTS

Regional Economic Update

The gradual, plodding economic recovery in the G3
has begun to strengthen.

Despite the slightly more positive external
environment, developing Asia’s growth will likely slow
slightly this year before picking up next year.

The economic outlook for developing Asia is subject
to three major risks: (i) increased volatility in global
and regional financial markets—in particular due

to uncertainties over monetary and fiscal policies

in advanced economies; (ii) a more pronounced
slowdown in major regional economies than
expected—such as the PRC, India, or Indonesia—
which will affect other economies within the region;
and (iii) a disruption in the G3 recovery.

Short-term responses are needed to bolster

the foundations of financial stability and avoid
deterioration in market confidence; and the recent
financial turmoil is a timely reminder of the need for
continued structural reform.

Regional Cooperation and Integration

Five years after the global financial crisis, the world
economy remains in transition; policy responses

in advanced economies have been unpredictable,
adding to market uncertainty, fueling volatility, and
threatening economic stability.

Market uncertainty increases vulnerability to
shocks, particularly in emerging economies; thus,
strengthening regional dialogue, cooperation, and
integration is critical to sustain growth.

While there is mixed progress in regional cooperation
and integration in Asia—uneven across subregions—
most subregions show growing intra-Asian links in
trade, finance, and tourism.

Although national measures continue to protect
domestic markets from external competition, regional
dialogue and cooperation is increasingly important to
craft regional solutions to the key challenges facing
the region.

e Compared with other regions, services trade in Asia
is strong relative to trade in goods—in intraregional
trade share and trade intensity.

e Recent capital flow volatility in response to
US monetary policy announcements underscores
emerging Asia’s high degree of interdependence with
the world economy—a lingering effect of the 2008/09
global financial crisis on Asia’s financial integration.

e Growing human and animal mobility across a more
integrated Asia has made the prevention of disease
transmission an increasingly important regional
public good.

e More correlated business cycles between the
PRC and the rest of emerging Asia indicate rising
macroeconomic interdependence; nonetheless, co-
movements with Japan remain strong and the region
appears more “coupled” today with the US economy
than before 2003.

e Migrant workers continue to make substantial
contributions to Asian economies, even if growth
in remittances has generally slowed this year; the
expanding movement of workers across borders
makes the need for regional talks on labor mobility
more urgent.

Theme Chapter I: Toward an ASEAN
Economic Community—and Beyond

e ASEAN seeks to create an ASEAN Economic
Community (AEC) by 31 December 2015; although it
is unlikely to meet all of its targets by the deadline, it
nonetheless has come a long way in the process of
establishing an AEC.

e Overall, the AEC Scorecard shows that, since 2008,
ASEAN has made slow but steady progress (68% by
2011) in reaching AEC targets.

e Even if reform proceeds apace, the real test for the
AEC will lie in the years beyond 2015—in trade
facilitation, liberalization of services, investment, labor
mobility and competition policy, among others, and
how all of these are implemented.



Theme Chapter lI: World Trade Facilitation
Negotiations—Asian Perspectives

e Trade facilitation is important to ensure equal access
to the potential benefits of trade and regional
integration—the WTO'’s December Ministerial
Conference in Bali will try to approve a multilateral
trade facilitation framework.

e The open framework would bring efficiency gains
for non-members’ future negotiations and augment
resources through special and differential treatment
for more challenged states.

e Over the long run, preferential regional trade
facilitation measures—as with FTAs in general—
should be multilateralized on a de facto basis to
reduce the administrative burden.
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