



















































































































































































































































































Cross-Border Investment

Box 3.2: continued
]

This research o ers policymakers guidance in supporting firms. Domestically, firms need to develop digital
the adoption of digital technologies and in facilitating infrastructure and digital skills for the workforce to enhance
linkages between multinational and domestic firms. absorptive capacity. Higher intellectual property protections

and data governance are also central to encourage

Results suggest that investment facilitation tools can technology spillovers.

support knowledge sharing and collaboration between

3: Spillover E ects and Technology Adoption, Unweighted, No ICT Sector

Adopted Data Creation Technologies =1

All Firms All Firms Manufacturing Firms Services Firms

0.137** 0.169*** -0.119 0.001
Share of foreign-owned firms

(0.067) (0.058) (0.076) (0.058)

0.000 0.009 0.080 0.349*+*
Share of ROK MNE firms

(0.031) (0.035) (0.050) (0.082)
Subsector x year FE Yes Yes Yes Yes
Firm controls No Yes Yes Yes
Observations 48,604 48,604 21,822 26,782
R-squared 0.006 0.014 0.011 0.024

FE =fixed e ect, ICT = information and communication technology, MNE = multinational enterprise, ROK = Republic of Korea.
Notes: Standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01.

Source: Poole et al. (forthcoming).

@ The main estimation also includes the firm’s log of employment as an indicator to capture general firm size and productivity e ects, as the main
time-varying, firm-level control (X,), as well as subsector-by-year fixed e ects to account for the sector-specific trends in investment and
technology adoption.

Source: Poole et al. (forthcoming).

Figure 3.18: Total Employment Stock in Multinational Enterprises—Digital Versus Non-Digital (million)

EU = European Union (27 members), ROW = rest of the world, UK = United Kingdom.
Note: Employment figures reflect the total number of employeesinalla liates.

Source: Authors’ calculations based on Government of the United States, United States International Trade Commission. Multinational Revenue, Employment, and
Investment Database. https://www.usitc.gov/data/gravity/mreid.htm (accessed November 2025).
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Employment trends (flows) in greenfield and mergers the EU+UK generates the largest number of jobs in

and acquisitions (M&A) projects reveal distinct greenfield projects, followed by Asia and the Pacific. Asia
patterns in job creation across digital and non-digital shows a more balanced distribution between the digital
sectors (Figures 3.19 and 3.20). As in the case of stocks, and non-digital jobs across MNEs. Employment from

Figure 3.19: Employment in Greenfield Projects—Digital Versus Non-Digital (‘000)

| —

il

EU = European Union (27 members), ROW = rest of the world, UK = United Kingdom.
Note: Employment figures represent the total number of employees in new greenfield a  liates.

Source: Authors’ calculations based on Government of the United States, United States International Trade Commission. Multinational Revenue, Employment, and
Investment Database. https://www.usitc.gov/data/gravity/mreid.htm (accessed November 2025).

Figure 3.20: Employment in Mergers and Acquisitions—Digital Versus Non-Digital (‘000)

|

EU = European Union (27 members), M&A = merger and acquisition, ROW = rest of the world, UK = United Kingdom.
Note: Employment figures represent the total number of employees in new M&A a liates.

Source: Authors’ calculations based on Government of the United States, United States International Trade Commission. Multinational Revenue, Employment, and
Investment Database. https://www.usitc.gov/data/gravity/mreid.htm (accessed November 2025).
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Figure 3.21: Correlation Between Revenue and Employment-to-Asset Ratio, Digital Versus Non-Digital

Ln = natural logarithm.

Note: Each dot represents an economy, with values aggregated across foreigna liates.

\

Source: Authors’ calculations based on Government of the United States, United States International Trade Commission. Multinational Revenue, Employment, and
Investment Database. https://www.usitc.gov/data/gravity/mreid.htm (accessed November 2025).

new greenfield projects surpassed that of M&A activity
until around 2020. Greenfield-related employment
peaked in the early 2010s and tapered o  after 2016—
2017, particularly in the EU+UK and Asia, suggesting a
slowdown in new project-based job creation. In contrast,
employment associated with M&A activity has risen
steadily across most regions, with the EU+UK showing
the strongest and most sustained increase, especially in
digital industries. This divergence points to a structural
shift in employment patterns: while earlier gains were
driven by the establishment of new digital operations,
more recent growth reflects consolidation and
acquisition-led expansion within the digital economy.

As firms expand and generate higher revenues, this does
not necessarily coincide with proportional increases in
employment. Figure 3.21 shows a negative association
between revenue and the employment-to-asset ratio
across economies, based on aggregates of foreign-
invested enterprises. This relationship is steeper in

non-digital sectors, which may reflect greater reliance
on capital (machinery, technology, or process e ciency)
as revenues increase, rather than labor expansion.

In digital sectors, the association remains negative

but is noticeably flatter, reflecting that these sectors
are already less labor-intensive and rely more heavily
on scalable intangible assets, such that changesin
employment play a more limited role in driving revenue
growth. Overall, these patterns suggest that firm
growth, especially in non-digital sectors, is increasingly
supported by capital and e ciency gains rather

than labor.

Policy Recommendations

While national digital strategies have gained traction

in the region, there are still challenges in integrating

the investment dimension into industrial development
strategies. For example, intellectual property agreements
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Annex 3A: continued

Digital
Economy UNCTAD/OECD/
Component ISIC Rev. 4 NAICS 2017 fDi Markets

Computer and peripheral
equipment

Communications equipment

Audio and video equipment
(consumer electronics)

Audio and video equipment
(electronic components)

Dolls, toys, and games

Magnetic and optical media

Narrow Scope: Digital Economy

Wholesale trade (consumer
goods)

Internet publishing and
broadcasting and web search

n.d.

n.d.

n.d.

Al = artificial intelligence, ICT = information and communication technology, ISIC = International Standard Industrial Classification of All Economic Activities, n.d. = no
data, NAICS = North American Industry Classification System, OECD = Organisation for Economic Co-operation and Development, UNCTAD = United Nations Trade
and Development.

Notes: Al, automation, and services; digital contents may be covered by some core sectors.

Sources: ADB compilation based on Financial Times; Government of the United States, Census Bureau; OECD; and UNCTAD.
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Financial Resilience and
Integration Amid Global
Uncertainties

With Inflation Pressures Moderating,
Policy Rate Di erentials Influence
Regional Capital Flows

Regional capital markets performed well in the first half
of 2025, partly supported by the resumption of net
nonresident portfolio inflows following net outflows
toward the end of 2024. Following the central bank
policy rate cut cycle in 2024, the United States (US)
Federal Reserve maintained its policy rate at 4.37%

Figure 4.1: Inflation—Selected Advanced Economies (%)
12 -
10

throughout the first half of 2025. In September, it
began lowering its policy rate, reaching a target range
of 3.50%—3.75% in December after cutting the Fed
Fund rate three times. With inflation gradually easing
in advanced economies (Figure 4.1), the Reserve Bank
of Australia, Bank of Canada, European Central Bank,
Reserve Bank of New Zealand, and Bank of England
also lowered benchmark interest rates. Central banks
in developing Asia mirrored the easing trajectory, but
at varying paces depending on domestic economic
conditions and consideration of the potential impact
of external economic uncertainties. Thisdi erentiated
approach underscored the need for policymakers to
balance internal economic objectives with external risks
linked to global trade developments.
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AUS = Australia, CAN = Canada, EU = European Union (27 members), JPN = Japan, NZL = New Zealand, UK = United Kingdom, US = United States.

Note: Inflation refers to the year-on-year change of the consumer price index. US inflation data for October 2025 is not available.

Source: CEIC Data Company (accessed January 2026).
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Capital flows to Asia and the Pacific responded to
changing policy uncertainties in global markets.! The
region recorded portfolio outflows in the first quarter

of 2025, given higher-for-longer interest rates in

the US and elevated uncertainty around its trade

policy. Portfolio inflows resumed in May 2025 with

the announcement of a 90-day pause on the new
USimport tari sintroduced on 2 April, and as trade
negotiations started. In the meantime, the Republic

of Korea, the People’s Republic of China (PRC), and
Tirkiye posted the region’s highest net portfolio inflows
until November 2025 (Figure 4.2a). Positive inflows
into the PRC in the first half of 2025 were driven by
foreign direct investment (FDI), while equity market
sentiment improved following the government’s stimulus
package, including fiscal and monetary stimulus and
capital-market support. These inflows were partly o set
by outflows in the third quarter of 2025 (Figure 4.2b).
Overall, positive policy rate di erentials between the

US and Asian economies continued to support the
search for yield motive in Asia (Figure 4.3). The US
dollar depreciated by 1.3% against a weighted average of
Asian currencies in 2025 (ADB 2025). The depreciation
supported local currency assets' rising valuations in

US dollar terms, attracting capital inflows into the

region although the recent strength of the US dollar

has unwound the trend of strengthening local currency
values in the region to some extent.

Regional Financial Markets
Remain Resilient

Variations in equity and bond returns reflected greater
sensitivity to global than regional shocks (Figure 4.4).
The UStari announcement on 2 April triggered losses
in regional markets of 10.4% for equities and 1.24%

for bonds on a market-weighted basis. As investor

Figure 4.2: Nonresident Capital Flows—Selected Asian Economies ($ billion)

(a) Portfolio flows

N N ™ [s2] ™ [s2] <t
N N N N N N N
o o o o o o o
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= = c = S + c
> [5] [o% > O
= o) 3 < = o) S
M Total debt

[ Total equity

< < < [Te) n [Te) Lo
N [aN] [aN] N N N N
o o o o o o o
N N N N N N N
—_ —_— - c — = s
Q = 33 < o =] 33
< i (e} - < - (e}
4 Net

Notes: Positive values denote net inflows, negative values denote net outflows. Selected Asian economies include India; Indonesia; the Republic of Korea; Malaysia;
Mongolia; Pakistan; the Philippines; Sri Lanka (equity only); Taipei,China; Thailand; Tirkiye; and Viet Nam (equity only).

Source: ADB calculations using data from the Institute of International Finance. Capital Flows Tracker. https://www.iifcom (accessed January 2026).

Asia and the Pacific (or Asia) refers to the 50 regional members of the Asian Development Bank (ADB), comprising 47 developing economies as well as three

advanced economies—Australia, Japan, and New Zealand. The composition of economies for Central and West Asia, East Asia (including Japan), the Pacific
(developing economies plus the advanced economies of Australia and New Zealand), South Asia, and Southeast Asia are outlined in ADB. Asia Regional
Integration Center. Economy Groupings. https://aric.adb.org/integrationindicators/groupings. Beginning with this year’s edition of the Asian Economic Integration
Report, Turkiye is included among the developing member economies. For further details, refer to the note in Chapter 6: Statistical Appendix.
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Figure 4.2: continued

(b) Total
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Notes:

(i) Nonresident capital flows are composed of foreign direct investment, portfolio equity and debt flows, and other investment flows. Other investment flows include

currency and deposits; insurance, pension, and standardized guaranteed schemes; loans; other accounts payable; other equity; special drawing rights; and trade credit
and advances.

(i) Positive values denote net inflows; negative values denote net outflows.
(iii) Selected Asian economies refer to Armenia; Azerbaijan; Bangladesh; Cambodia; the People’s Republic of China; Fiji; Georgia; Hong Kong, China; India; Indonesia;
Japan; Kazakhstan; the Republic of Korea; Malaysia; Pakistan; the Philippines; Samoa; Tajikistan; Taipei,China; Thailand; and Uzbekistan.

Source: ADB calculations using data from the International Monetary Fund. Balance of Payments and International Investment Position Statistics. Accessed from CEIC
Data Company (accessed January 2026).

Figure 4.3: Monetary Policy Rates (%)
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Notes: Advanced economies include Australia; Canada; euro area; Japan; New Zealand; and the United Kingdom. Asian economies include Armenia; Azerbaijan;
Bangladesh; the People’s Republic of China; Georgia; Hong Kong, China; India; Indonesia; Kazakhstan; the Republic of Korea; the Kyrgyz Republic; the Lao People’s
Democratic Republic; Malaysia; Mongolia; Nepal; Pakistan; the Philippines; Singapore; Sri Lanka; Taipei,China; Tajikistan; Thailand; Turkiye; Uzbekistan; and Viet Nam.

Source: ADB calculations using data from CEIC Data Company (accessed January 2026).
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Figure 4.4: Variance Decomposition of Equity and Bond Returns—Asia (%)

(a) Equity returns
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Notes: Asia includes Australia; Bangladesh (equities only); Cambodia (equities only); the People’s Republic of China; Georgia (equities only); Hong Kong, China; India;
Indonesia; Japan; Kazakhstan; the Republic of Korea; the Kyrgyz Republic (equities only); the Lao People’s Democratic Republic (equities only); Malaysia; Mongolia
(equities only); Nepal (equities only); New Zealand (equities only); Pakistan (equities only); the Philippines; Singapore; Sri Lanka (equities only); Taipei,China; Thailand;

Uzbekistan (equities only); and Viet Nam.

Sources: ADB calculations using data from Bloomberg; CEIC Data Company (both accessed January 2026); and methodology by Lee and Park (2011) using 1-year rolling

window estimations.

sentiment improved with the announcement of a
90-day pause intari implementation, markets
recovered such that average regional stock prices gained
22.0% and bond prices increased by 5.0% by the end
of the year. Stock price gains were the highest in the
Republic of Korea, Viet Nam, and Sri Lanka (Figure 4.5a).
The heightened trade uncertainty initially weakened
local currencies in the first half of 2025, which was
followed by a swift recovery in the second half of the
year, led by the Thai baht and the Singapore dollar. Many
currencies, however, have struggled to recover from
the broad-based depreciation against the US dollar
even after the US Fed began lowering the benchmark
interest rate in 2024. Meanwhile, domestic economic
pressures drove the depreciation of local currency values
in some economies, such as the Sri Lankan rupee and
the Philippine peso (Figure 4.5b). On the price front,
the impact of global factors on equity returns intensified
in 2024, while the impact of regional factors increased
toward the end of the year. Meanwhile, bond returns
became less sensitive to both regional and global factors
while in terms of magnitude, the impact of regional
factors does not lag far behind that of global factors,
as depicted in the variance decomposition exercise in

Figure 4.4 (see Box 4.1 for a detailed explanation of the
methodology).

Intraregional Exposures
Increased Slightly in 2024

Asia’s intraregional share of cross-border assets
remained at 36%, while the share for cross-border
liabilities rose by 1 percentage point to 37%. On the
assets side, the intraregional share of portfolio debt
posted a modest increase by 0.5 percentage points
to 22.2% in 2024. Portfolio equity followed a similar
pattern, increasing from 21.1% in 2023 to 21.5% in 2024.
In absolute terms, estimates show that intraregional
portfolio debt expanded from $1.1 trillion in 2023 to
$1.2 trillion in 2024. Likewise, portfolio equity grew by
$0.2 trillion to $L1.6 trillion over the same period (Figure
4.6). On the liabilities side, the intraregional share of
both portfolio debt and equity rose by 2 percentage
points, reaching 31% and 22% in 2024, respectively. A
slight increase in absolute values was also recorded, with
portfolio debt rising to $1.2 trillion and portfolio equity to
$1.6 trillion in 2024 (Figure 4.7).

The larger increase in intraregional shares for portfolio
liabilities relative to portfolio assets indicates the
growing role of regional markets for financing. Further
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Figure 4.5: Year-to-Date Change—Selected Asian Economies (as of 31 December 2025)

(a) Stock price index and bond return index (% change)
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AUD = Australian dollar; AUS = Australia; BND = Brunei dollar; PRC = People’s Republic of China; CNY = yuan; HKD = Hong Kong dollar; HKG = Hong Kong, China;
IDR = rupiah; IND = India; INO = Indonesia; INR = Indian rupee; JPN = Japan; JPY = yen; KAZ = Kazakhstan; ROK = Republic of Korea; KRW = won; KZT = tenge;
LCU =local currency unit; LKR = Sri Lanka rupee; MAL = Malaysia; PHI = Philippines; PHP = peso; SGD = Singapore dollar; SIN = Singapore; SRI = Sri Lanka;

TAP = Taipei,China; THA = Thailand; THB = baht; TUR = Tirkiye; TWD = NT dollar; UZB = Uzbekistan; UZS = sum; VIE = Viet Nam; VND = dong.

Source: ADB calculations using data from Bloomberg and CEIC Data Company (both accessed in January 2026).

Box 4.1: Methodology for Variance Decomposition

Regional and the global variance decompositions are
computed using the following formulas:

EA)2 2 G\ 2

EA _ (Bc,t) OEAt G _ (Bc,t) oGt

VRt = ——F——= VR = —5—=
Gc,t Gc,t

where VRf_‘,_f1 and VRg ¢ are the regional and global variance
of economy c, at time t, respectively. BZ¢ and B, are the
economy-specific sensitivity to the regional and global
beta at time t, respectively. These were obtained from the
following equation:

_ EA G
&t = Qe + Pt €par + Betéar

Source: Lee and Park (2011).

The formula was applied on a rolling basis, with 52 weekly
data points. GgA_t and Uét are the regional conditional
variance and global conditional variance, estimated from
the equation above. They are assumed to follow a standard
asymmetric GARCH (1, 1) process. €e4,t and &g ¢ are the
unexpected components of equity (bond) market returns,
which are proxied by the error terms obtained from the
regression equation where 7 ¢ is the weekly equity (bond)
returns of each individual economy:.

Ter = 6o et T 61 ct—1Tct-1 1 Ect

The “Asia index” or regional component of each economy
is created using the weighted sum of the index of individual
economies, excluding the economy considered. Current
gross domestic product in United States dollars is the
weight for the Asia indexes.


https://www.adb.org/publications/financial-integration-emerging-asia-challenges-and-prospects
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Figure 4.6: Cross-Border Assets—Asia and the Pacific, by Type
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Notes: Estimates are as of December 2025. Asia refers to Asia and the Pacific, which includes ADB regional members for which data are available. The gray bars represent
actual values of portfolio debt and equity from Asia to the rest of the world, while the colored bars (green and blue) show the actual values of intraregional assets.

The lines indicate the intraregional shares of Asia relative to the total.

Source: ADB calculations using data from International Monetary Fund. Portfolio Investment Position. https://data/imf.org/en/datasets/IMF.STA:PIP (accessed November

2025).

Figure 4.7: Cross-Border Liabilities—Asia and the Pacific, by Type
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8 r i
7 \/_/\/_/ |
6 r ]
c5r ]
o
=4+ |
=
» 3t ]
2 r ]
0
< wn o N~ [ee] (<] o = N ™ <
— — — - — — ~ N N N o
SRR R ERESERELE Y
[T Asia-Asia ROW-Asia === Intraregional share (right)

ROW = rest of the world.

$ trillion

O N W h OO N ©
o 3
%

(b) Portfolio equity

< n [{e] N~ [ee) (] o byl N (8] <
— — o
5 o0 o © 5 o0 ¥ o 8 8 8
N N N N & N § N & § &
M Asia-Asia ROW-Asia «===Intraregional share (right)

Notes: Estimates are as of December 2025. Asia refers to Asia and the Pacific, which includes ADB regional members for which data are available. The gray bars represent
actual values of portfolio debt and equity from the rest of the world to Asia, while the colored bars (green and blue) show the actual values of intraregional liabilities.

The lines indicate the intraregional shares of Asia relative to the total.

Source: ADB calculations using data from International Monetary Fund. Portfolio Investment Position. https://data/imf.org/en/datasets/IMF.STA:PIP (accessed November 2025).
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improvements in financial infrastructure should
underpin the progress in financial integration. Existing
impediments to regional cross-border financial flows
include regulatory heterogeneity and underdeveloped
payment and settlement linkages, among others.

FDI accounts for the largest share of
cross-border assets and liabilities for Asia.

The share of FDI in cross-border assets and liabilities
has remained broadly stable. As FDI is less sensitive

to short-term global capital market gyrations, it could
help reduce capital flow volatility. The share of Asian
investors’ regional FDI out of total intraregional assets
slipped marginally from 39% in 2023 to 38% in 2024
(Figure 4.8a). Meanwhile, the share of FDI from regional
investors out of total intraregional liabilities remained
unchanged at 44% over the same period (Figure 4.8b).
Meanwhile, the share of portfolio debt and bank flows in
cross-border assets and liabilities has declined over time
since 2024, whereas that of portfolio equity has been
increasing gradually.

Geopolitical Risks and
Investment Flows

Geopolitical Risks A ect Investment
Fund Flows and Economy-Level
Portfolio Allocations

Geopolitical risks (GPR) weigh on economic activities by
undermining the predictability of economic prospects.
In finance, rising geopolitical risks are also expected

to be factored into investor sentiment, expected

rates of return, and pursuant portfolio adjustments of
investment. Whether this holds true, and if so to what
extent, remains an empirical question. This section
attempts to open up discussion based on two empirical
exercises; one on how investment funds adjust their
portfolios, and the other on the flow of investment
between economies.

Fund flows analysis shows that stock markets have been
largely resilient to the impact of higher GPRs. Using
monthly frequency data, the model estimates the growth

Figure 4.8: Intraregional Cross-Border Investment—Asia and the Pacific, by Type (% of total)
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Notes: Estimates are as of December 2025. FDI assets refer to outward FDI holdings, while FDI liabilities refer to inward FDI holdings. Bank claims and liabilities are limited
to bank loans and deposits. Asia and the Pacific includes ADB regional members for which data are available.

Sources: ADB calculations using data from Bank for International Settlements. Locational Banking Statistics. https://www.bis.org/statistics/bankstats.htm; CEIC Data
Company; International Monetary Fund (IMF). Direct Investment Positions. https://data/imf.org/en/datasets/IMF.STA:DIP; IMF. Portfolio Investment Position.
https://data/imf.org/en/datasets/IMF.STA:PIP; United Nations Trade and Development. UNCTADstat Data Centre. https://unctadstat.unctad.org/datacentre/dataviewer/
US.GDPTotal; and World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-indicators (all accessed January 2026).
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in an investment fund’s portfolio shares in terms of firm-
level GPR exposures. The study identifies more risk-taking
investment behaviors by investment funds, as higher

GPR induces funds to load up on greater risks through
increased investments into more GPR-exposed firms. This

reallocation is unrelated to the industry a firm belongs

to or the location of the firm. The key motivation of this
portfolio reallocation turns out to be a search for yield as
the pivot into GPR-exposed firms is mainly driven by the
opportunity to buy their stock at cheaper prices (Box 4.2).

Box 4.2: Geopolitical Risks and Investment Funds—Security-Level Evidence

Geopolitical risks (GPR) have risen markedly in recent
history, with the most prominent shocks occurring after the
Russian invasion of Ukraine and the United States (US)
Liberation Day on tari s. However, stock markets hardly
reacted to increases in GPR, as shown in the first box figure.

The way investors react to GPR shocks could explain the
muted response of markets: Stock prices have been shown
to fall in response to such shocks (Hirshleifer, Mai, and
Pukthuanthong 2024; IMF 2025; Yilmazkuday 2024). Given
lower valuations of assets susceptible to such shocks—e.g.,
due to disrupted supply chains—investors may recognize
an opportunity to acquire these otherwise healthy assets
at a low cost. The higher demand for GPR-exposed assets
would swiftly stabilize valuations, leaving financial markets
seemingly calm. This increased demand for GPR-exposed
assets should be detectable in investor portfolios pivoting
toward GPR-exposed assets as shocks materialize.

te Kaat, Liu, and Raabe (forthcoming) confirm this
hypothesis for professional investors’ reaction to GPR
shocks, notably for investment fund managers. They model
the growth in an investment fund’s portfolio shares in
stocks as a function of (i) an index measuring global GPR

intensity by Caldara and lacoviello (2022), interacted with
(i) the GPR exposure of the firm issuing the stocks. For
this, the authors use detailed data covering some 10,000
investment funds’ holdings in about 45,000 stocks at
monthly frequency from 2011 to the end of the first quarter
of 2025 (January 2011 to March 2025), obtained from the
data provider Emerging Portfolio Fund Research. Firm-level
GPR exposure is approximated by the share of relevant
keywords in firms’ earnings call reports. The empirical
framework further controls for fund size, past performance,
and valuation changes. These metrics are important for
identifying investment funds’ active portfolio reallocations.
Arrich set of fixed e ects absorbs potential confounders.

The study shows that investment funds pivot into stocks
issued by more GPR-exposed firms as GPR shocks realize
(depicted in the box figure below). A two-standard
deviation increase in the GPR index leads funds to raise the
portfolio shares in stocks of relatively more GPR-exposed
firms by 3 basis points. This impact corresponds to one-
fifth of the median portfolio share in the sample. During
exceptionally high GPR risk spikes such as the 2 April 2025
US Tari “Liberation Day,” the e ect can reach 4 to 5 basis
points.

Muted Market Reaction to Geopolitical Risks and Policy Uncertainty
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Source: Baker, Bloom, and Davis (2016); Caldara and lacoviello (2022); and Rogers, Sun, and Sun (2024).

continued on next page
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Box 4.2: continued

Results hold even when accounting for financial and
macroeconomic risk as measured by financial market
volatility (the VIX), global economic policy uncertainty,
and US trade policy uncertainty. Results are also robust to a
range of fixed e ects absorbing variation within fund-stock
pairs as well as time-varying factors for each economy that
firms are located in. Dynamics in specific industries such as
defense or the manufacturing of dual goods—which may
see higher demand due to GPR shocks—do not drive the
results. Large fund domiciles like the US and Luxembourg,
firms headquartered in any particular economy or funds
belonging to large asset management companies do not
account for the results either.

The authors further corroborate that funds’ pivot into GPR-
exposed stocks is indeed driven by falling stock prices as

GPR shocks unfold, promising higher returns in the future.
Less performing investment funds are more likely to chase
higher returns by investing in GPR-exposed stocks. Higher
risk-taking capacity, measured by fund size, cash bu ers,
and increased inflows prior to GPR shocks, also induces
funds to allocate into GPR-exposed stocks.

The study suggests that investment funds can help stabilize
stock markets after GPR-injected volatility. While this may
make markets seem calm, funds’ portfolio reallocations

can still trigger significant cross-economy spillovers. In fact,
economies with higher concentrations of highly GPR-
exposed firms may experience larger increases in funds’
portfolio allocations, and thus capital inflows. Inversely,
economies with lower concentrations can experience
sudden outflows.

E ect of Firm-Level Geopolitical Risk Exposure on Investment Fund Portfolio Shares

0.40 -~
035 |- 3 T T
0.30 ~
3
o=
L
L 025 -
£
g -
g 0.20 - - - - N
‘@
@
> 015 -
D
o4
0.10
0.05 - - - 1 - 1
0.00 -
Fund-Time FE Fund-Time + Fund-Time + Controlling Controlling for Controlling
Fund-Security FE  Fund-Security + for US VIX Global EPU for US TPU

Economy-Time FE

EPU = economic policy uncertainty, FE = fixed e ects, TPU = trade policy uncertainty, US = United States, VIX = Volatility Index.

Notes: This figure plots the coe cients from a regression of the 1-month change in investment funds’ portfolio shares on firm-level geopolitical risk exposure
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Source: ADB calculations using data from Emerging Portfolio Fund Research (accessed August 2025).
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This suggests that commercial incentives to maximize
investment returns could help ease GPR-led market
volatility. Investment funds’ adjustment in the portfolio,
weighing more on GPR-exposed firms could help

soften the market jitter or blow to the market from
GPR-induced volatility and help safeguard the stability
of the stock market under the recurring GPR-related
risks. However, the funds’ portfolio reformulation

could also lead to significant cross-economy capital
flows, depending on how much an economy is exposed
to the concentration of GPR-prone firms amid
heightened GPRs. Potential market-stabilizing e ects,
notwithstanding, a deeper and prolonged impact of GPR
could upend this channel, leading to negative impacts on
the overall market sentiment and performance.

Geopolitical A nities Drive
Investment Reallocation
During Shocks

Using monthly data on investment funds’ allocations,
funds’ portfolio shares across economies are estimated
in terms of global GPR intensity and an economy’s
geopolitical bloc alignment, where geopolitical alignment
is characterized into US-aligned, PRC-aligned, and
non-aligned, with the categorization determined by an
economy’s latent foreign policy preferences derived from
roll-call votes at the United Nations General Assembly
(Box 4.3). The analysis shows that investment funds
reallocate portfolios in alignment with geopolitical blocs
when GPR rises.

Economies’ geopoliticala nity seemstoa ect
investment capital reallocations in response to GPR
shocks. Reallocation of the funds largely tilt toward PRC-
aligned economies relative to US-aligned economies
as GPRrises. Thise ectis more pronounced for
equity funds and for the funds domiciled in US-aligned
economies. Unlike investment fund reallocations,
however, there seems to be no clear evidence for price
discount as a potential channel for the reallocations

as the prices in PRC-aligned markets do not fall much
around GPR shocks. The results also do not support
the notion of a global fragmentation of financial flows
through an increase in intra-bloc investments.

Both fund-level and economy-level
reallocation of investments indicate
a significant impact of GPR on global
financial flows

Although stock markets have sizable resilience to the
shocks from GPRs, changing patterns of investment flows
warrant attention from policymakers. Depending on the
concentration of GPR-prone firms or characteristics

of geopolitical alignment, di erent economies may
experience di erent types of capital flow changes, which
require close monitoring of the capital flow trends and
assessing their impact on macroeconomic performance
and financial markets. The heightened level of GPRs
recently and more frequent incidences of such risks call
for policymakers in the region to stay vigilant regarding the
financial market situation.

Strengthening Financial Safety Nets

No Economy Is Immune to Spillover
E ects of Financial Crises

Most economies rely on their own international reserves
as a first line of defense against financial crises. When
domestic resources prove insu  cient, nations have
traditionally turned to the International Monetary

Fund (IMF), the global lender of last resort. While

IMF support can provide critical financial assistance, it
typically comes with significant policy conditions such as
requiring substantial fiscal reforms.

In the wake of the 2007 global financial crisis, bilateral
central bank swap lines gained importance as an
additional layer of financial safety. This was particularly
important for the economies facing dollar shortages
(Koosakul and Miksjuk 2024). These arrangements allow
central banks to exchange currencies and provide much-
needed liquidity to ease market stress. For example,
when the US Federal Reserve established a swap line
with the Bank of Korea in 2008, it quickly eased funding
pressures and restored market confidence, even though
the facility was not fully utilized. However, access to
swap lines is often limited to close political or economic
partners, or to economies with strong fundamentals—
often excluding those most in need during a crisis.
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Box 4.3: Geopolitical Risks and Investment Funds—Economy-Level Evidence

Rising geopolitical risk (GPR) may reshape established
global economic structures. As investors become more
attuned to such risks (as discussed in Box 4.2), markets
are likely to reallocate capital globally, with profound
repercussions for financial stability. Zooming in on
portfolio capital, Ciminelli, Raabe, and Zhao (forthcoming)
investigate how investment funds reallocate capital across
economies in response to GPR shocks. In particular, the
authors study whether such shocks lead investment funds
to align portfolios along the geopolitical blocs identified by
United Nations (UN) voting patterns.

The study draws on monthly data on some 30,000
investment funds’ allocations across economies from
Emerging Portfolio Fund Research over the period July 2017
to June 2025. The authors model funds’ portfolio shares in
various economies as a function of (i) a measure of global
GPR intensity, interacted with (ii) an economy’s geopolitical
bloc alignment, controlling for past portfolio allocations,
fund size, and performance as well as macroeconomic
developments. Fixed e ects absorb potential confounders
within fund-economy pairs.

The authors use the BlackRock Geopolitical Risk Indicator
(BGRI) to measure GPR intensity, summarizing markets’
attention and sentiment to geopolitical shocks as extracted
from brokerage reports and financial news. Geopolitical
alignment is categorized into United States (US)-aligned,
People’s Republic of China (PRC)-aligned, and non-aligned,
and based on ideal points, which score an economy’s

latent foreign policy preferences as derived from UN
General Assembly roll-call votes (Bailey, Strezhney, and
Voeten 2017). Sorting into these three blocs is based on
the di erence between any economy’s ideal point and the
ideal point of the US and the PRC. Following Gopinath et
al. (2024), economies in the top quartile closest to the
US and the PRC are labeled US-aligned and PRC-aligned.
Non-aligned denote the remainder. Bloc assignments are
time-varying, allowing to capture shifts in alignment.

The study shows that investment funds reallocate portfolios
in alignment with geopolitical blocs as GPR shocks
materialize. Specifically, as GPR rises, fund portfolios tilt
toward PRC-aligned economies, relative to US-aligned
economies. A one-standard deviation increase in GPR
raises portfolio shares in PRC-aligned economies by 3.7
basis points (box figure below). Portfolio shares in non-
aligned economies do notrise. E ects are stronger for
equity funds and those domiciled in US-aligned economies,
suggesting increased inter-bloc investments.

The findings suggest that economies’ geopolitical a nities
a ect portfolio capital reallocations as GPR shocks occur.
However, the results do not support the notion of a global
fragmentation of financial flows through an increase in
intra-bloc investments. This contrasts with trade flows,
which have been shown to intensify within geopolitical
blocs (Alfaro and Chor 2023; Qiu, Xia, and Yetman

2025). The study underscores how geopolitical blocs are
increasingly shaping cross-border capital allocation.

E ect of Economies’ Geopolitical Alignment on Investment Fund Portfolio Shares
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Importance of Regional Response
and Arrangements

Regional financial arrangements (RFAs) have emerged
as an important source of emergency liquidity. This
layer of the global financial safety net is typically
anchored by deep regional expertise. By pooling
financial resources, RFAs can provide timely crisis
support with any conditionality tailored to the region’s
needs, allowing for greater flexibility and willingness

to provide liquidity support. The European Stability
Mechanism for the euro area and the Chiang Mai
Initiative Multilateralisation (CMIM) for the Association
of Southeast Asian Nations Plus the People’s Republic
of China, the Republic of Korea, and Japan (ASEAN+3)
are examples of RFAs. Although the RFAs play a
crucial role in safeguarding regional financial stability
and resilience, such arrangements also raise questions
about their long-term sustainability and the equitable
sharing of risks and responsibilities among participating
members. To maintain the credibility and e ectiveness
of these regional safety nets over time, it is important to
ensure robust governance and clear rules for resource
mobilization and disbursement.

Multilayered Regional Responses
Safeguard Stability

Regional financial safety nets are crucial for safeguarding
economic stability in times of heightened economic

risks and the buildup of vulnerabilities. When shocks

hit, timely and decisive action can prevent localized
problems from escalating into broader instability. Often,
the mere presence of robust financial backstops—
demonstrated by visible, pooled resources—can reassure
markets and deter speculative attacks, reducing the
likelihood that emergency measures will need to be
deployed.

Well-designed RFAs o er several key advantages over
the other components of the global financial safety net.
By pooling resources, economies can secure access to
international capital on better terms and benefit from
countercyclical financing during periods of stress, helping
them avoid the pitfalls of limited market access, fire-

sale asset losses, and prohibitively high borrowing costs
in a crisis. Importantly, RFAs can provide rapid support
with fewer constraints than global mechanisms, helping
economies weather shocks before they deteriorate into
full-scale crises (Baran 2020). Another key strength of
RFAs is their grounding in the local context, which makes
support more tailored and responsive to economy-
specific circumstances.

Evolution of Regional Financing
Arrangement in ASEAN+3

In strengthening the regional financial safety net, two
recent advances deserve emphasis. First, members

of ASEAN+3 agreed to develop more flexible, faster-
deploying instruments, notably a rapid financing facility
(RFF) as a new component of CMIM to provide quickly
disbursing liquidity. The RFF is designed to help members
cover urgent balance of payments needs caused by
exogenous shocks (e.g., pandemics, physical hazard-driven
disasters, commaodity price spikes, or sharp reversals of
capital inflows) without the long lead times and heavy
conditionality typical of standard crisis programs.

Second, ASEAN+3 policymakers endorsed the
exploration of a paid-in capital structure to complement
the current commitment-based model of the CMIM.
Under paid-in capital, resources could be pre-
positioned, shortening activation time, improving market
credibility, and allowing more flexible instruments.

Both steps directly address long-standing operational
bottlenecks and would improve the CMIM'’s ability to
deliver timely support during regional shocks. They are
expected to enhance regional resilience by o ering
members timely access to emergency financing during
urgent balance of payments needs.

Swap Arrangements Need Broadening

In addition to reforming the CMIM, Asia should also
enhance the other pillars of global financial safety nets.
Itis critical to expand multicurrency and local currency
swap arrangements so as to enlarge the size and

e ectiveness of regional financial safety nets. The 2007
global financial crisis demonstrated the critical role that
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central bank swap lines can play in calming markets

and providing timely liquidity. However, the experience
since then has shown that such arrangements are
typically concentrated among economies with strong
fundamentals, leaving more vulnerable economies with
limited or no access to these crucial backstops. This is
not only the case for swap lines established with leading
central banks such as the US Federal Reserve and the
European Central Bank, but also within the region.
Despite substantial growth in bilateral swap lines within
ASEAN-+3, access remains concentrated among stronger,
larger economies, while smaller and lower-income
members are largely excluded. This concentration leaves
the most vulnerable economies without reliable liquidity
backstops. Further e orts are necessary to make the swap
arrangements more inclusive, and—crucially—ensure
they can be activated quickly and reliably when financial
stress emerges, giving all members greater confidence in
their regional safety net.

Local Currency Bond Markets
Enhance Stability

To strengthen Asia’s regional financial safety net, it is
essential to develop deep and liquid local currency
bond markets. The Asian Bond Markets Initiative
(ABMI), which was launched in December 2002 and
adopted in August 2003 at the ASEAN+3 Finance
Ministers’ Meeting, aims to foster the development
of local currency bond markets and also aims to
recycle vast savings within the region to support
needed infrastructure investments. Through market
development, ABMI promotes regional financial
cooperation and integration to reduce the region’s
vulnerability to the sudden reversal of capital flows
and to strengthen its financial resilience and stability.2
Well-functioning local currency bond markets in fact
are a cornerstone of the region’s financial stability.
They reduce reliance on volatile external finance, lower
currency-mismatch risk, and give governments room
to respond when global liquidity recedes. This should
entail expanding local currency issuance and building
out the market infrastructure: active market makers,

reliable benchmark yield curves, robust repo and hedging
tools, and a broader domestic and regional investor base.
With this ecosystem in place, funding would remain
resilient when global conditions tighten, and regional
safety nets can deliver support that is better aligned

with members’ actual currency exposures. By promoting
the issuance and active trading of local currency bonds,
policymakers can reduce the region’s vulnerability to
external shocks. Deep regional bond markets provide
governments and firms with more stable financing
options, support countercyclical policy, and make it
easier to mobilize resources quickly in a crisis.

Regional Financial Cooperation:
A Cornerstone of Financial Stability
and Resilience

Vigilance to Geopolitical Risks
Requires Well-Coordinated Action

Rising geopolitical tensions and uncertainties are
fundamentally reshaping the global financial landscape.
As aresult, the coverage and e ectiveness of existing
financial safety nets could face unexpected challenges.
Financial turbulence has underscored that the economies
most in need often struggle to access prompt and
adequate support, while regional mechanisms confront
challenges from scale, risk-sharing, and currency
mismatches. For Asia—now a central node in global trade
and finance—this shift is a call to action: adapt safety nets
to a changing financial environment by strengthening
regional arrangements, building local currency capacity,
and coordinating more closely with global backstops.

Geopolitical risks, a potential slowdown of the global
economy, and changes from accelerating digital finance
could all produce volatility in financial markets. While
digital finance o ers greater opportunities for economic
e ciency and inclusiveness, it also poses growing
challenges to putting in place appropriate regulatory
regimes, narrowing the digital divide, and addressing
new types of financial vulnerability. Geopolitical risks

2 Asian Development Bank. AsianBonds Online. https://asianbondsonline.adb.org/about.php (accessed December 2025).
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will likely continue to be the potential shock factor to

the financial market. Depending on the trajectory of the
global economy, the solvency and liquidity conditions of
some businesses might worsen, with a negative impact

on the asset quality of banks and nonbank financial
institutions. Detecting potential sighals of looming risks,
employing proper macroprudential policies, and exercising
timely actions to resolve the sources of strains through
appropriate policy measures cannot be overemphasized.

Itis important for Asian economies to work together
to enhance regional cooperation and strengthen
cross-border financial systems. A more resilient
multicurrency framework and deep, liquid regional
capital markets are critical components of Asia’s
economic development. Looking ahead, policymakers
should prioritize the strengthening of regional safety
nets. ADB can serve as a key partner, supporting
resource mobilization, technical capacity building, and
the development of innovative financial solutions along
with other international organizations.
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Cross-Border Migration from Asia and
the Pacific Continues to Increase

The number of international migrants reached 304.0
million globally in 2024, a 28.7 million increase from 275.3
million in 2020. About 56% of the new migrants during
that period came from Asia (8.5 million) and Europe

(7.5 million).! The period saw the number of outbound
migrants from Asia reach 100 million, and the region
accounting for one in every three global migrants (Figure
5.1). Although Asian migrants had doubled in number
between 1990 (50 million) and 2024 (100 million), non-
Asian migrants living in the region during the same period
reached only 17.2 million in 2024 from 11.7 million in 1990.
This implies that Asia remains a net exporter of migrant
labor, suggesting that more opportunities remain outside
the region, including for highly skilled and educated
workers (Hazan et al. 2024, Struyven, Shan, and Milo
2022; Spaan, Hillmann, and van Naerssen 2005).

More Asian migrants move outside of the
region than within it, signifying a regional
challenge to enhance labor mobility, migrant
skills, and competitiveness.

The number of extraregional outbound Asian migrants
(61.3 million) eclipses that of intraregional migrants

Figure 5.1: Number of International Migrants
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Source: ADB calculations using data from United Nations Department of
Economic and Social A airs, Population Division. International Migrant Stock
2024. https://www.un.org/development/desa/pd/content/international-migrant-
stock (accessed May 2025).

(38.8 million), as Europe, the Middle East, and North
America continue to be Asia’s top regional destinations
(Figure 5.2). The United States (US), Saudi Arabia,

the United Arab Emirates, Canada, and the Russian
Federation have been among Asia’s top destination
economies for the past 2 decades. Relative to 2020,
the economies in Figure 5.3 have hosted more Asian
migrants in 2024, except for the Russian Federation.?

! Asia (or Asia and the Pacific) refers to the 50 regional members of the Asian Development Bank (ADB), comprising 47 developing economies as well as three
advanced economies—Australia, Japan, and New Zealand. The composition of economies for Central and West Asia, East Asia (including Japan), the Pacific
(developing economies plus the advanced economies of Australia and New Zealand), South Asia, and Southeast Asia are outlined in ADB. Asia Regional
Integration Center. Economy Groupings. https:/aric.adb.org/integrationindicators/groupings. Beginning with this year’s edition of the Asian Economic Integration
Report, Turkiye is included among the developing member economies. For further details, refer to the note in Chapter 6: Statistical Appendix.

2 Datain 2024 indicate that the Russian Federation had hosted 1.7 million less Asian migrants over the past 2 decades. Between 2020 and 2024, migrants
from Central and West Asia were down by 16.7%, with the number of migrants dropping to 3.7 million from 4.5 million.
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Figure 5.2: Outbound Asian Migrants by Regional
Destination in 2024
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Figure 5.3: Top Extraregional Destination of Asian
Migrants in 2024 (million)
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Source: ADB calculations using data from United Nations Department of Economic and Social A airs, Population Division. International Migrant Stock 2024.
https://www.un.org/development/desa/pd/content/international-migrant-stock (accessed May 2025).

The US remains the top destination of global migrants;
it hosted an average of 18% of total migrants since 1990,
and about 14 million Asian migrants in 2024.

Over the past decade, migration policies in these

top destinations have opened up more sectors and
occupation groups to foreign labor, supporting the
growth of Asian migration to these high-income
economies (ADBI, OECD, and ILO 2024). Canada

uses its migration policy as a strategic tool to its human
resource requirements to support medium- and long-
term development plans (Government of Canada
2024).2 Canada’s strategy of attracting global talent
through its Temporary Foreign Worker Program (TFWP)
and International Mobility Program (IMP) Global

Skills Strategy granted work permits to about 900,000
migrant workers in 2024 (Figure 5.4). In the United
Kingdom, the past decade saw the liberalization of legal
migration routes for citizens from outside the European
Union (EU) and several policy and legislative tweaks that
launched, for instance, the New Global Talent category

for “exceptionally talented and exceptionally promising
applicants” in specific sectors, the Skilled Worker route,
and the Global Business Mobility route for various types
of intercompany worker transfers (Government of the
United Kingdom, Home O ce 2025).

Asia is also the largest source of top-tier
high-skilled migrants to the US and the EU.

The H-1B visa issued by the US has been instrumental
in the employment of highly skilled and educated

Asian migrants in industries that the US government
deems essential for technological superiority and global
competitiveness. H-1B visas issued to working migrants
from Asia accounted for 70% of the global total in 2000,
but this jumped to an average of 90% since 2017

(Figure 5.5; Box 5.1).

In the EU, special work and residence permits are
issued to highly qualified non-EU nationals. Known as
the Blue Card, it is part of the EU’s strategy to attract

3 For the period 2025 to 2027, Canada’s immigration levels plan will include controlled targets for both temporary and permanent residents, while
addressing sustainable growth, tempering gaps in housing supply while managing its capacity to support its population. A cap has been imposed on the
number of international students, as well as on employers hiring workers under the Temporary Foreign Worker program, and on limiting work permits for

the spouses of temporary residents (Government of Canada 2024).
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Figure 5.4: Number of Work Visas Issued by Host Economy (‘000)
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Notes:

(i) Australia data refer to primary visas granted under the 457/482 programs—2025 data are up to June 30.
(ii) Data for Canada refer to Temporary Foreign Worker Program permit holders only—2025 data are up to Q3.
(iii) New Zealand data refer to the arrival of work visa holders. 2025 data are up to November.

(iv) UK datain 2025 are up to Q3.

(v) For the Republic of Korea, the Employment Permit System is mainly for manufacturing, agriculture, and construction; numbers include those under E9 visas; up to 4

years and 10 months.

(vi) ForJapan, the Technical Intern Training Program is mainly for manufacturing, construction, and agriculture; up to 5 years.

Sources: ADB calculations using data from the Government of Australia, Department of Home A airs. https://www.homea airs.gov.au/ (accessed January 2026);
Government of Canada, Open Government Canada. https://open.canada.ca/data/en (accessed January 2026); Government of the United Kingdom, Home O ce.
https://www.gov.uk/government/organisations/home-o ce (accessed January 2026); Government of Japan. Organization for Technical Intern Training. https://www.
otit.go.jp/system/research/statictics/ (accessed January 2026); Immigration New Zealand, https://www.immigration.govt.nz/about-us/research-and-statistics/statistics/
(accessed January 2026); Korean Statistical Information Service. Statistical Database. https://kosis kr/eng/ (accessed January 2026).

highly skilled workers from non-EU countries, with the
aim of addressing labor and skill shortages, enhancing
productivity, and gaining economic strength (European
Commission, Migration and Home A airs 2025).

While the Blue Card provides an EU-wide framework,
individual member states also maintain their own
national schemes and discretionary policies for admitting
skilled workers. Among Asian subregions, South Asian
migrants receive the highest number of EU Blue Cards
(Figure 5.6). As a result of the extraregional direction

of out-migrants from Asia, backed by employment
opportunities outside the region and mobility facilitation
tools, there were 2.2 million more Asian migrants in
Europe and North America between 2020 and 2024.

Meanwhile, despite heightened global
uncertainty, the deployment of lower- and
middle-skilled workers has been robust in
recent years (Figure 5.7).

The Middle East hosted 3.1 million more Asian migrants in
2024 (a 13.9% increase relative to 22.0 million in 2020),
with South Asians accounting for around 93% of the
change. Between 2020 and 2024, bilateral agreements,
technical internships, and training also saw at least
significant increases in South Asian and Southeast Asian
migrants to Australia, while Japan hosted more migrants
from Indonesia, Nepal, Sri Lanka, and Viet Nam (Faber
2024, Government of Sri Lanka, Ministry of Foreign A airs
2023; Katano 2025; Lavenia 2025).


https://www.otit.go.jp/system/research/statictics/
https://www.otit.go.jp/system/research/statictics/
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Figure 5.5: H-1B Visa Issued by the United States (‘000)
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Figure 5.6: European Union Blue Card Issuances (‘000)
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Sources: ADB calculations using data from the Government of the United States, Department of State, Bureau of Consular A airs. https://travel.state.gov/ (accessed

January 2026); and Eurostat. https://data.europa.eu/data (accessed January 2026).

Box 5.1: Temporary Work Visas and Asian Migrants in the United States

Many Asian migrants on temporary visas are employed

in industries critical to United States (US) innovation

and productivity— technology, education, sciences,
engineering, and medical fields. The H-1B visa program,

a cornerstone of the US immigration system for skilled
workers, allows American employers to tap into a global
talent pool for specialized occupations, granting temporary
work authorization to these individuals without conferring
permanent resident status (Gowder 2023). Asia’s share of
H-1B, L-1, and F-1 visas issued by the US rose to 73% of the
global total by FY2024 from 57% in FY2020. During this
period, across subregions, South Asia stands out for their
significant share, accounting for 41%, followed by East Asia
for 24% and Southeast Asia for 6%, as of 2024.

The most recent change a ecting access to the H1-B visa is
the introduction of a $100,000 fee for new H-1B applications,
e ective 21 September 2025. Whereas this fee hike does not
apply to existing H-1B visa holders—renewals, extensions,
transfers between employers, and reentries with valid visas
remain exempt from the fee hike—employers and hiring

strategies would be impacted by the increased cost of foreign
talent which used to average only between $2,500 to $5,000
(USCIS 2025; VisaVerge 2025). Many of the H1-B visa holders
are college graduates working in the information technology
sector where the median wage is about $92,600. The new
$100,000 fee could, therefore, deter firms from hiring lower-
wage skilled immigrants and concentrate instead on hiring
highly skilled, high-wage specialists whose expected value to
the firm exceeds the added cost.? A ected firms could pivot
to other countries, such as Canada or the People’s Republic of
China, where operations could be deployed at lower expense
(The Economist 2025; Gao 2025; Morales 2025; Wong and
Woods 2025).

With the H-1B fee hike ine ect only since late September 2025,
comprehensive data on the number of approved H-1B visas for
fiscal year 2026 have yet to be available. Statistics indicate that
there were 25% fewer H-1B applications for this fiscal year, the
lowest in the past 4 years on account of stricter fraud detection
and prevention measures, while the annual cap of 85,000 visas
remains unchanged (Singh 2025; VisaVerge 2025).

continued on next page
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Box 5.1 continued
]

Selected United States Nonimmigrant Work Visas Issued

H-1B, L, and F1 Visas

H-1B Visa L-Visa F1 Visa (as share of global total)
Asian Subregion FY2000 FY 2024 FY2000 FY2024 FY2000 FY2024 FY2000 FY2024
Central and
West Asia 1,318 1129 198 704 9,005 9,161 2.2% 1.6%
East Asia 16,539 36,839 9,723 13,218 99,033 117,050 26.5% 24.0%
South Asia 65,234 153,661 9,545 19,190 25,861 111,075 21.3% 40.8%
Southeast Asia 6,997 7100 1,826 2,746 18,800 32,296 5.8% 6.1%
Pacific 2,318 681 2093 1,081 1,928 2,934 1.3% 0.7%
Asia and the Pacific 92,406 199,410 23,385 36,939 154,627 272,516 57.3% 73.2%

FY =fiscal year, US = United States.

Note: The L1 visa is for intracompany transferees while the F1 visa is for students. The Pacific includes the Pacific developing member economies of ADB plus
advanced economies, Australia and New Zealand.

Source: ADB calculations using data from the US Department of State—Bureau of Consular A airs and US Citizenship and Immigration Services.

https://www.uscis.gov/ (accessed December 2025).

2 Morales (2025) cited that firms hiring H1-B visa workers “break-even” at $225,000, hence the regulation imposing $100,000 in fees would slash the number of
H1-B visa hires, most of whom earn less than $100,000 a year.

Sources: ADB (2024a); Asare (2024); Campos (2025); Gao (2025); Gooding (2025); Gowder (2023); Latif and Sultana (2025); Lim and Morshed (2015);
Morales (2025); Pacheco (2025); Singh (2025); The Economist (2025); The Philox (2024); US Department of State—Bureau of Consular A airs and US
Citizenship and Immigration Services. https://www.uscis.gov/; Wong and Woods (2025); and Visa Verge (2025).

Figure 5.7: Outflow of Migrant Workers from Asian Economies (‘000)
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Sources: Central Bank of Sri Lanka. https://www.cbsl.gov.Ik/en/statistics/statistical-tables/external-sector; Government of Bangladesh, Overseas Employment Platform.
https://www.oep.gov.bd/reports/country-clearance; Government of Indonesia, Ministry of Migrant Workers Protection. https://kp2mi.go.id/dashboard-publik; and
Government of the Philippines, Department of Migrant Workers. https://dmw.gov.ph/statistics/overseas-employment-statistics (all accessed February 2026).
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Intraregional mobility remains vital in Asia,
especially for low- and semi-skilled migrants,
bolstered by opportunities from labor
facilitation agreements.

Amid rising migration out of the region, Asia’s intraregional
migration remains an important facet of the mobility
structure of cross-border workers. Bilateral labor
agreements across the region largely facilitate the
movement of low- and medium-skilled workers, with
economy experiences reflecting di  ering labor market
needs and uptake levels (ADB 2025a). Over time, while
some subregions such as East Asia and South Asia

have pursued more extraregional migration corridors,
migrants from Southeast Asia have pivoted more to
other subregions, while Pacific developing economies
has strengthened its ties to Australia and New Zealand
(Figures 5.8 and 5.9). This underscores the importance
of proximity, commonalities in culture, language and
religion, and diplomatic ties as cross-border mobility
considerations (Lee, H. A. 2025).

Figure 5.8 Intraregional Migration (%)
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Asia’s High-Skilled Migration is
Concentrated in a Few High-Income
Destinations Outside the Region,
Amid a General Shift Toward More
Skilled Workers

The World Bank (2023) reported that of the 85 million
Asian migrant workers in 2020, a third (27 million) were
high-skilled with tertiary education—about 70% of
these workers were concentrated in just six destination
economies, including the US, United Arab Emirates,
Canada, and the Russian Federation (Figure 5.10).
Within Asia, the Republic of Korea and Australia stand
out in their high shares of high-skilled migrants, while
Malaysia and Thailand have low proportions. Singapore
also shows a low share of high-skilled Asian migrants. In
2024, several of these high-income destinations either
maintained or even increased their shares of migrants
with advanced education and high skills (Figure 5.11a,
5.11b). The demand for skilled workers remains robust.

Figure 5.9: Top Intraregional Destinations in 2024 (million)

Australia

India

Malaysia

Pakistan

Japan

Hong Kong, China
Singapore
Thailand
Bangladesh

Republic of Korea

Source: ADB calculations using data from United Nations Department of Economic and Social A airs, Population Division. International Migrant Stock 2024.
https://www.un.org/development/desa/pd/content/international-migrant-stock (accessed May 2025).
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Figure 5.10: Share of High-Skilled Migrants Versus Gross National Income per Capita, by Major Destination of Asian Migrants
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Notes: The share of high-skilled migrants is calculated based on the proportion of migrants with tertiary education. Circle size reflects the total number of Asian migrants
received by each economy. Yellow circles represent economies in Asia and the Pacific. In 2020, the World Bank classified economies by income using GNI per capita

(Atlas method), with the threshold for high income at $12,536 or above.
Source: ADB calculations using data from World Bank (2023).

For instance, it is estimated that the US needs about

1 million more science, technology, engineering, and
mathematics (STEM) professionals from 2023 to 2033,
underscoring persistent labor shortages and opportunities
for Asian migrants with fields of STEM expertise
(Thornton 2025). In Europe, migrants account for at least
20% of growing occupations in health care and STEM
(Reiche 2024). These developments reflect growing
policy e orts to rein in global talent that will help boost
long-term economic growth and the competitiveness of
industry.

Amid evolving migration policies, shifting
demand for global talent, and challenges to
labor and skills mobility persist.

Limited cross-border skills mobility. Skills mobility
ensures that workers can fully apply their qualifications
and experience when they move, leading to better job

matching, fairer wages, and higher productivity. It also
enhances labor mobility across all skills levels. When skills
are portable, migrants can be more e ective in filling skills
gaps where their expertise is essential, improving the
usability of their talents, and reducing their vulnerability to
irregular migration and exploitation. Evidence shows that
skills mismatch is more common and persistent among
migrants than for native workers, with migrants having a
10% higher likelihood of being overeducated (Visintin,
Tijdens, and van Klaveren 2015). Without trusted and
transparent recognition systems, workers at all skill levels
risk being underemployed or downgraded when migrating.

Governments in the Association of Southeast Asian
Nations (ASEAN) prioritized the creation of Mutual
Recognition Arrangements (MRAS) to facilitate the
mobility of high-skilled workers and professionals and
later supplemented it with the ASEAN Quialifications
Reference Framework. However, ASEAN MRASs cover
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Figure 5.11: Employment Distribution of Migrants in Destination Economies (%)
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Sources: ADB calculations using data from International Labour Organization Statistical Database (ILOStat). https://ilostat.ilo.org/data/ and https:/ilostat.ilo.org/
resources/concepts-and-definitions/classification-occupation/ (accessed May 2025); Government of Canada, Statistics Canada. https://open.canada.ca/data/en/dataset
(accessed January 2026); and Government of Saudi Arabia, General Authority for Statistics. https://www.stats.gov.sa/en/ (accessed January 2026).

only eight occupations, accounting for a mere 5% of
jobs in the region. Inconsistencies in implementation
and complex barriers to recognizing and certifying
qualifications across ASEAN member economies
continue to constrain the e ective operation of
MRAs. MRAs must also create su  cient incentives for

ASEAN professionals to actually want to work
overseas (Paweenawat and Vechbanyongratana 2019).
Of the 206 bilateral labor agreements (1990-2020)
with Asian signatories, only 10% included skills
recognition provisions.
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Restrictions in the movement of highly skilled workers in
the context of regional trade agreements also constrain
services trade liberalization and hinder positive spillover
e ects for goods and other services trade. For instance,
the Regional Comprehensive Economic Partnership has
limited commitments to Mode 4—which covers the
movement of natural persons—due to concerns over
local labor market impacts, regulatory complexities,

and migration sensitivities (Crivelli, Marand, and

Pascua 2022).

Skills mobility partnerships (SMPs) hold potential
for further expansion.* In Asia, SMPs can be important
channels for strengthening the region’s workforce

by enhancing skills training, empowering workers

and businesses, facilitating regional cooperation and
integration, and strengthening regional governance
mechanisms for the development and movement

of human capital. Examples of SMPs are the Pacific
Australia Skills, the ASEAN-Republic of Korea

Technical and Vocational Education and Training
Mobility Program, and, at the bilateral level, the
Indonesia—Australia Skills Development Exchange,

and the Philippines—Republic of Korea Employment
Permit System.® Despite the benefits of SMPs, their full
implementation comes with significant hurdles related to
costs, skills recognition, and coordination (ADB 2025a).

Governments of the origin and destination economies
could face resource constraints to their SMP support,
while the development of skills for the long term might
be less of a priority for firms whose focus is on learning
skills to help address immediate labor gaps.

Migration systems and policy variation. In

Asia, migration systems continue to evolve, with
ongoing e orts to streamline processing, adjust visa
requirements, and expand pathways for secure and
longer-term migration. Policies also reflect the di erent
roles migrants play in labor markets. For example, in
major Asian migrant destinations such as Japan, the
Republic of Korea, Malaysia, and Singapore, low-skilled
migrants generally face more policy requirements than
high-skilled migrants (Figure 5.12). Entry conditions for
low-skilled migrants often include minimum savings,
business licenses, quotas, and restrictions placed by
source countries, whereas high-skilled migrants typically
face merit-based requirements such as educational
qualifications and technical skills assessments.

During their stay, high-skilled migrants are more likely
to benefit from flexible visa terms and clearer pathways
to residency or citizenship. In terms of welfare, low-
skilled migrants often have limited access to family
accompaniment and employment for family members,
while high-skilled migrants tend to receive broader social
security and health-care benefits.

4 Skills mobility partnerships, also known as labor mobility partnerships, are agreements between economies and institutions designed to facilitate the
development, recognition, and movement of skills across borders. They can vary in form, modality, specific objectives and sectors, targeted skill level,
included type of mobility (temporary, long term), as well as the level of stakeholder involvement (International Organization for Migration 2023).

5 The Pacific Australia Skills was built on the success of the Asia Pacific Training Coalition that was concluded in March 2025. The ASEAN-Republic of
Korea Technical and Vocational Education and Training Mobility Program was intended to help ASEAN member states address the growing mismatch
of skills in the region by leveraging technical and vocational education and training. The Indonesia—Australia Skills Development Exchange pilot project
enables “appropriately skilled individuals to travel between Indonesia and Australia” to undertake short-term work for skills training with businesses or

other organizations in specified sectors.
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Figure 5.12: Migration Policy Measures by Level of Migrant Skills
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Source: ADB calculations using data from World Bank (2025).

Policy Ways Forward and
Implications for Regional Cooperation
and Integration

The global competitiveness of Asia’s
skilled workers presents opportunities
for the region.

Developing economies in Asia, many of which have
stayed in the middle-income range, require high-skilled
workers to support economic upgrading and diversify
into knowledge-intensive sectors, while advanced
economies increasingly depend on such workers to

0 set labor shortages caused by population aging.

The growing pool of highly skilled Asians, both within the
region and abroad, can facilitate knowledge exchange,
investment, and innovation. High-skilled sta ng could
fuel innovation and high skill-intensive industries,
ensuring employability and economic growth (Lim et al.
2023). High-skilled migrants are carriers of knowledge
that help transfer knowledge across borders and create
spillovers elsewhere (Ozden et al. 2017).

The potential of Asia’s skilled workforce can be
harnessed when supported by appropriate policies
and incentive structures, through return migration
and mobility programs that align with the incentives
of individuals and labor markets.® For instance, in

& OECD (2024) estimates that on average 20% to 50% of immigrants leave within 5 years after their arrival, either to return home or to move on to a third

economy.
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Thailand, tax incentives for 2023 to 2025 were extended
in connection with the migration of foreign investors.
These are intended to help these firms hire highly skilled
and highly qualified personnel and so enhance company
competitiveness (Government of Thailand, Board of
Investment 2023). The Republic of Korea in March
2025 launched a top-tier visa to attract highly skilled
professions especially in the technology and research
sectors (Lee, S. J. 2025). Supportive policies are required
to fully realize the developmental potential of high-skilled
return migration. Wahba (2023) highlights the need

for reducing red tape for business registration, 0 ering
information on investment opportunities, improving
labor market reintegration mechanisms, creating a stable
and investor-friendly macroeconomic environment, and
lowering the cost of remittance transfers.

Skills recognition can promote e cient deployment
of labor when supported by domestic policies

and implementation capacity. Skills recognition

is the foundation of skills mobility. Without trusted

and transparent recognition systems, workers at all

skill levels risk being underemployed or downgraded
when migrating. Achieving this requires compatible
qualification frameworks, quality-assured certification
systems, and agreements between governments to
mutually accept skills and credentials.

Cross-border recognition can provide acommon
foundation and transparency, while mobility still
depends on domestic needs, policies, and e ective
implementation—integration into migration and
labor agreements. Strengthening skills mobility requires
both policy alignment and practical implementation
capacity. In ASEAN, for instance, the commitment to
build a unified and integrated community is embodied
in the ASEAN Economic Community, a “single market
and production base” with an unimpeded flow of skilled
labor, among other things (ASEAN Secretariat 2007). It
also called for cooperation, including on the recognition
of professional qualifications. ASEAN’s experience
suggests that strong regional frameworks, if supported
by investment in skills development and aligned with
migration governance tools, have potential to bridge
gaps between labor market needs and migration
policies. Enhancing cross-border mobility for workers

and ensuring education and training systems remain
responsive to technological and structural changes are
important for making skills mobility a driver of e ective
labor migration.

Skills development, assessment, and certification
systems can complement skills mobility. This includes
strengthening technical and vocational education and
training and skills development programs, with specific
attention to evolving labor market demands driven by
technological advancements, just transition, and other
structural changes. The Vientiane Declaration is supported
by a voluntary checklist to help ASEAN member states
assess progress, identify gaps, and guide action in

skills mobility, recognition, and development (ASEAN
Secretariat 2024). The checklist also encourages technical
assistance from international organizations such as the
International Labour Organization and the International
Organization for Migration to help governments in ASEAN
conduct self-assessments, take responsive actions, and
implement the regional action plan.

Regional cooperation could generate synergies to
strengthen human capital, facilitate labor mobility,
promote skills portability mechanisms while
addressing gaps in migration policy enforcement and
coordination. From a multilateral resource standpoint,
ADB can boost regional cooperation initiatives by enabling
more economies to commit and engage ardently in skills
mobility programs and by leveraging its institutional
strength to help member economies ease and dismantle
mobility barriers that members may find challenging to
address on their own, through its country partnership
strategies. At the same time, ADB'’s knowledge products
and knowledge-sharing initiatives can be instruments

to encourage member economies to fine-tune their
migration strategies and monitoring mechanisms to abide
by the pillars of the Global Compact for Migration, with the
view to maximizing the development benefits of migration
and elevating its social impacts.

ADB is also well-positioned to engage in more technical
assistance and funding programs, in collaboration with
other international development organizations and
multilateral stakeholders, to help regional economies
refine their labor market policies to facilitate more
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skills-centric bilateral and/or regional labor agreements.
With an unwavering intention to transform pledges into
action made during roundtable discussions and high-
level conferences, regional cooperation backed by ADB's
institutional strength could promote resilience among
migrant-sending economies and migrant-destination
industries while boosting regional competitiveness.

Remittances

Despite Global Uncertainties,
Remittances Continue to
Demonstrate Resilience

Remittances to Asia are estimated to have reached
$392.8 hillion in 2024, around 43.4% of the global total
of $904.5 billion. Inflows to the region have gained
importance in the past 2 decades since relative to other
resource inflows, remittances have taken a sustained
steady upward path, exceeding portfolio equity

inflows and neto cial development assistance and

Figure 5.13: Financial Inflows to Asia and the Pacific
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0 cial aid since 2014, as well as tourism receipts from
2020 to 2022 (Figure 5.13a). A key source of foreign
exchange and a lifeline to many households in Asia,
the remittances received—and how their volumes hold
up relative to other inflows—vary across subregions,
with economies in the South Asia and Southeast Asia
accounting for 75% (Figures 5.13b and 5.14). These
remittances have been greatly enabled with the rapid
uptake of internet and technology-driven payment
infrastructure in the past 2 decades, which has made
their flow easier, faster, more reliable, and safer than
before (Gates Foundation 2013).

In 2025, monthly remittance flows data suggested
remittance flows to selected Asian economies continue
to be robust (Figure 5.15). Overseas workers from

the Philippines buoyed inflows in 2024 and 2025—
remittances from Filipino workers abroad brought

in monthly average inflows of $3.2 billion during the
period. In Central and West Asia, year-on-year inflows
to Armenia rose by 2.4% and by 16.8% in the Kyrgyz
Republic. Meanwhile, Tonga’s inflows from January to
November 2025 registered a 7.3% growth year-on-year.

(b) Remittances (as % of total financial inflows)
80

70
60

= Pacific developing

Central and West Asia = East Asia

economies
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. - New Zealand
= = Asia and the Pacific — South Asia

Sources: ADB calculations using data from Ratha, Plaza, and Kim (2024); UN Tourism Dashboard. https://www.untourism.int/tourism-data/un-tourism-tourism-dashboard
(accessed October 2025); and World Bank. World Development Indicators Database. https://databank worldbank.org/ (accessed December 2025).
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Figure 5.14: Remittance Inflows by Region and Asian Subregions, 2024
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Figure 5.15: Remittance Inflows to Selected Economies in Asia and the Pacific ($ million)
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Rising uncertainty may weigh on remittance
inflows in the long term, but digital
remittances continue to grow at speed.

Table 5.1 shows the volume and shares of inflows from the
US to some Asian economies. Despite the significant levels
of remittances as a proportion of gross domestic product
(GDP) for some Asian economies, initial estimates suggest
the remittance tax will have modest impact on GDP, even
in remittance-dependent Pacific economies (ADB 2025b).
Whereas the long-term e ects of policy changes on the
cost of hiring foreign labor and remitting funds have yet to
unfold, soft measures that raise the cost of labor dampen
demand while policies that add to the cost of remittances
willa ect remitting behavior.

Cost and Convenience Spur the
Growth and Benefits of Mobile Money

Simple design and user-friendly interfaces make mobile
money a popular choice for transactions. Globally, the

share of digitally enabled remittance to total remittances
doubled from 15.8% in 2020 to 32.0% in 2024, with
inflows through mobile money nearly tripling in value
(Figure 5.16).” Mobile money’s low basic payment
infrastructure requirements have enabled it to provide
access to digital transaction services for unbanked
populations, especially in rural and underdeveloped
areas of the world. In Asia, where 88.0% of the
population aged 15 and above own a mobile phone,
around 63.2% have used it for digital transactions
(Klapper et al. 2025). Given their widespread use

and high value and frequency of transactions, digital
remittance channels (and mobile money in particular)
could reduce the average total cost of remittances and
increase the chances of making the United Nations’
Sustainable Development Goal for remittances to
cost less than 3% per transaction achievable by 2030
(Ravindran 2025) 8

The prevalence of mobile money is improving in Asia,
aided by enabling regulations that support its growth.®
Financial development strategies across the region

Table 5.1: Remittance Inflows from the United States and the World

Remittance Inflows, January to September ($ million)

109

US Inflows Total inflows Inflows from the US as % of total
Remittance Recipient Economy 2021 2025 2021 2025 2021 2025
India 11,378.4 30,905.2 64,285.0 111,571.0 17.7% 27.7%
Philippines 9,439.1 10,510.9 25,698.5 28,973.7 36.7% 36.3%
Pakistan 2,180.8 2,732.8 23,464.3 29,989.3 9.3% 9.1%
Bangladesh 2,574.3 2,864.0 17,240.9 24138.3 14.9% 11.9%
Armenia 418.6 4519 1,536.8 4,252.4 27.2% 10.6%
Georgia 210.0 501.4 1,706.1 2,691.4 12.3% 18.6%
Kyrgyz Republic 331 729 2,032.3 26183 1.6% 2.8%
Tonga 136.2 144.6 3610 411.9 37.7% 35.1%
Samoa 278 425 175.2 2351 15.9% 18.1%

US = United States.

Sources: ADB calculations using data from CEIC Data Company; Ratha, Plaza and Kim (2024); and respective central banks (accessed January 2026).

7 ADB (2024a) refers to digital remittances as “the electronic transfer of money from one person or entity to another, typically across international borders. The
transfers are made through online platforms, mobile apps, and other digital channels that allow individuals to send and receive money quickly and securely.”

8 The infrastructure of mobile money resembles a basic bank account, enabling deposits, withdrawals, and transfers, but lacks features such as interest
payments, credit, or automated services. Since deposits and withdrawals occur through agents, their network is crucial in establishing trust and expanding
the reach of mobile money. Technically, mobile money is backed by e-money, which maintains a one-to-one parity with physical currency (Suri et al. 2023).

®  The GSMA defines prevalence in the context of the Mobile Money Prevalence Index—a composite index that considers mobile money adoption,
activity, and accessibility at country level in order to facilitate comparisons between markets. The purpose of the index is to enable third parties to
gauge whether engagement would lead to expected impact. The index is meant to support decision-making for public, private, and nongovernment
organization stakeholders alike.
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Figure 5.16: Share of Digital Remittances in Total
Remittances
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made through online platforms, mobile applications, and other digital channels that
allow individuals to send and receive money quickly and securely.

Sources: ADB calculations using data from Ratha, Plaza, and Kim (2024);
Raithatha and Storchi (2025); and Statista. https://www.statista.com/outlook/
dmo/fintech/digital-payments/digital-remittances/worldwide (accessed
September 2025).

underscore measures to promote digital channels to
leverage the remittances as a macroeconomic anchor
and pillar of financial sovereignty. Australia, New Zealand,
and economies in East Asia have been at the forefront of
mobile money development but setting digital payment
systems in place are gaining traction in some emerging
Asian markets. For instance, the National Bank of
Cambodia introduced the Cambodia Shared Switch,
online banking, the Bakong system, and its Financial
Technology Development Policy 2023—-2028 as guide

in driving innovation in the finance sector (Cambodia
Investment Review 2024b, Fintech News Singapore
2023). The Bakong Payment System, Cambodia’s

digital payment platform, supported digital transaction
volumes of $492 billion in 2023 and $54.8 billion in

the first half of 2024 (B2B Asia News 2024, Cambodia
Investment Review 2024a). In March 2025, collaboration
between the National Bank of Cambodia and UnionPay
International evolved Bakong into a cross-border
payments platform, initially between Cambodia

and the PRC (National Bank of Cambodia 2025).

In Viet Nam, the government similarly promoted mobile
money as an alternative to cash through its National
Digital Transformation Programme (Open Development
Vietnam 2023). Viet Nam’s mobile money program

has been piloted the past 4 years to promote cashless
payments and expand access to digital financial services
to unbanked and disadvantaged groups and will soon have
ano cial legal framework (VietNamNews 2025).

Domestic digital remittances o er valuable
insights for improving cross-border
remittance systems.

While remittances are often viewed through the lens of
international transfers, digital transfers or remittances
among domestic users—particularly through mobile
money—have transformed financial access for unbanked
and underbanked populations. Easy-to-use and intuitive
apps, lower (and transparent) transaction costs, and
quick real-time transfers are but some of the essential
features of domestic remittances which users also
expect to find in cross-border remittances. Mobile
technology’s transaction-tracking ability improves
remittance data capture and aids in monitoring formal
inflows and improving data integrity, while enhancing
transparency and e ciency (Global Partnership for
Financial Inclusion 2024). These factors demonstrate
how technology, regulation, and trust can combine to
deliver low-cost, fast, and inclusive payment services.

Mobile money has reached unbanked and
rural populations e ectively and rapidly.

Simple designs and evolving user-friendly interfaces have
made mobile money a popular choice for transactionsin
the Philippines, Paraguay, and sub-Saharan Africa.

Thea ordability, speed, and security of mobile money
have also made it an essential tool for domestic remittance
transfers (Gates Foundation 2013), contributing significantly
to poverty reduction and strengthening economic
resilience in developing economies. In Kenya, for instance,
the adoption of M-PESA reduced poverty by about 2
percentage points, stabilized household expenditures on
food, health, and education, and empowered women to
transition from agriculture to entrepreneurial activities
(Batista and Vicente 2021; Jack and Suri 2016).


https://www.statista.com/outlook/dmo/fintech/digital-payments/digital-remittances/worldwide
https://www.statista.com/outlook/dmo/fintech/digital-payments/digital-remittances/worldwide
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The success of mobile money in domestic

remittance systems rests on several factors.

A robust telecommunications infrastructure, a dense
and trustworthy agent network, and the removal of
traditional entry barriers have supported rapid and
widespread adoption (Heyer and Mas 2009; Mas and
Ng’Weno 2010; Vaughan, Fengler, and Joseph 2013).
Interoperability and the absence of minimum balance
requirements have further encouraged usage. Central
to mobile money’s expansion is the network e ect:

as more users join, the system becomes increasingly
valuable, enhancing liquidity, competition among
agents, and consumer trust (Mas and Radcli e 2011).
Together, these elements create a reinforcing cycle
that strengthens both user participation and provider
sustainability.

Despite these achievements, mobile
money systems continue to face challenges
that limit their universal adoption and

e ectiveness.

Common barriers include low financial literacy, limited
access to mobile devices, overcharging by agents, and
relatively high transaction costs (Lee et al. 2021; Suri
etal. 2023). Adoption also remains deeply gendered—
women tend to remit less frequently and in smaller
amounts than men, largely due to lower income levels,
limited phone ownership, and social norms restricting
financial autonomy. Furthermore, the scarcity of female
agents, in certain cultural context, diminishes women'’s
comfort and trust in using these services (Ravindran
2025). Although training programs and transaction-
fee discounts have raised awareness, many potential
users still perceive mobile money as expensive or
complex (Cruces et al. 2020). At the same time, strict
and costly “know your customer” (KYC) regulations,
combined with migrants’ lack of documentation, and the
di culty of expanding rural agent networks continue
to hinder remittance service providers from extending
digital financial access to underserved populations
(Sohst 2024).

Increasing digitalization has also heightened exposure to
fraud, scams, and cybercrime—risks that are accelerating
with advances in artificial intelligence. In 2023 alone,

financial fraud led to estimated losses of up to $37
billion in East Asia and Southeast Asia (UNODC 2024),
with Singapore and Japan reporting particularly high
losses. Developing Asian economies also face added
vulnerabilities from predatory lending, which can
increase indebtedness.

The broader economic impacts of domestic
remittances facilitated through digital
platforms have been substantial.

Evidence demonstrates that rural households using
mobile money experience, on average, 7.5% higher
consumption expenditures, a 42% reduction in extreme
poverty, and nearly threefold increases in savings (Lee
et al. 2021). Greater financial stability reduces reliance
on borrowing and encourages investment in self-
employment and small businesses. Moreover, increased
remittances have enabled the migration of additional
household members, and so amplifying income
opportunities and resilience to economic shocks.

Post-adoption studies reveal that mobile money
fundamentally reshapes remittance and spending
behaviors. In one South Asian economy, for instance,
training interventions resulted in a 26% increase in

the total value of remittances sent and a higher share

of income remitted, without altering the frequency

of transfers (Lee et al. 2021). Men’s use of digital
remittances grew more sharply in value, while women'’s
adoption rose proportionally but remained tied to
household obligations. Users also displayed more
intentional financial behaviors, often directing remitted
funds toward specific nonconsumption purposes such
as education or savings (Lee at al. 2025), suggesting that
mobile remittance channels foster more disciplined and
goal-oriented financial decision-making.

Overall, the domestic digital remittance ecosystem
underscores the importance of building trust through
reliable agent networks, ensuring gender-sensitive
access, and fostering e ective collaboration among
stakeholders. Strong regulatory frameworks supporting
interoperability across financial service providers remain
essential. Equally important is promoting financial
literacy—particularly through peer-led community
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initiatives—which has proven e ective in reducing fraud
by up to 72% and tripling adoption rates (Ravindran
2025). Collectively, these domestic experiences

o ervaluable lessons for global e orts to streamline
cross-border remittance systems, reduce transaction
costs, and advance the United Nations Sustainable
Development Goal 10, to reduce inequality within and
among countries. The target is to lower fees to below 3%
of the remitted amount by 2030.

The Stubborn Cost of Remittances

The average cost of sending remittances
across all instruments is still twice the 3%
Sustainable Development Goal target.

The cost of remitting to Asia declined to 5.4% in the first
quarter of 2025 from the 5.7% quarterly average in 2024,
but the global average stands at 6.5% (Figure 5.17a).

For legacy providers like banks in cash-dominated
receiving areas, the cost remains stubbornly high at 14.5%
for the global average and 10.2% in Asia (Figure 5.17b).

Remittance costs in Pacific developing economies are
historically higher than the global and Asian averages—
the combination of small market scale, which prevents
remittance providers from scaling operations, and
derisking, which reduced correspondent banking
relationships by 60% between 2011 and 2022, have

raised banking transaction costs, including remittance
fees (ADB 2024a). Mobile money channels cost the
least—3.8% in Asia—but usage of mobile money channels
remains limited compared to banks and money transfer
operators. Scaling digital technology applications enough
to bring down the average costs of remitting through
traditional channels might take the industry beyond 2030.

Even in markets where mobile-enabled remittances are
starting to gain a solid foothold, cost is still an issue.

A survey of 44,000 remittance senders and receivers

in 20 Asian economies found digital applications to

be the most popular channel for sending and receiving
remittances in the region (DigiconAsia 2025). However,
despite finding digital channels fast, secure, and reliable,
users find digital fees to be high even in major remittance
corridors and high-volume markets.

Figure 5.17: The Average Cost of Sending $200 (% of transaction value, as of Q1 2025)

(a) Quarterly trend

e
o = N
T T 1

O = N W b OO N 00 ©
T

1Q 2Q 3Q 4Q 1Q 2Q

3Q 4Q 1Q  2Q

2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q

2020 2020 2020 2020 2021 2021 2021 2021 2022 2022 2022 2022 2023 2023 2023 2023 2024 2024 2024 2024 2025

= \NOrId === Asia and the Pacific

Southeast Asia

Pacific developing economies

3Q 4Q 1Q
Central and West Asia === South Asia
=== SDG target

continued on next page



Movement of People

Figure 5.17: continued
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Source: World Bank. Remittance Prices Worldwide. https://remittancepricesworldbank.org/ (accessed January 2026).

Beyond mobile remittance channels, stablecoins have
emerged as a potential means for facilitating cross-
border transfers. While their use remains limited, they
may o0 ere cienciesin costand speed, provided that
appropriate regulatory and risk management frameworks
are in place (Box 5.2).

Bridging the Gap Between Financial
Literacy and Digital Financial Literacy

Digital financial literacy determines the likelihood

of migrants adopting and e ectively using digital

financial services for remittances.'® Survey data from

the Organisation for Economic Co-operation and
Development (OECD) International Network on Financial
Education show that in many economies, regardless of
their level of development, a significant share of adults
manages financial products and services online; yet only
amuch smaller proportion meets the minimum digital
financial literacy threshold (OECD 2023) (Figure 5.18).
The use of high digital service is not matched by adequate

digital financial literacy. For instance, in the Republic of
Korea, 58% of adults use financial services online, but
only 8% are considered digitally financially literate. The
data also show that digital financial literacy scores are
significantly lower among older adults, those with less
education, and those with lower income.

Digital financial literacy is more than what online financial
service use can explain. This highlights the need for
integrated policies that promote digital financial literacy
by combining both digital and financial competencies.
These findings suggest that in developing economies

in Asia, where remittance flows play a critical role in
household income and digital finance is rapidly expanding
through mobile digital platforms, having little digital
financial literacy can increase users’ vulnerability to fraud,
misunderstandings about fees or exchange rates, and

di culty inidentifying secure providers. At the same time,
these economies have an opportunity to embed digital
financial literacy into broader financial inclusion strategies
and consumer protection frameworks.

0 Digital financial literacy is defined as the skills, knowledge, confidence, and competencies to “safely use digitally delivered financial products and
services, to make informed financial decisions and act in one’s best financial interest per individual's economic and social circumstance” (Alliance for
Financial Inclusion and ASEAN Working Committee on Financial Inclusion 2021).
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Box 5.2: Stablecoins and Cross-Border Remittances

A stablecoin is a type of digital currency designed to
maintain a stable value by being pegged to a traditional
fiat currency such as the United States (US) dollar or to a
specified asset, or a pool or basket of assets (McKinsey &
Company 2025; Financial Stability Board 2020). Unlike
traditional cryptocurrencies, such as Bitcoin or Ether,
which can experience drastic price fluctuations within
minutes, stablecoins maintain relatively constant values,
making them more suitable for savings, and cross-border
and real-time payments and remittances (G7 Working
Group on Stablecoins 2019). Examples of stablecoins are
USDT (Tether), USDC (USD Coin), Circle (USDC), EUR
CoinVertible (EURCV), and Maker’s DAL.

Stablecoins can be an alternative to traditional and digital
remittance systems because of their faster processing

times and lower fees (Ante 2025). Sending money through
traditional remittance channels (such as banks and money
transfer operators) typically involves multiple intermediaries,
including correspondent banks, clearing houses, and local
agents, with each intermediary charging a fee and collectively
driving up the total cost for the sender. In the first quarter

of 2025, this would cost anywhere from 5% to 15% of the
remitted amount and would take a few days to be fully
processed.? Digital remittances cost less, around 3.6%, and are
processed in real time. In contrast, stablecoin transactions are
nearly instantaneous, and often cost below $0.01 per transfer,
but can climb to $3-$6 during congesting (Boston Consulting
Group 2025). Cross-border flows into stablecoins are found
to be larger in the corridors where the cost of traditional
remittances is higher (Auer, Lewrick, and Paulick 2025).

Stablecoins are gaining traction in Asia and the Pacific,
particularly in economies with significant remittance flows.
In the United Arab Emirates (UAE), Circle—the issuer of
USD Coin (USDC)—has started to explore the integration
of stablecoins into payment systems, with potential
application in major corridors such as the UAE-Philippines,
and UAE-Pakistan (Merani 2025). In Southeast Asia, both

aWorld Bank (accessed 2025).

the Philippines and Singapore have brought stablecoins
under regulatory oversight. In the Philippines, Coins.ph has
launched a peso-pegged stablecoin (PHPC), with claims
that its use in remittance transactions could reduce fees

to as low as 0.1%-0.3% (Coins.ph 2025). In Singapore,

the Monetary Authority of Singapore (MAS) finalized a
regulatory framework for single-currency stablecoins in
2023, under which the StraitsX Singapore Dollar (XSGD)

is issued and used in payments and digital financial services
(Monetary Authority of Singapore 2023). In Viet Nam, one
estimate suggests that about 7.8% of remittance inflows in
the first half of 2025 were settled in stablecoins despite the
absence of a legal framework (Aiden and Jo 2025), while in
Thailand, Siam Commercial Bank launched a cross-border
remittance service using stablecoin settlement in 2024
following a regulatory sandbox pilot (Siam Commercial
Bank 2024).

Despite these promising developments, the stablecoin
remittance landscape remains challenged by several
structural and regulatory hurdles, the most pressing of
which is regulatory fragmentation. While some jurisdictions
like the US have made strides in passing stablecoin
legislation and reserve requirements, many countries

still lack clear frameworks for their use (Waliczek and
Yeung 2025). This uncertainty makesitdi cult for
remittance providers to operate confidently across borders
(Zetzsche, Arner, and Buckley 2020). Also, on/o -ramp
infrastructure—the systems that allow users to convert
stablecoins into local fiat currency—is still underdeveloped
in many regions. Without reliable and a ordable conversion
mechanisms, stablecoin recipients may find themselves
unable to use their digital funds for everyday expenses. In
addition, while traditional remittance channels are widely
accessible through cash and branch networks, stablecoin
usage still requires smartphones, internet connectivity, and
digital literacy—resources that remain unevenly distributed,
especially in rural or developing countries (ITU 2023).

Sources: Aiden and Jo (2025); Ante (2025); Auer, Lewrick, and Paulick (2025); Boston Consulting Group (2025); Coins.ph (2025); Financial Stability Board
(2020); ITU (2023); McKinsey & Company (2025); Merani (2025); Monetary Authority of Singapore (2023); Siam Commercial Bank (2024); Waliczek and

Yeung (2025); Zetzsche, Arner, and Buckley (2020).
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Figure 5.18: Online Financial Service Use and Digital Financial Literacy, 2022 (% of respondents)
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Greece (HI) *—o
Mexico (UMI) o
OECD Average ® ®
Saudi Arabia (HI) ® ®
Hong Kong, China* (HI) o —0
Jordan (LMI) [
Philippines* (LMI) [
Brazil (UMI) o———=o
Cyprus (HI) ®
Croatia (HI) o———o
Romania (HI) o——0
Uruguay (HI) o——o
Panama (HI) o—o
Albania (UMI) o———o
Paraguay (UMI) |@-®
Non-OECD Average ® ®

0 10 20 30 40 50 60 70 80 90

® Passed digital financial literacy test (% of users)

® Online financial service users (%)

HI = high income, LMI = lower middle income, OECD = Organisation for Economic Co-operation and Development, UMI = upper middle income.
Notes:

(i) “*" represents economies in Asia; online financial service users refers to “adults who manage financial products and services online.”

(i) Financially literate refers to “adults who manage financial products and services online and score the minimum target digital financial literacy score.”

(iii) The OECD International Network on Financial Education 2023 Survey covered 39 economies, using the 2022 questionnaire to collect data from 68,826 adults aged
18-79.

(iv) The digital financial literacy score in the survey is designed to capture an individual’s level of digital financial literacy, as a combination of knowledge, skills, attitudes,
and behaviors necessary to safely use digital financial services and technologies.

Source: OECD (2023).
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National strategies, including financial
inclusion strategies, do not always
incorporate digital financial literacy
initiatives tailored to migrant communities.

While digital financial literacy (DFL) is addressed as part
of broader financial education initiatives, the strategy
does not specify DFL programs tailored to the needs of
migrant workers or their families. Despite strong incentive
for migrants and their families to use cross-border digital
financial services (DFS), which typically cost much less

compared to traditional channels, a lack of knowledge in
digital financial education limits migrants’ openness to
using digital remittance avenues. In this context, there
may be value in considering how DFL e orts can be
aligned with the unique financial behaviors and challenges
of migrant households. Table 5.2 maps the national
strategy for financial inclusion of some key remittance-
receiving economies in Asia, the inclusion of migrant
workers as a target for such strategies, and the presence of
DFL initiatives (or its lack thereof).

Table 5.2: National Strategies for Financial Inclusion and Digital Financial Literacy in Selected Asian Economies

Category Philippines

(ORI EINDle[ei[[-a18 National Strategy for
Financial Inclusion

2022-2028

Bangko Sentral ng
Pilipinas
DFL Mentioned? Yes, under Strategic

Objective 2

Build informed use of
DFS and consumer
protection

Purpose of DFL

Migrant workers and
their families listed as
underserved

Migrants and/or
Their Families

Remittances Priority use case for

DFS

Cambodia

National Financial
Inclusion Strategy
2019-2025

National Bank of
Cambodia

Not in particular
but digital payment
systems are
mentioned

General financial
literacy aims to
“increase consumer
empowerment

and protection,

and finance sector
transparency”

“Dependents” (that is,
remittance recipients)
are among the target
segments in Iltem 45
of the NFIS document

The development of
remittance channels
isincluded in the plan
to expand “digital
payment system
capabilities”

Samoa

National Financial
Inclusion Strategy
2022/2023-
2025/2026

Central Bank of
Samoa

Yes, under alignment
with Money Pacific
Goals 2025, which
aims for a healthy
financial life for the
Pacific

Enhance financial
capability and
consumer protection

Migrants mentioned
as key remittance
senders; families are
implied beneficiaries
of remittance-linked
financial inclusion

e orts

Focus sector
promoting DFS

Nepal

Fourth Strategic Plan
2022-2026
Financial-Literacy-
Framework-2022.pdf

Nepal Rastra Bank

Yes. Itis defined in the
framework and digital
financial literacy is
identified as part of the
delivery of financial
literacy (item 4.2)

Promote consumer
safety in using digital
financial services and
make digital

financial literacy part
of the financial literacy
activities and programs

Migrant workers and
remittance receivers
are mentioned among
the target segments
of Nepal's financial
literacy framework

Yes, remittance
recipients are among
the target segments

Tajikistan
National Financial

Inclusion Strategy
2022-2026

National Bank of
Tajikistan

Briefly, digital financial
literacy was mentioned
asacomponent of a
project in conjunction
with the IFC in
2019-2021

No specific mention
of DFL but general
financial literacy is
one of the four key
areas of the National
Financial Inclusion
Strategy

Item 70 suggested
that convenient
savings and loan
products be
developed for
remittance senders
and their families by
better understanding
remittance amounts
and frequency of
remittance flows

The document
recognized Tajikistan's
dependence on
remittance and
encouraged the linking
of money transfers

to bank accounts
“customers can take
advantage of digital
payment opportunities”

continued on next page
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Table 5.2: continued

Category

DFL Initiatives

Cambodia

No specific DFL
initiative but there is

Philippines

DFL is integrated in
a broader financial

Samoa Nepal Tajikistan
DFL is integrated DFL is included in No specific DFL
into broader financial  the financial literacy initiative

literacy framework
that includes content
on DFS safety, digital
assets, and MSME

a plan to transition to
digital transactions

financing
Monitoring No dedicated DFL No dedicated DFL
and Evaluation indicators; tracked indicators
le[Te=1e] R o] @BIZ M through general

financial literacy (%

of adults with passing

scores) and DFS

usage
Internet 80.8% 73.6%

etration (%)

Mobile subscription 1173 120.8
(per 100 people)
Remittances (% GDP) 8.5% 6.4%

literacy initiatives
under Strategic Pillar

programs submitted
by banks and financial

5; no stand-alone DFL institutions
program specified
No dedicated DFL No dedicated DFL No dedicated DFL

indicators; relevant
aspects tracked under
general financial
literacy

indicators, but the
framework mandates
that all banks report
on all the financial
literacy programs
conducted while NRB
will evaluate financial
literacy activities and
programs at the macro
level

indicators; relevant
aspects tracked under
general financial
literacy

88.8% 62.8% 44.3%

624 1333 126.2

25.9% 25.7% 45.4%

DFL = digital financial literacy, DFS = digital financial services, GDP = gross domestic product, IFC = International Finance Corporation, MSME = micro, small, and
medium-sized enterprise, NFIS = national financial inclusion strategy, NRB = Nepal Rastra Bank.

Note: Internet penetration refers to the percentage of households with internet access at home.

Sources: Bangko Sentral ng Pilipinas; National Bank of Cambodia, Central Bank of Samoa, Nepal Rastra Bank, and National Bank of Tajikistan; Our World in Data.
https://ourworldindata.org/grapher/mobile-cellular-subscriptions-per-100-people?tab=table (accessed January 2026); and International Telecommunication Union.

https://datahub.itu.int/ (accessed January 2026).

Policy Implications and Conclusions

Scaling up hard and soft infrastructure across
the region—including public digital and data

infrastructure—through an integrated policy

focus, will help widen the scope and reach of

digitalization and reduce remittance costs.

The global digital economy was about $16 trillion (15%
of global GDP) in 2024 (International Data Center
Authority 2025). Within the region, Southeast Asia’s
digital economy alone is expected to grow to $300
billion by the end of 2025 from increased e-commerce
in wholesale and retail goods and services, transport
and tourism industries, financial services, online
media, including social media, streaming, and gaming
(Ng 2025). The drive to successfully serve the growing
needs of consumers, enterprises, and governments
requires increased investments in fiber technology
and more resources to support cross-border e orts

to harmonize regulatory frameworks, interoperability
standards, digital governance conventions, and digital
and cybersecurity capacity building (Asian Infrastructure
Investment Bank 2020; International Monetary Fund
2023; Pankert et al. 2023; Tech for Good Institute 2025).

The quality of remittance statistics requires further
improvement. With remittance transactions, including
digital transactions, growing in importance over the
past few decades, it is imperative that accurate and
comprehensive data be collected on time. This will
help in identifying trends, understanding the use of
remittances, and developing targeted interventions to
harness the positive impact of remittances on poverty
reduction, economic growth, and financial inclusion.
Improved data on remittances will directly support
the Sustainable Development Goals indicators on
reducing remittance costs and increasing the volume
of remittances.
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A well-defined policy program would help more
Asian economies to promote digital remittance.

Coordinating policies around cross-border
interoperability and regulatory challenges would

expand the number of digital remittance corridors in

the region. Countries around South and Southeast Asia
(Malaysia, Indonesia, Singapore, the Philippines) are
investing in state-led initiatives to develop interoperable
infrastructure. Interoperability o ers significant ease

of transaction to users and positive spillover e ects

to providers. However, ensuring that banks, mobile
network operators, and fintech companies adopt
common technical standards and settlement protocols
poses significant di  culties. These are exacerbated

by infrastructure challenges. As usage increases,
interoperable systems must overcome scaling issues:
latency (transaction processing delay), higher failure
rates, bottlenecks in processing between providers’ back-
end systems. Ensuring that all apps and banks maintain
reliable uptime under high loads is also a challenge.

Wide gaps in financial literacy and digital
financial literacy suggest a growing need

for integrated policies that combine both
competencies.

Asia’s developing economies with higher dependence

on remittance need to embed digital financial literacy
into broader financial inclusion strategies and consumer
protection frameworks. Cross-border digital financial
services, such as international remittances, may

require migrant workers and their families to have

higher digital financial capability as they must navigate
exchange rates, transfer fees, multiple service providers,
regulatory di erences across jurisdictions, and increasing
cybersecurity risks.

Studies recommend joint design of financial literacy
programs and digital product onboarding materials, with
remittance service providers and local community-based
organizations executing education campaigns to reach
disadvantaged or digitally excluded groups (Alliance for
Financial Inclusion and ASEAN Working Committee on
Financial Inclusion 2021). Specifically, partnerships that
enable the collection and analysis of user data (migrant
demographics, pain points, digital usage rates) hold

the potential to tailor financial literacy content more

e ectively. An example is the SentBe-United Nations
Capital Development Fund toolkit developed for South
Asian migrants through insights from both cross-border
remittance data and local engagement (Kamau, Gonzalez-
Caro, and Hossain 2023). Combining online modules
(provided by remittance platforms and international
agencies) with in-person neighborhood training delivered
by local nongovernment organizations has proven to
increase e ectiveness, especially where digital access and
literacy are low (Morgan, Huang, and Trinh 2020).

International Tourism

Tourism Remains a Bright Spot
for Economic Growth

Tourism is vital for economic growth across Asia, driving
revenues, foreign exchange earnings, employment, and
livelihood opportunities. In 2024, travel and tourism
contributed $3.2 trillion to the region’s economies (up by
3.2% versus 2019) and supported more than 200 million
jobs (1in 10). Tourism's GDP share was 8.4% (down from
9.8% in 2019), reflecting faster growth in the broader
economy and subregional variations in recovery even

as output returned to levels before coronavirus disease
(COVID-19) lockdowns decimated business. The sector
is already on a jobs-intensive growth path. The World
Travel and Tourism Council (WTTC) projects tourism

to reach $6.2 trillion by 2035, about 11.2% of regional
GDP, with employment rising to 260.4 million, or 12.7%
of total regional employment in 2035 (Table 5.3). The
next question is where momentum is strongest—and
which strategic levers can propel transformation toward
resilient, higher-value growth.

To understand how quickly—and where—momentum
has returned since the end of the pandemic, it is useful
to start with regional patterns in international arrivals
and receipts. By the end of 2024, Asia reached 96.3% of
2019 arrival volumes while receipts exceeded the 2019
benchmark by 5%, signaling full recovery in value terms
(Figure 5.19b) despite slightly lower visitor numbers. This
makes Asia the second-most-visited region globally after
Europe, with its share of worldwide arrivals recovering
from a pandemic low of 13.3% (2021) to 27.4% by 2024
(Figure 5.19a).
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Table 5.3: Economic Impact of Tourism in the Asia and Pacific Region

GDP Contribution Travel and Tourism Jobs
GDP Amount GDP Share Employment Employment Share
($ trillion) (%) (million) (%)
2019 31 9.8 190.8 10.3
2024 3.2 84 200.1 10.3
2025° 3.6 9.1 207.0 10.6
2035° 6.2 11.2 2604 127

GDP = gross domestic product.
a=forecast

Note: The World Travel and Tourism Council only has data for Armenia; Australia; Azerbaijan; Bangladesh; Brunei Darussalam; Cambodia; the People’s Republic of China;
Fiji; Georgia; Hong Kong, China; India; Indonesia; Japan; Kazakhstan; Kiribati; the Republic of Korea; the Kyrgyz Republic; the Lao People’s Democratic Republic; Malaysia;
Maldives; Mongolia; Nepal, New Zealand; Pakistan; Papua New Guinea; the Philippines; Singapore; Solomon Islands; Sri Lanka; Taipei,China; Tajikistan; Thailand; Tonga;
Turkiye; Uzbekistan; Vanuatu; and Viet Nam.

Source: ADB calculations using data from World Travel and Tourism Council Research Hub. Interactive Economic Impact Dashboard. https://researchhub.wttc.org/dv-
dashboard (accessed September 2025).

Figure 5.19: Tourism Performance by Region of Destination
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Sources: ADB calculations using data from CEIC Data Company (accessed September 2025); Euromonitor Passport (accessed September 2025); UN Tourism.
Compendium of Tourism Statistics data set. https://www.unwto.org/tourism-statistics/tourism-statistics-database (accessed September 2024); and UN Tourism. World
Tourism Barometer, September 2025. https://doi.org/10.18111/wtobarometereng (accessed October 2025).
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The aggregate rebound masks significant subregional
variation. East Asia has historically accounted for

the largest shares of both arrivals and receipts, with
Southeast Asia consistently second (Figure 5.20a).
Australia and New Zealand remain small in arrivals
(approximately 3% of the Asia total) but command
12%-14% of tourism receipts, indicating substantially
higher spending per visitor—a pattern driven primarily by
high-value tourism in the two destinations (Figure 5.20b).

A notable shift has been Central and West Asia’s rapid
ascent. Its share of Asia’s arrivals increased from 18.6% in
2014 to 23.2% in 2024, while East Asia’s share declined
from 39.6% to 35.6% and Southeast Asia’s fell from
32.1% to 30.3% (Figure 5.20a). The pre-pandemic period
(2016—-2019) showed particularly strong momentum,
with Central and West Asia’s international tourism
receipts growing at 18.0% a year and arrivals at 20.3%—
double-digit gains that positioned the subregion as one
of the region’s fastest-growing destinations (Figure 5.21).

Strategies have diverged between di erent economies.
Many destinations prioritized volume, expanding arrivals
faster than receipts. Tajikistan and Uzbekistan recorded
exceptional growth in both (each above 48% compound
annual growth rate), while Australia, Japan, and New
Zealand tilted toward higher yield, raising receipts per
visitor even as arrival growth moderated (Figure 5.22).

Taken together—Central and West Asia’s rapid rise from
amodest base, Southeast Asia’s durable second position,
and Australia and New Zealand’s small share but
outsized receipts—the picture is one of di erentiated
performance. Having mapped where growth occurred,
the next step is to understand why some destinations
translate infrastructure and facilitation into arrivals and
value more e ectively than others, and why certain
origin—destination pairs realize potential while others
remain underdeveloped. This motivates the push—pull
analysis in the next section.

Figure 5.20: Percentage Share of Subregion to Asia and the Pacific (%)
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Sources: ADB calculations using data from CEIC Data Company (accessed September 2025); Euromonitor Passport (accessed September 2025); UN Tourism.
Compendium of Tourism Statistics data set. https://www.unwto.org/tourism-statistics/tourism-statistics-database (accessed September 2024); and UN Tourism. World
Tourism Barometer, September 2025. https://doi.org/10.18111/wtobarometereng (accessed October 2025).
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Figure 5.21: Tourism Performance by Subregion, 2016-2019—Asia and the Pacific
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Compendium of Tourism Statistics data set. https://www.unwto.org/tourism-statistics/tourism-statistics-database (accessed September 2024); and UN Tourism. World
Tourism Barometer, September 2025. https://doi.org/10.18111/wtobarometereng (accessed October 2025).

Figure 5.22: Tourism Performance by Economy, 2016-2019—Asia and the Pacific
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Determinants of International Tourism
Flows: Push-Pull Factors

Tourism flows result from the interplay of origin-side
and destination-side forces. Push factors reflect the
capacity and propensity of source markets to generate
outbound travel. Pull factors capture the attractiveness
and readiness of destinations to convert interest into
arrivals and spending. In competitiveness terms, push
and pull function as the demand and supply engines of
performance (Dupeyras and MacCallum 2013). Push
sets the potential scale and rhythm of demand from
each origin. Pull determines which origin—destination
pairs realize that potential and at what value.

Push Factors—Origin Capacity and Propensity

Outbound travel depends on the conditions in the
traveler’s place of origin. The push factors influence the
capacity and the willingness of consumers to travel. The
main drivers of market potential include the following:

Income and demographics drive travel demand.
Rising disposable incomes make international travel
more accessible, with 1.1 billion individuals or 40% of
the global population expected to a ord travel by 2030
(World Travel Market London and Tourism Economics
2025). Age structure and household composition also
determine trip frequency, purpose (i.e., leisure, business),
travel timing, length of stay, and spending patterns. For
instance, Generation Z (or individuals born between
1997 and 2012) prioritizesa ordability of travel more
than any other considerations compared to other age
groups (World Travel and Tourism Council 2023).

Economic conditions shape travel behavior. During
periods of economic slowdown, consumers adjust
how they allocate their discretionary budgets. Inflation
cuts into purchasing power, employment levels a ect
household confidence, and policy measures, such as
taxes and incentives, can either stimulate or constrain
outbound travel. Recent economic uncertainties

have shifted travelers’ priorities. While cost remains a
key factor, travelers now optimize value by choosing
destinations where their currency stretches further,
rather than reducing their overall travel budget (World
Travel and Tourism Council 2023).

Digital readiness lowers transaction costs. High
internet penetration, widespread mobile adoption,

and familiarity with digital platforms minimize search
friction and simplify booking processes, making trip
planning faster and easier. However, visa restrictions
may pose challenges and narrow the gains despite
rising incomes and digital readiness. Technology such
as travel applications and artificial intelligence tools are
increasingly vital for providing personalized experiences.
This is especially critical for engaging younger travelers,
who rely heavily on mobile devices for accessing travel-
related services (World Travel Market London and
Tourism Economics 2025).

From Structural Factors to Market-Specific
Propensity

These drivers combine di erently in each origin to produce
distinct travel behavior. Performance shows up along two
dimensions: trip propensity—how often people travel (e.g.,
overseas trips per 1,000 people)—and yield—spending
per trip. Singapore exemplifies high-frequency propensity:
residents averaged about 1,880 trips per 1,000 people in
2019—among the highest globally (Figure 5.23). Recent
consumer research echoes this, with many Singaporeans
trimming domestic food-and-retail outlays to preserve
spending power for travel abroad (Visa 2024b).

Australia demonstrates a contrasting pattern of high-
value, low-frequency propensity (458 trips per 1,000
people, $4,048 per trip): high capacity, but long distances
and concentrated holiday calendars mean fewer, and
longer trips with higher expenditure (7-14 days).

Outside Asia, similar patterns emerge. France, Spain, and
the US pair moderate propensity with relatively high
per-trip spending. Meanwhile, Germany, the
Netherlands, the United Arab Emirates, and the United
Kingdom exhibit high-propensity/mid-spend behavior
typical of well-connected short-haul travel within
Europe and the Middle East (Figure 5.23).

Why Propensity Matters for Strategy

Understanding these patterns is essential because
rising incomes alone do not guarantee proportional
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travel growth. In 2019, Europe accounted for 40% of
global outbound spending while Asia represented 29%.
The World Travel and Tourism Council projects that
Asia will overtake Europe by 2035, reaching 38% of the
$2.7 trillion global outbound market.! However, this
expanding origin capacity represents potential and not
realized flows. Which destinations capture this demand
depends on pull factors: the destination-side appeal
and bilateral characteristics that convert intent into
arrivals and spending.

Pull Factors—Destination-Side Features

Pull conditions determine which origin—destination pairs
convert first and at highest value. The foundations—
natural attractions (e.g., biodiversity, climate, landscapes),

Figure 5.23: Outbound Tourism by Select Source Markets, 2019

cultural assets (e.g., cuising, festivals, heritage sites),

and cultural and social experiences—create a
destination’s core appeal (World Economic Forum 2019).
Whether appeal turns into bookings depends on enabling
systems on the destination-side: overall openness

and predictable border processes; air, sea, and surface
connectivity that reduce total travel time; su cientand
quality tourist services (e.g., hotel rooms and supporting
facilities) that shape length of stay and travel expenditure;
safety and political stability that build confidence; and
digital readiness and payments that lower search and
booking frictions. Emerging evidence also shows that
geopolitical tensions can lead to sharp declines in tourism
flows, with studies documenting sizable drops in cross-
border travel during periods of friction (Akram et al. 2023;
and Wujie 2023).
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1

Dashboard.

Values computed from World Travel and Tourism Council Research Hub Interactive Economic Impact Dashboard. Interactive Economic Impact
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A Regional Competitiveness Snapshot

Across Asia, cultural and non-leisure assets generally
match or exceed global benchmarks. The region averages
7.6 World Heritage cultural sites per economy (versus
about 7.5 globally) and higher non-leisure digital demand
(7.8 versus about 6.4). Natural pull is mixed. There are
more World Heritage natural sites per economy (2.9
versus about 2.0 globally), but a lower protected-land
share (12.8% versus 15.9%). Within the region, East Asia
leads on cultural and non-leisure demand. Meanwhile,
Australia and New Zealand lead on natural assets,
whereas Southeast Asia, South Asia, and Central and
West Asia tend to trail on one or more dimensions.*?
Southeast Asia trails on protected-land share and nature
digital demand; South Asia on both protected share and
online interest; Central and West Asia on World Heritage
natural sites, protected share, and demand. These
shortfalls reflect visibility and conservation-management
gaps more than a lack of assets. Recent analysis in ADB's
Asia-Pacific Climate Report 2025: Unlocking Nature for
Development underscores how material these assets

are for the region’s economies, estimating that about
75% of GDP in Asia is directly or indirectly tied to
nature-dependent sectors such as tourism, agriculture,
and fisheries, reinforcing that natural pull is not just an
amenity but a core economic asset (ADB 2025c).

Enablers such as internet penetration, mobility across
borders, and transport are broadly near global norms.
Internet penetration is close to parity (about 71% versus
75% globally) and mobile broadband subscriptions

are similar (about 97 versus 95 per 100 people), with
near-universal 3G/4G coverage. Border facilitation and
overall connectivity are comparatively strong, while
ground transport exceeds global averages but formal
air-services agreements lag, and seaport services and
hotel capacity per capita are below average. Subregional
patterns are clear. East Asia leads in digital uptake and
hub connectivity. Australia and New Zealand perform

strongly in tourist services. Southeast Asia achieves
highest visa openness. South Asia lags on internet
access, while Central and West Asia shows steady
improvement from a lower base.*® These enablers are
critical to turning intent into realized trips and without
them, demand remains unrealized regardless of origin
strength or destination appeal (ADB 2025a).

In 2024, Asia’s accommodation costs remain generally
below the global sample (both hotel and short-term
rental prices), while fuel is higher and the composite
price competitiveness score still sits above the world
average. Since 2019, accommodation prices have risen
across most subregions, but Asia’s relative advantage
persists. Variation within the region is wide: costs are
typically lowest in parts of Central and West Asia, and
South Asia, mixed across Southeast Asia, moderate in
East Asia, and highest in Australia and New Zealand.**

On safety and security, the picture is broadly comparable
to, and in some respects slightly stronger than, global
norms, although pockets of elevated terrorism risk

and organized violence persist. Within the region,
perceptions of community safety are generally strongest
in Australia and New Zealand, while East Asia performs
steadily on conventional safety metrics, South Asia
tends to report softer perceptions of night safety, and
Central and West Asia shows improvement but remains
uneven.”® Gallup’s Global Law and Order Index, which
measures whether people feel safe walking alone at night
and trust local police, shows a similar pattern: Australia
and New Zealand, and several economies in Southeast
Asia, and East Asia score well above the global average,
while many destinations in Central and West Asia,

and South Asia sit closer to or below it (Gallup 2025).
The Global Peace Index similarly places many Asian
economies in the upper half of global rankings, even

as a subset of destinations continue to face elevated
terrorism or conflict risks (Institute for Economics and
Peace 2025).

2. Summary based on World Economic Forum Travel and Tourism Development Index (WEF TTDI) indicators for natural, cultural, and non-leisure

resources (2019, 2024 editions). WEF TTDI 2024.

8 Summary based on WEF TTDI indicators for infrastructure (2019, 2024 editions). WEF TTDI 2024.
4 Summary based on WEF TTDI indicators for price competitiveness (2019, 2024 editions). WEF TTDI 2024.
% Summary based on WEF TTDI indicators for safety and security (2019, 2024 editions). WEF TTDI 2024.


https://www.weforum.org/publications/travel-tourism-development-index-2024/interactive-data-and-economy-profiles-afaa00a59c/
https://www.weforum.org/publications/travel-tourism-development-index-2024/interactive-data-and-economy-profiles-afaa00a59c/
https://www.weforum.org/publications/travel-tourism-development-index-2024/interactive-data-and-economy-profiles-afaa00a59c/
https://www.weforum.org/publications/travel-tourism-development-index-2024/interactive-data-and-economy-profiles-afaa00a59c/
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Bilateral Features

Distance, route connectivity, visa policies, and relative
costs significantly influence travelers’ decision-making
process, independently of destination quality. Shorter
distances, direct routes, and progressive visa facilitation
raise booking likelihood and speed of sector’s recovery,
while long distances, limited connections, and restrictive
requirements constrain flows even when destinations are
strong. Exchange rates create additional corridor-specific

variation: currency movements shift relative a ordability,
making the same destination appear di erently priced
todi erent origin markets (which Box 5.3 illustrates
through the depreciation of the Japanese yen). Because
these factors vary by origin-destination pair rather than
destination characteristics alone, they create corridor-
specific patterns that require targeted policy responses.
Box 5.4 translates these patterns into a push-pull
diagnostic map of corridor competitiveness.

Box 5.3: Exchange Rates and Tourism Recovery—Japan’s Experience

Exchange rates function as bilateral-specific price
mechanisms: currency depreciation makes destinations
more a ordable from specific origin markets. Japan
illustrates this bilateral e ect. The yen's 40%+ depreciation
against the United States dollar from 2019 to 2024
improved a ordability for foreign visitors, with inbound
arrivals exceeding pre-pandemic levels by 6.9% in the first
half of 2024. Yet, elasticity estimates vary by origin: 1%-yen
depreciation increases arrivals from the People’s Republic
of China by 1.5%, but Singaporean arrivals by only 0.7%
(Mastercard Economics Institute 2025).

International arrivals from Singapore recovered more rapidly
than Japan’s overall inbound tourism. By June 2023, inbound
flows from Singapore had already surpassed the 2019 volume

by 18% and by the second half of 2024, they were 40.1%
higher than pre-pandemic volumes (box figure). According
to Mastercard Economics Institute (2025), the appreciation
of the Singapore dollar against the yen during the first half
of 2024 helped o set the rise in hotel and flight prices and
this contributed to a boost in arrivals from Singapore. Visa’s
Global Travel Intentions Study shows that 21% of Singapore
travelers prefer Japan as their next destination, with local
cuisine cited as the main attraction. Japan also ranked as the
top destination for Singaporean spending in December 2023
(Visa 2024a). Travel from Singapore to Japan continued to
increase, exceeding its 2019 arrivals by 61.2% during the first
half of 2025 (box figure). Supported by favorable exchange
rate and strong traveler preference, this growth trend is
expected to continue.

International Arrivals to Japan by Origin and Average Foreign Exchange Rate
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Source: ADB calculations using data from CEIC Data Company (accessed October 2025).

Source: ADB.
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Box 5.4: From Flows to Strategy: Push—Pull Drivers of International Tourism in Asia and the Pacific

Between 1995 and 2024, subregions in Asia and the Pacific
took distinct paths. Southeast Asia strengthened both
traveler capacity and destination readiness, reaching high
performance on both fronts. South Asia’s fast-growing
middle class lifted outbound demand, yet infrastructure and
facilitation gaps limited conversion. Central and West Asia
expanded air capacity and modernized infrastructure, but
arrivals from higher-income Asian markets remained modest.

A gravity model for bilateral flows in Asia and the Pacific
(1995-2024) measures contributions of origin factors
(income, population, and digital access), destination factors
(attractions, air connectivity, safety, and infrastructure),
and bilateral corridor features—distance/travel time, visa
status, shared borders, common language, and a ordability
captured by a bilateral real exchange rate (relative prices).
Origin, destination, and year fixed e ects control for
unobserved traits and global shocks. Year fixed e ects
explain roughly 12%—-25% of variation, showing that global
conditions (interest-rate cycles, oil prices, recessions,
pandemics) matter alongside local fundamentals.

On the origin side, a 1% increase in income generates
roughly 4%-10% more outbound travel, while larger
populations and better digital infrastructure (internet
access, online booking platforms) also significantly lift
outbound flows. On the destination side, a 1% improvement
in attractions (heritage sites, natural assets) raises arrivals
by 2%-5%, while better air connectivity, tourist services,
and safety perceptions all demonstrate positive e ects.
Distance and visa restrictions reduce flows as expected,
while shared borders and common language also increase
flows. Visa policies have substantial e ects: restrictive
requirements reduce arrivals by 32%—52% depending on
the subregion, with Central and West Asia, and South Asia
experiencing the largest reductions.

Across roughly 30 subregional corridors, four groups could
emerge from the push—pull map. Strategic priorities (high
push—high pull) comprise six corridors where large, higher-
income origin markets align with destinations o ering
strong attractions, favorable safety perceptions, robust

Source: Rodolfo (2025).

transport connectivity, and high-quality service capacity—
indicating structural readiness on both sides. East Asia to
Southeast Asia exemplifies this pattern: high incomes and
large populations in the People’s Republic of China, Japan,
and the Republic of Korea generate massive outbound
capacity, while Southeast Asia’s rich cultural and natural
attractions, and the expansion in air transport infrastructure
and tourist services infrastructure convert that demand

e ciently. Nine corridors show untapped potentials (high
push—low pull), where travel-ready origins (e.g., Australia,
the People’s Republic of China, Japan, the Republic of
Korea) meet destination constraints. For example, South
Asia’s limited flight frequencies and safety perceptions
curb the likelihood of travel from East Asia. Underutilized
opportunities, defined by low push-high pull dynamics,
spans nine corridors where destinations are competitive but
outbound propensity at the origin is modest. The remaining
six fall under long-term development (low push—low pull),
with foundational constraints on both sides. Bilateral
features—relative prices, flight time and direct connectivity,
and visa reciprocity—then tilt outcomes within each

group, explaining why seemingly similar corridors convert

di erently and indicating the most immediate levers (fares/
fees, schedules, or visa facilitation) to unlock demand.

The push-pull diagnostic reveals that binding constraints
vary systematically across corridors: some face destination
infrastructure and facilitation gaps, others encounter
awareness and connectivity limitations despite adequate
supply readiness, while well-functioning corridors require
capacity management and sustainability approaches. Like
export and investment promotion agencies, well-resourced
tourism promotion organizations can help materialize
potential flows by targeting high-potential corridors

with coordinated marketing, route development, and
facilitation support. This variation suggests that tourism
development strategies—and associated institutional
arrangements— benefit from matching interventions to
specific performance gaps in origin-destination pairs rather
than applying uniform solutions across diverse contexts.
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Concentration Risk and
the Case for Diversification

Destinations that attract large volumes from a handful
of nearby sources perform well but carry concentration
risk. Globally, four in five tourists travel within their
region (UN Tourism 2020). In Asia, 70.1% of 2019
arrivals were intraregional, with East Asia supplying
34.9% and Southeast Asia 19.4% (Figure 5.24a). Europe
contributed a smaller 18.2% of arrivals but 17.5%

of travel export revenues,* indicating a high-value
profile. This concentration creates vulnerability. When
these dominant origins experience shocks, exposed
destinations lack alternative source marketsto o set
losses. During the 2022 reopening, when East Asia
eased travel restrictions later than other regions, its

share of arrivals to Asia dropped to 7.2% and its revenue
contribution to 27.5%."

Between 2019 and 2023, the inflow mix became more
diversified, with Europe emerging as a growing source,
although intraregional travel remained dominant at
65.8%. East Asia’s dominance as a source market
softened, while Central and West Asia, Southeast

Asia, North America, and Europe gained share. On the
destination side, Southeast Asia and East Asia’s intake
eased, while Central and West Asia emerged as the
relative gainer (Figure 5.24b). The nete ect s that
intraregional travel remains the anchor, but reliance on
one market has moderated—strengthening the case for
diversification. This concentrationise cientin calm
times but risky during times of shock. The PRC episode

Figure 5.24: Bilateral Inbound Tourism Flows to Asia (excluding the PRC)
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Notes: Central and West Asia includes tourism flows to Armenia, Azerbaijan, Georgia, Kazakhstan, the Kyrgyz Republic, Turkiye, and Uzbekistan. East Asia includes tourism
flows to Hong Kong, China; Japan; the Republic of Korea; Mongolia; and Taipei,China. South Asia includes tourism flows to India, Maldives, Nepal, and Sri Lanka. Southeast
Asia includes tourism flows to Brunei Darussalam, Cambodia, Indonesia, the Lao People’s Democratic Republic, Malaysia, the Philippines, Singapore, Thailand, and Viet Nam.
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Sources: ADB calculations using data from CEIC Data Company (accessed October 2025); Haver Analytics (accessed October 2025); UN Tourism Statistics Database,
October 2025. https://www.e-unwto.org (accessed November 2025); and o  cial sources (accessed October 2025).

6 ADB calculations based on Organisation for Economic Co-operation and Development - World Trade Organization (OECD-WTO) Balanced Trade in
Services data set.

7 ADB calculations based on OECD-WTO Balanced Trade in Services data set.
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illustrates how a single origin can transmit large swings to
exposed destinations (Box 5.5).

Achieving diversification requires moving beyond
reactive responses to strategic portfolio management.
Individual economies cannot rebalance their source
portfolios alone because the constraints requiring
coordination span borders. Regional cooperation
provides the mechanism to address these corridor-
specific mismatches systematically, strengthening
competitive positioning across multiple origin markets
simultaneously. This portfolio approach builds structural
resilience by reducing dependence on any single
high-push origin. The experience of economies in the
Association of Southeast Asian Nations (ASEAN)
demonstrates this in practice.

Regional Cooperation as a Pull
Multiplier: The ASEAN Case

Many of the most significant barriers to tourism operate
across borders. Regional cooperation platforms can
therefore multiply national reforms by addressing these
corridor-wide bottlenecks simultaneously. ASEAN
provides a practical illustration. By coordinating on travel
facilitation and connectivity, the bloc has strengthened
factors that pull tourists to the region, helping shift
multiple corridors from “untapped potential” toward
“strategic priorities” and improving resilience after
disruptions.

The changes for travelers are substantial. VVisa exemptions
and e-visas make entry simpler. The ASEAN Single Aviation
Market has expanded flights and improved schedules,

Box 5.5: Impact of Slowdown of Outbound Tourism from the People’s Republic of China on Asia

The coronavirus disease (COVID-19) pandemic led to a
sudden halt in cross-border travel, resulting in a drastic drop in
international arrivals and tourism receipts. Many destinations
in Asia and the Pacific are heavily dependent on tourists from
the People’s Republic of China (PRC). From 2015 to 2019,
arrivals from the PRC to Asia increased from 54.5 million to
70 million but plummeted by 89.6% in 2020. Among the
subregions, East Asia was the most severely a ected. For
instance, the PRC accounted for an average of 66.7% of total
inbound arrivals of Hong Kong, China from 2015 to 2019.
During the same period, travelers from the PRC accounted
for more than 30% of international arrivals in Palau (45.6%),
the Republic of Korea (38.5%), Mongolia (31.7%), and

Viet Nam (31.2%).

The PRC is also a significant contributor to global services
imports. In 2019, 13.8% of global travel imports and 3.2% of
total global services imports were attributed to the PRC. A
large share of the PRC'’s travel imports was from Asia and the
Pacific. East Asia comprised at least 30% of total PRC travel
imports from 2015 to 2019. Meanwhile, travel imports from
Southeast Asia to the PRC are smaller, the value of travel
imports increased 29% from 2015 to 2019, increasing its
share from 8.7% in 2015 to 10.2% in 2019.

The PRC’s outbound tourism is vital in the economies of many

destinations, particularly those in East Asia and Southeast Asia.

Travel restrictions due to COVID-19 pandemic emphasize the
need to examine how external shocks in the tourism sector
impact other industries within economies.

Source: Narayanan, Domingo, and Basu Das (2025).

Using a Global Trade Analysis Project model, the study
analyzes the impact of changes in the PRC’s outbound
tourism on Asia and the Pacific through three simulations:
broader economic and sector impacts of the expansion of
tourists from the PRC from 2017 to 2018; its slump in 2020;
and its cautious recovery from 2021 to 2022. The findings
reveal that higher volume of tourists from the PRC boost
gross domestic product (GDP) and exports in all subregions
in Asia, while GDP and export losses are notable when the
volume of tourists declines. The slowdown in the PRC’s
outbound tourism resulted in a -0.05% decline in GDP of
the Pacific developing economies and 0.01% in East Asia,
amounting to a $526.57 million loss. Moreover, East Asia

su ered steep reductions in exports of recreational services
(-33.16%) and accommodation, food and beverage services
(27.47%). This indicates the subregion’s vulnerability to
fluctuations in outbound travel from the PRC.

While the PRC remains a significant source market for many
destinations in Asia, the study underscores the importance
of market diversification to enhance resilience against future
shocks. Dependence on a single market exposes destinations
to significant risks. Thus, identifying new and emerging
markets, along with strengthening domestic and regional
tourism, can help economies reduce their dependence on a
single or limited set of markets and build a more adaptable
tourism sector.
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cutting travel time. Mutual recognition of standards has
lifted quality perceptions across member economies. Shared
digital infrastructure has improved how trips are discovered,
booked, and paid for. Together, these interventions increase
destination attractiveness while reducing bilateral frictions,
raising conversion rates, encouraging longer stays, and
generating higher spending per visitor.

ASEAN's tourism cooperation evolved deliberately

over 4 decades. Early political commitment came with

the Manila Declaration in 1987. The ASEAN Tourism
Agreement in 2002 expanded collaboration across
facilitation, transport, standards, and marketing. The visa
exemption framework in 2006 enabled visa-free intra-
ASEAN travel (ASEAN Secretariat 2012). The Single
Aviation Market liberalized regional air transport, expanding
capacity and lowering fares. External agreements with

the PRC (ASEAN Secretariat 2010) and the EU (ASEAN
Secretariat 2022) widened market access to key partner
markets. The current ASEAN Tourism Sectoral Plan
(2026-2030) prioritizes resilient tourism, workforce
development, seamless travel, digital transformation, and
sustainability toward a 2045 vision of regional leadership in
quality tourism.

ASEAN's coordinated infrastructure strengthens
member destinations together, sustaining performance
across multiple corridors while reducing vulnerability to
shocks in any single source market—directly addressing
the concentration risk illustrated in Box 5.6. Regional
cooperation shifts multiple corridors simultaneously
from constrained potential to realized performance.

Building on the analysis and enablers above, the
next section outlines recommendations to translate
competitive potential into gains across diverse contexts.

Recommendations for Advancing
Tourism Competitiveness in Asia

Drive Recovery into Value Creation, Jobs,
and Source Market Diversification

Asia’s tourism sector reached $3.2 trillion in 2024,
supporting 1in 10 jobs, with projected growth to

$6.2 trillion and 260 million jobs by 2035. Converting
this momentum into durable gains requires raising

both visitor volumes and receipts per arrival. Strategic
priorities vary by context. For instance, employment-
intensive economies like Indonesia, the Philippines, and
Thailand should invest in workforce development and
the digitization of small and medium-sized enterprises
(SMEs) to capture multiplier e ects across food
suppliers, transport providers, and local enterprises.
Tourism-dependent island economies like Fiji and
Maldives need premium product development to
strengthen external balances. Addressing geographic
concentration, where gateway cities face overtourism
while secondary destinations remain underutilized,
requires improved road links, accommodation financing,
and multidestination packaging that disperses visitors
and creates employment in emerging areas. Enabling
dispersion through secondary gateway development,
improved road connectivity, accommodation

financing, and multidestination packaging would
generate substantial incremental employment while
relieving pressure on saturated destinations. Building
intrasubregional travel reduces dependence on long-
haul origins and creates more resilient revenue streams.

Integrate Tourism into Macroeconomic
Monitoring and Policy Response Systems

Tourism increasingly functions as a traded service

sector with stabilization properties—generating foreign
exchange, strengthening current accounts, and enabling
faster recovery from external shocks. As a result,
commitments under the General Agreement on Trade in
Services (GATS) and services chapters in regional trade
agreements, which shape market access and regulatory
predictability for tourism and related services, form an
important part of the enabling environment. Yet, real-
time monitoring remains limited. Annual statistics arrive
with extended lags, and most economies lack Tourism
Satellite Accounts to track contributions to GDP,
employment, and balance of payments. Institutionalizing
satellite accounts alongside a compact dashboard that
provide insights on origin market shares, receipts per
arrival, and spending patterns can enable timely policy
adjustments. This integration also supports proactive
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management of concentration risk. Destinations drawing
from balanced portfolios of Asian and extraregional
sources absorbed disruptions more e ectively during
2019-2023 and recovered faster, with diversified
approaches dampening foreign exchange volatility. This
integration supports tourism’s role as contributor to
external resilience and fiscal stability: reliable gateways
and predictable regulatory environments sustain visitor
confidence; deeper products and digital readiness

raise value per visitor and extend length of stay; and
diversified sources stabilize foreign exchange earnings
particularly for economies where tourism is the primary
services-export earner.

Resolve Destination Supply Constraints
to Draw in Latent Demand

The analysis reveals systematic mismatches between
origin market capacity and destination readiness. South
Asia demonstrates a pronounced gap. Despite world-
class heritage sites, Himalayan landscapes, and rich
cultural diversity, the subregion captures modest flows
from East Asia, and Southeast Asia. This represents
substantial unrealized arrivals and employment
potential in hospitality, transport, and tourism-linked
sectors. Binding constraints include visa complexity,
limited direct air connectivity, safety perceptions,

and essential infrastructure gaps in water supply and
sanitation facilities meeting international standards,
reliable information and communication technology
connectivity for digital payments and online bookings

a ecting visitor satisfaction. Central and West Asia
demonstrates a similar untapped potentials pattern from
high-capacity East Asia, and Southeast Asia. Even where
infrastructure investments have been made in recent
years, destination pull is constrained by limited direct
connectivity from major markets, destination awareness
gaps, and insu cient tourism service standards. While
the subregion’s arrival share grew from 17.8% in 2015 to
23.2% in 2024, actual flows remain far below potential
given origin market capacity.

Evidence from tourism value-chain analysis—including
ADB'’s multiregional input—output work and the
Central Asia Regional Cooperation (CAREC) Tourism

Strategy—shows that additional tourism demand can
generate large multipliers in domestic economies, with
most on-site spending in hotels, restaurants, and local
transport sourced locally, while international airlines,
online platforms, and foreign tour operators often
control key distribution channels and higher-margin
segments. Strengthening domestic SMEs and destination
management organizations, improving standards

and regulatory frameworks, and expanding access

to digital tools therefore becomes vital to deepening
local supplier linkages and raising the share of tourism
value added captured onshore (APEC 2019; and Fujita
2018). Regional platforms can help operationalize

these reforms by harmonizing facilitation procedures,
supporting collective air service negotiations, aligning
safety and quality standards, and cofinancing essential
utilities, digital infrastructure, and skills development so
that domestic firms are better positioned to participate
in regional tourism value chains and capture more of the
value created by growing visitor flows.

Use Regional Cooperation to Remove
Cross-Border Barriers and Scale Solutions

ASEAN's experience demonstrates how coordinated
action multiplies national reforms. By aligning facilitation
standards, liberalizing air services, underpinned

by progressively deeper services commitments in
regional trade agreements, and establishing mutual
recognition frameworks, the bloc strengthened
destination competitiveness across all member states
simultaneously. Across Asia, air services markets are
more liberalized than in regions like Latin America but
remain heterogeneous. In East and Southeast Asia,
low-cost carriers now account for around one-third of
available seat-kilometers in Asia—the highest regional
share globally—and roughly 55%—-60% of seat capacity
on many intra-ASEAN routes following the rollout of
the ASEAN Single Aviation Market, indicating relatively
contestable regional markets (Wang et al. 2024). By
contrast, the case of CAREC highlights that, despite
the rapid growth of low-cost carriers, intrasubregional
markets still su er from limited competition, few
direct links between capitals, and restrictive bilateral
regimes, underscoring the role of regional open-skies—
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type agreements in unlocking tourism connectivity
(ADB 2024b). The model is replicable. CAREC and
the South Asia Subregional Economic Cooperation
can adopt phased liberalization road maps combined
with co-created multidestination experience corridors
(e.g., Mekong heritage routes, Silk Road circuits, Pacific
island-hopping packages) that extend visitor stays from
single-destination averages of 6—8 days to regional
circuit averages of 10-14 days. These packages require
coordinated transport schedules, unified booking
platforms, and transparent pricing structures. Such
cooperation addresses both supply bottlenecks and
concentration risk by building network e ects that
individual economies cannot achieve independently.

Leverage Multilateral Development and the
Private Sector for Targeted Interventions

Multilateral development banks are positioned to
address the specific constraints revealed by this analysis
through di erentiated approaches that match economy
contexts. Employment-intensive economies benefit
most from investments that strengthen workforce
skills, expand SME access to digital platforms, and
improve booking infrastructure—interventions that
translate competitive gains directly into jobs. Tourism-
dependent island states face adi erent challenge.
Sustaining revenues while building resilience against
climate impacts and market shocks requires balancing
infrastructure investments with source diversification
strategies and flexible financing mechanisms. Emerging
destinations with strong cultural and natural assets

but limited current flows need foundational support—
improving entry systems, ensuring reliable utilities

at tourism sites, and de-risking early-stage route
development where commercial financing remains
cautious despite evidence of latent demand. In several
contexts, technical assistance on services trade
negotiations can complement these investments by
helping economies use commitments under the GATS
and free trade agreements to lock in facilitation gains
and strengthen regulatory transparency in tourism

and related services. Financial instruments—such as
concessional and blended-finance loans for tourism
infrastructure, partial risk guarantees and viability-gap

funding for airport and port upgrades, and time-bound,
performance-based incentives or risk-sharing facilities
for new routes and tourism SMEs—can help unlock
corridors where origin capacity and destination readiness
exist but thin connections constrain conversion.
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The statistical appendix comprises 10 tables of selected
indicators on economic integration for the 50 Asia

and Pacific members of the Asian Development Bank
(ADB). These succeeding notes describe the economy
groupings and the calculation procedures undertaken.

Regional Groupings

» Asia and the Pacific refers to the 50 regional members
of ADB, comprising 47 developing economies as well
as three advanced economies—Australia, Japan, and
New Zealand. The composition of economies for
Central and West Asia, East Asia (including Japan),
the Pacific (developing economies plus the advanced
economies of Australia and New Zealand), South
Asia, and Southeast Asia are outlined in ADB. Asia
Regional Integration Center. Economy Groupings.
https://aric.adb.org/integrationindicators/groupings.
Beginning with this year’s edition of the Asian
Economic Integration Report, Turkiye is included
among the developing member economies. For
further details, refer to the “Technical Note: Inclusion
of Turkiye as a Regional Member of ADB” (page 143).

» Developing Asia refers to ADB's regional members
excluding Australia, Japan, and New Zealand.

e The European Union consists of Austria, Belgium,
Bulgaria, Croatia, Cyprus, Czechia, Denmark, Estonia,
Finland, France, Germany, Greece, Hungary, Ireland,
Italy, Latvia, Lithuania, Luxembourg, Malta, the
Netherlands, Poland, Portugal, Romania, Slovakia,
Slovenia, Spain, and Sweden.

Table Descriptions

Table Al: Asia-Pacific Regional
Cooperation and Integration Index

The Asia-Pacific Regional Cooperation and Integration
Index (ARCII) is a composite measure of the degree

of regional cooperation and integration in Asia and the
Pacific. It comprises eight dimensional indexes based
on 41 indicators to capture the contributions of eight
di erentaspects of regional integration: (i) trade and
investment, (i) money and finance, (iii) regional value
chains, (iv) infrastructure and connectivity, (v) people
and social integration, (vi) institutional arrangements,
(vii) technology and digital connectivity, and

(viii) environmental cooperation. The construction

of ARCII follows two steps: first, the 41 indicators are
weight-averaged in each of the eight dimensions to
produce eight composite dimensional indexes; and
second, these eight dimensional indexes are weight-
averaged to generate an overall index of regional
integration. In each step, the weights are determined
based on principal component analysis. For more details
on the methodology and to download the data, see
Asia-Pacific Regional Cooperation and Integration Index
Database. https://aric.adb.org/database/arcii.

Table A2: Regional Integration
Indicators—Asia and the Pacific
(% of total)

This table provides a summary of regional integration
indicators for three areas: movement in trade and
investment, movement in capital, and people movement
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(migration, remittances, and tourism) for Asian
subregions, including Association of Southeast Asian
Nations (ASEAN) plus 3 (including Hong Kong, China).
Cross-border flows within and across subregions are
shown, as well as total flows with Asia and the rest

of the world. Table descriptions of Tables A3 and A7
(movement in trade and investment), Tables A5 and
A6 (movement in capital), and Tables A8, A9, and A10
(people movement), provide additional description for
each indicator.

Table A3: Trade Share—Asia and
the Pacific (% of total trade)

Trade share is calculated as T, /T, - 100, where T, is
the total trade of economy “i” with economy “j”, and
T,, is the total trade of economy “i” with the world. A
higher share indicates a higher degree of regional trade
integration.

Table A4: Free Trade Agreement
Status—Asia and the Pacific

This table shows the number and status of bilateral and
plurilateral free trade agreements (FTAs) with at least
one of the Asian economies as signatory. FTAs only
proposed are excluded. It covers FTAs with the following
status: Framework agreement signed—the parties initially
negotiate the contents of a framework agreement,

which serves as a framework for future negotiations;
Negotiations launched—the parties, through the relevant
ministries, declare the o  cial launch of negotiations or set
the date for such, or start the first round of negotiations;
Signed but notyetine ect—parties sign the agreement
after negotiations have been completed, however, the
agreement has yet to be implemented; and Signed and
ine ect—provisions of the FTA come into force, after
legislative or executive ratification.

Table A5: Cross-Border Portfolio
Equity Holdings Share—Asia and
the Pacific (% of total cross-border
portfolio equity holdings)

This first two cross-border tables are calculated as E, /
E,, 100 where E; is portfolio equity holdings of economy
“I”issued by economy “j”, and E, is the total global
cross-border portfolio equity holdings of economy “i”.
Calculations are based solely on available data in the
Portfolio Investment Positions (PIP) database of the
International Monetary Fund (IMF). Rest of the world
(ROW) includes equity securities issued by international
organizations defined in the PIP database and “not
specified (including confidential) category.” A higher
share indicates a higher degree of regional integration.

Table A6: Cross-Border Portfolio Debt
Holdings Share—Asia and the Pacific
(% of total cross-border portfolio debt
holdings)

These shares are calculated as D, /D, - 100 where D, is
portfolio debt holdings of economy “i” issued by econ-
omy “j”,and D is the total global cross-border portfolio
debt holdings of economy “i”. Calculations are based
solely on available data in the PIP database of the IMF.
ROW includes debt securities issued by international
organizations defined in the PIP database and “not spec-
ified (including confidential) category.” A higher share
indicates a higher degree of regional integration.

Table A7: Foreign Direct Investment
Inflow Share—Asia and the Pacific
(% of total FDI inflows)

These foreign direct investment (FDI) shares are
calculated as F, /F, - 100 where F, is the FDI received

by economy “i” from economy *“j”, and F, is the FDI
received by economy “i” from the world. Figures are
based on net FDI inflow data. A higher share indicates a
higher degree of regional integration. The bilateral FDI
database was constructed using data from the United
Nations Trade and Development, the ASEAN Secretariat,
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Eurostat, and o cial sources. For missing data from 2018
onward, bilateral FDI estimates derived from a gravity
model are used. All bilateral data available

from 2001 until the latest year available from the data
sources were utilized to estimate the following gravity
equation:

InFDl;j; = a+ B1linGDPy + B2InGDP;; +
yXijt + 6iFi + (S}F} + 6tFt + vijt

where FDI,, is the FDI from economy “j” (home) to
economy “i” (host) in year t, GDP, is the gross domestic
product (GDP) of economy “i” in year t, GDP, is the GDP
of economy “j"at year t, X are the usual gravity variables
(distance, contiguity, common language, colonial
relationship) between economies “i” and “j”, and F.F.Fo
are home, host, and year fixed e ects, respectively, and
vy is the error term. Data on distance, contiguity,
common language, colonial relationship are from

the Centre d’Etudes Prospectives et d’Informations
Internationales (the French Research Center in
International Economics) and data on GDP are from the
World Development Indicators of the World Bank. For
more details on methodology and data sources, see
Asian Economic Integration Report 2018 online Annex 1.

http://aric.adb.org/pdf/aeir2018 _onlineannexl.pdf.

Table A8: Remittance Inflows
Share—Asia and the Pacific
(% of total remittance inflows)

These shares are calculated as R, /R, 100 where R, is
the remittance received by economy “i” from partner “j”,
and R, is the remittance received by economy “i” from
the world. Remittances refer to the sum of the following:
(i) workers’ remittances which are recorded as current
transfers under the current account of the IMF’s Balance
of Payments (BOP); (ii) compensation of employees
which includes wages, salaries, and other benefits of
border, seasonal, and other nonresident workers and
which are recorded under the “income” subcategory of
the current account; and (iii) migrants’ transfers which
are reported under capital transfers in the BOP's capital
account. Transfers through informal channels

are excluded.

Table A9: Outbound Migration
Share—Asia and the Pacific
(% of total outbound migrants)

These shares are calculated as M /M., - 100 where M
is the number of migrants of economy “i” residing in
economy “j”and M, is the number of all migrants of
economy “i” residing overseas. This definition excludes
those traveling abroad on a temporary basis. A higher
share indicates a higher degree of regional integration.

Table AlOa: Inbound Tourism
Share—Asia and the Pacific
(% of total inbound tourists)

These shares are calculated as Vij /V,,-100 where Vij is the
number of nationals of economy “i” that have arrived as
tourists in destination “j”, and V,  is the total number of
nationals of economy “i” that have arrived as tourists in
all international destinations. A higher share indicates a
higher degree of regional integration.

Table A10b: Outbound Tourism
Share—Asia and the Pacific
(% of total outbound tourists)

These shares are calculated as Vij IV, 100 where Vij is the
number of nationals of economy “i” that have traveled

as tourists in destination “j”, and V_  is the total number
of nationals of economy “i” that have traveled as tourists
abroad. A higher share indicates a higher degree of
regional integration.
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Technical Note: Inclusion of
Turkiye as a Regional Member
of ADB

On 6 May 2025, ADB welcomed Turkiye as a regional
member, strengthening ADB’s commitment in Central
and West Asia. This edition of the Asian Economic
Integration Report has taken this inclusion into account
and adjusted regional groupings and estimates
accordingly (Appendix figure).

Trade and Global Value Chains

Turkiye's trade share with Asia and the Pacific rose from
18.2%in 2010 to0 19.8% in 2024, with an average growth
rate of 8.6% annually. Meanwhile its trade shares with the
European Union and the United Kingdom went down from
41.9%in 2010 to 39.8% in 2024. Its trade shares with North
America hovered around 5.9%. The economy’s inclusion
resulted in a minor decline of 0.5 percentage pointin

Asia’s intraregional trade shares (from 56.4% to 55.9% in
2024) and 1.3 percentage points in Central and West Asia’s
intrasubregional trade shares (from 10.4% to 9.1%).

Cross-Border Investment

Foreign investment in Turkiye reached $10 billion in 2024,
recovering from a 21% dip in 2023. Despite this, foreign
investment flows into Turkiye remained broadly stable in
the past decade, featuring a modest 1.1% annual growth on
average. The economy'’s inclusion resulted in significant
changes in Central and West Asia’s intrasubregional
shares (up 7 percentage points on average between 2014
and 2024) and minor di erences in Asia and the Pacific’s
intraregional shares, hinting at Tirkiye's importance as a
destination for cross-border investments.

Financial Integration

Equity holdings. Cross-border portfolio equity in Asia
and the Pacific, including Turkiye, reached $1.6 billion
in 2024. The intraregional share of total equity flows

slightly increased from 20% in 2023 to 22% in 2024.
Within Central and West Asia, Trkiye accounted for
50% of intrasubregional equity flows at $1.2 billion in
2024, making it a significant contributor in strengthening
Central and West Asia’s capital market connectivity.
Meanwhile, the inclusion of Turkiye did not result in any
significant change in the intrasubregional share.

Bond holdings. The intraregional level of cross-border
portfolio debt including Turkiye declined after 2021 but
began to recover in 2023, rising to nearly $1.2 million

in 2024. The economy is a dominant contributor to
debt holdings with an 80% share of Central and West
Asia’s total intrasubregional level. A slight increase in the
intraregional share was also observed in 2024 with the
inclusion of Turkiye.

Movement of People

Migration. With Turkiye as part of Asia and the Pacific,
total inbound migration to Central and West Asia was
11.7 million, a sharp increase from 5.7 million in 2010.
The share of intrasubregional migration to total inbound
migration to Central and West Asia declined to 18.8% in
2024 from 30.5% in 2020. This underscores the high
degree of outbound migration from the subregion—for
which Turkiye accounted for 38%. In comparison, total
migration to Central and West Asia did not change
significantly between 2010 and 2024 with Turkiye
classified as a non-Asian economy. Without Turkiye,
Central and West Asia displayed a stronger degree of
intrasubregional migration, with shares rising to 36.4% in
2024 from 32.4% in 2010.

Remittances. Central and West Asia received a total
remittance inflow of $21.7 billion in 2024—about 3%
($705 million) went to Turkiye. Between 2015 and

2021, remittance inflows to Central and West Asia had
risen by $8.8 billion in aggregate, fueled by rising
out-migration from the subregion. No significant

di erences in the intraregional and intrasubregional
shares are observed with Turkiye included in Asia and the
Pacific—intraregional shares di ered by less than 0.5%
while intrasubregional shares di  ered by less than 2%.
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Tourism. Central and West Asia attracted 81.9 million
tourists in 2023, with Tirkiye accounting for 58% of these
arrivals. Arrivals to Turkiye increased by 7% compared

to 2022. The intrasubregional share to total inbound
tourism to Central and West Asia slightly rose from

31.9% in 2013 to 33.7% in 2023. However, the inclusion

of Turkiye in Asia and the Pacific significantly altered

intraregional and intrasubregional dynamics. With
Turkiye included, the intrasubregional share dropped
sharply by 28 percentage points in 2023, while the
intraregional share declined by 10.6 percentage points.
This shift reflects Europe’s dominant role as a source
market for Turkiye’s tourism industry.

Comparisons on Intraregional and Intrasubregional Shares—New Versus Previous ADB Groupings (%)

(a) Asia and the Pacific—Asia and the Pacific

100 r
80 r
60
40
20

Equity
holdings

M Including Turkiye

Bond

Remittances

Migration

holdings

M Previous grouping excluding Turkiye

(b) Central and West Asia—Central and West Asia

80 r
70 -
60
50 r
40
30
20

Equity
holdings

2001
2024
2001
2001
2024

Trade FDI

M Including Turkiye

FDI = foreign direct investment.

2001

Bond
holdings

2024

Migration Remittances

M Previous grouping excluding Turkiye

Notes: Comparisons use the earliest and latest years with available data. For portfolio equity and bond holdings, intrasubregional shares range between 0% and 1%.

Sources: ADB calculations using data from ASEAN Secretariat. ASEANSstats Database. https://www.aseanstats.org (accessed July 2025); CEIC Data Company;
Eurostat. Balance of Payments. http://ec.europa.eu/eurostat/web/balance-of-payments/data/database (accessed July 2025); International Monetary Fund (IMF).
Direction of Trade Statistics. https://data.imf.org/DOT (accessed November 2025); IMF. Portfolio Investment Positions. https://data.imf.org/en/datasets/IMF.STA:PIP
(accessed November 2025); United Nations Department of Economic and Social A airs, Population Division. International Migrant Stock 2020. http://www.un.org/en/
development/desa/population/migration/data/index.shtml (accessed May 2024); United Nations Trade and Development. World Investment Report 2024 Statistical
Annex Tables. https://unctad.org/topic/investment/world-investment-report (accessed July 2025); United Nations World Tourism Organization. Tourism Satellite
Accounts. http://statistics.unwto.org (accessed November 2025); and World Bank. World Bank Group. Global Knowledge Partnership for Migration and Development

(KNOMAD). Bilateral Migration sta  estimates (accessed June 2025).
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Table Al: Asia-Pacific Regional Cooperation and Integration Index

(a) Overall Asia-Pacific Regional Cooperation and Integration Index and Dimensional Subindexes—Asia and the Pacific

Dimensional Indexes

Tradeand Moneyand Regional People Technology
Overall Investment Finance Value Infrastructureand and Social Institutional and Digital  Environmental
Index Integration Integration Chain Connectivity Integration Arrangements Connectivity = Cooperation
2006 0434 0.400 0.546 0.534 0.476 0.559 0.223 0.341 0.329
2007 0437 0.355 0.516 0.542 0.473 0.569 0.227 0.355 0.332
2008 0428 0.379 0.386 0.530 0.476 0.559 0.234 0.352 0.332
2009 0436 0.397 0.431 0.523 0.485 0.563 0.240 0.366 0.339
2010 0.439 0.402 0.435 0.529 0.483 0.573 0.243 0.389 0.336
2011 0.430 0.416 0.384 0.529 0.485 0.564 0.244 0.410 0.336
2012 0.436 0.425 0.419 0.530 0.489 0.577 0.246 0.403 0.336
2013 0.449 0.406 0.493 0.531 0.497 0.558 0.248 0.431 0.337
2014 0.446 0.406 0.465 0.524 0.493 0.558 0.247 0431 0.336
2015 0.455 0.459 0.495 0.524 0.491 0.556 0.249 0.446 0.339
2016 0.453 0.430 0.465 0.547 0.498 0.555 0.250 0.448 0.342
2017 0.449 0.428 0.492 0.535 0.498 0.552 0.250 0.459 0.340
2018 0.454 0.445 0473 0.516 0.507 0.556 0.252 0.480 0.339
2019 0.459 0.418 0.483 0.519 0.522 0.563 0.251 0.491 0.338
2020 0452 0.399 0.468 0.522 0522 0.564 0.250 0.501 0.345
2021 0.452 0.369 0.478 0.526 0.513 0.551 0.250 0.513 0.363
2022 0.458 0.400 0.470 0.536 0.527 0.554 0.252 0.510 0.361
2023 0470 0.441 0.547 0.533 0.543 0.552 0.253 0.516 0.361

(b) Overall Asia-Pacific Regional Cooperation and Integration Index—Asian Subregions and Subregional Initiatives

Central Australia
and West East Southeast South and New
Asia Asia Asia Asia Zealand ASEAN CAREC GMS IMT-GT SAARC BIMSTEC]

2006  0.381 0.462 0.409 0.347 0.453 0.424 0.326 0.377 0.366 0.415 0.374 0.353 0.342
2007 0.379 0.455 0.411 0.344 0.450 0.426 0.338 0.376 0353 0400 0.369 0.341 0.356
2008  0.387 0.462 0.418 0.327 0.451 0.425 0.341 0.376 0.326 0417 0.375 0.321 0.326
2009 0413 0.463 0.417 0.333 0.457 0.426 0.358 0.391 0.337 0.418 0.380 0.327 0.337
2010 0387 0.470 0.420 0.348 0.467 0.426 0.353 0.392 0.361 0.419 0.385 0.345 0.353
2011 0.386 0.456 0.409 0.368 0.449 0.413 0.350 0.392 0.388 0.416 0.380 0.366 0.372
2012 0.393 0.465 0.415 0.351 0.456 0.425 0.353 0.390 0.364 0.401 0.373 0.346 0.354
2013 0.394 0.471 0.440 0.345 0.460 0.452 0.369 0.407 0.359 0.429 0.394 0.340 0.349
2014 0.379 0479 0.420 0.335 0.448 0.433 0.370 0.404 0.353 0414 0.386 0.336 0.343
2015 0.387 0.470 0.439 0.343 0.452 0.450 0.378 0.416 0.365 0.412 0.388 0.342 0.361
2016 0.393 0.480 0424 0.349 0.453 0.435 0.363 0.422 0.373 0.410 0.383 0.347 0.362
2017 0.398 0.469 0.411 0.332 0.446 0.424 0.373 0.397 0.347 0400 0.379 0.331 0.340
2018  0.406 0.473 0.420 0.326 0.437 0.433 0.381 0.406 0.350 0.409 0.387 0.326 0.345
2019 0.401 0.473 0.424 0.331 0.438 0.436 0.398 0.417 0.357 0.415 0.391 0.328 0.351
2020 0415 0.473 0.448 0.338 0.447 0.461 0.393 0426 0.368 0.427 0.394 0.338 0.357
2021 0.412 0.461 0.432 0.342 0.444 0.448 0.395 0.424 0.377 0.418 0.397 0.345 0.361
2022 0418 0.478 0.446 0.345 0.440 0.465 0.395 0.440 0.376 0423 0.410 0.347 0.364
2023  0.400 0.467 0.448 0.342 0.449 0.468 0.399 0.453 0.370 0424 0.409 0.345 0.359
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(c) Regional Integration Index—Asia and the Pacific and Other Regions

Asia and the Latin America and
Pacific European Union the Caribbean Middle East North America
2006 0434 0.572 0.378 0.351 0.376 0.493
2007 0.437 0.569 0.371 0.334 0.393 0.495
2008 0428 0.567 0.378 0.334 0.365 0.498
2009 0.436 0.582 0.377 0.327 0.372 0.496
2010 0.439 0.574 0.384 0.350 0.369 0.492
2011 0.430 0.574 0.387 0.356 0.378 0.497
2012 0.436 0.577 0.390 0.353 0.389 0.496
2013 0.449 0.573 0.399 0.351 0.387 0.497
2014 0.446 0.563 0.385 0.365 0.381 0.500
2015 0.455 0.570 0.392 0.369 0.370 0.492
2016 0.453 0.573 0.392 0.362 0.388 0.500
2017 0.449 0.571 0.392 0.359 0.384 0.499
2018 0.454 0.562 0.396 0.365 0.399 0.493
2019 0.459 0.562 0.396 0.372 0.404 0.496
2020 0.452 0.575 0.397 0.376 0412 0.490
2021 0.452 0.568 0.399 0.376 0.407 0.496
2022 0.458 0.564 0.404 0.377 0417 0.494
2023 0.470 0.574 0.412 0.378 0.420 0.496

ASEAN = Association of Southeast Asian Nations, BIMP-EAGA = Brunei Darussalam-Indonesia-Malaysia-Philippines East ASEAN Growth Area , BIMSTEC = Bay of Bengal
Initiative for Multi-Sectoral Technical and Economic Cooperation, CAREC = Central Asia Regional Economic Cooperation, GMS = Greater Mekong Subregion,
IMT-GT = Indonesia-Malaysia-Thailand Growth Triangle, SAARC = South Asian Association for Regional Cooperation, SASEC = South Asia Subregional Economic Cooperation.

Notes:

(i) The Asia-Pacific Regional Cooperation and Integration Index (ARCII) for each subregion (subregional initiative) for each year is calculated by averaging the ARCII scores for
all the economies in each subregion (member economies in each subregional initiative).

(i) The economy coverage for subregions and subregional initiatives are defined in ADB. Asia Regional Integration Center. Economy Groupings. https://aric.adb.org/
integrationindicators/groupings.

(i) The regional integration index for each region (Table Alc) is calculated in the same method as ARCII but is based on worldwide normalization, i.e., normalizing raw indicator
values using global minimum and maximum values.

(iv) Estimates for the Asian subregions and subregional initiatives represent intrasubregional and intrasubregional initiative integration, respectively.

(v) Remittance data used in Indicator V-c (Proportion of intraregional remittances to total remittances) were changed to outward remittances.

(vi) Indicator VIlI-c (environmental health score) is revised in the current estimation to ensure compatibility of values across time. It was recomputed using the time series data
published by the Environmental Performance Index (EPI) team. Issue categories under the environmental health policy objective which do not have good data coverage from
2006 to 2020 were excluded from the computation (e.g., waste management).

Sources: ADB. Asia Regional Integration Center. Asia-Pacific Regional Cooperation and Integration Index Database. https://aric.adb.org/database/arcii (accessed October 2025);
and methodology from Park, C. Y. and R. Claveria. 2018. Constructing the Asia-Pacific Regional Integration Index: A Panel Approach. ADB Economics Working Paper Series. No. 544;
Huh, H. and C. Y. Park. 2018. Asia-Pacific Regional Integration Index: Construction, Interpretation, and Comparison. Journal of Asian Economics. 54. pp. 22-38; and Huh, H. and C.
Y. Park. 2017. Asia-Pacific Regional Integration Index: Construction, Interpretation, and Comparison. ADB Economics Working Paper Series. No. 511.
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Table A2: Regional Integration Indicators—Asia and the Pacific (% of total)

Movement in Trade

and Investment Movement in Capital People Movement
Equity Bond
Holdings Holdings Migration  Tourism Remittances
(%) (%) ) (%) (%)

2024 2024 2024 2023
ASEAN+3 (including HKG)? 442 A 649 A 197 A 172 A 428 V 686 A 30.3 A
Central and West Asia 91 Vv 111 v 00 Vv 07 A 190 A 337 A 47 Vv
East Asia 316 A 815 A 184 A 119 A 331 V. 648 A 328 A
South Asia 46 A 05 Vv 11 A — A 180 V 244 A 67 V
Southeast Asia 211V 118 Vv 68 A 83 A 294 V 442V 108 Vv
Pacific 48 A 55 A 31 Vv 48 A 697 A 227 V 425 A

CAcrosssubregions

ASEAN+3 (including HKG)? 132V 75 A 36 V 55 A 133 A 167 Vv 8.9 A
Central and West Asia 220 A 350 A 67 V 110 Vv 15 A 96 A 02 Vv
East Asia 234V 168 A 23V 72 A 181 A 236 V 15.8 A
South Asia 330 VvV 706 A 75 A 0.0 90 A 434 A 89 A
Southeast Asia 476 A 289 Vv 259 V 294V 292 A 453 A 20.3 A
Pacific 690 VvV 296 A 79 V 115 Vv 50 ¥V 667 A 56V

ASEAN+3 (including HKG)? 574 A 724 A 233 A 228 A 56.1 A 824 A 39.2 A
Central and West Asia 312 A 461 A 67 V 117 A 205 A 373 A 49 Vv
East Asia 550 A 983 A 207 A 191 A 512 ¥V 848 A 48.6 A
South Asia 376 A 711 A 85 A 04 VvV 270 V 430 A 156 A
Southeast Asia 687 V 407 VvV 328 V 317V 586 A 808 A 311 A
Pacific 737 V351 A 110 Vv 163 VvV 747 V 682 A 480 A

ASEAN+3 (including HKG)? 426 Vv 276V 767 V 772V 439 'V 176 Vv 60.8 v
Central and West Asia 688 V¥V 539 VvV 933 A 883 A 795 V627 VY 95.1 A
East Asia 450 Vv 17 Vv 793 VvV 809 V 488 A 152 V 514 v
South Asia 624 VvV 289 VvV 915 VvV 996 A 730 A 570 V 844 V
Southeast Asia 313 A 593 A 672 A 623 A 414 v 192 Vv 689 Vv
Pacific 263 A 649 VvV 8.0 A 837 A 253 A 318 V 520 V

=unchanged from previous period; A = increase from previous period; ¥ = decrease from previous period.
ASEAN = Association of Southeast Asian Nations; FDI = foreign direct investment; HKG = Hong Kong, China.
2 Includes ASEAN (11 economies) plus Hong Kong, China; Japan; the People’s Republic of China; and the Republic of Korea.

Notes:

(i) Trade—no data available on the Cook Islands and Niue.

(i) Equity and Bond Holdings—based on investment from Australia; Bangladesh; the People’s Republic of China; Hong Kong, China; India; Indonesia; Japan; Kazakhstan; the
Republic of Korea; Malaysia; Mongolia; New Zealand; Pakistan; Palau; the Philippines; Singapore; and Thailand.

(i) Migration—share of migrant stock to total migrants in 2024 (compared with 2020).

(iv) Tourism—share of inbound tourists to total tourists in 2023 (compared with 2022). No data available for the People’s Republic of China.

(v) Remittances—share of inward remittances to total remittances in 2021 (compared with 2019).

(vi) The Pacific includes the Pacific developing economies of ADB plus advanced economies, Australia and New Zealand.

Sources: ADB calculations using data from ASEAN Secretariat. ASEANSstats Database. https:.//www.aseanstats.org (accessed July 2025); CEIC Data Company; Eurostat.
Balance of Payments. http://ec.europa.eu/eurostat/web/balance-of-payments/data/database (accessed July 2025); Haver Analytics; International Monetary Fund (IMF).
Direction of Trade Statistics. https://data.imf.org/DOT (accessed January 2026); IMF. Portfolio Investment Positions. https://data.imf.org/en/datasets/IMF.STA:PIP
(accessed November 2025); United Nations Department of Economic and Social A airs, Population Division. International Migrant Stock 2020. http://www.un.org/en/
development/desa/population/migration/data/index.shtml (accessed May 2024); United Nations Trade and Development. World Investment Report 2024 Statistical
Annex Tables. https://unctad.org/topic/investment/world-investment-report (accessed July 2025); UN Tourism. UN Tourism Statistics Database. https://www.e-unwto.
org/toc/unwtot /current (accessed October 2025); and World Bank. World Bank Group. Global Knowledge Partnership for Migration and Development (KNOMAD).
Bilateral Migration sta  estimates (accessed June 2025).
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Table A3: Trade Shares—Asia and the Pacific, 2024 (% of total trade)

Partner
AR e of which
Reporter the Pacific NETEL
Armenia 23.8 9.4 0.4 7.8 14 67.0
Azerbaijan 341 79 0.9 426 3.7 19.6
Georgia 474 82 2.4 22.7 9.3 20.6
Kazakhstan 46.2 26.4 15 44.2 37 59
Kyrgyz Republic 58.6 35.6 0.8 13.3 1.6 26.5
Tajikistan 64.6 205 1.3 6.0 1.6 27.8
Turkiye 19.8 8.0 0.9 39.8 5.4 35.0
Turkmenistan 90.1 522 0.2 71 05 23
Uzbekistan 478 211 0.7 10.6 1.2 405
‘EastAsa 550 185 45 120 18 213
People's Republic of China 459 0.0 5.0 14.3 11.2 28.6
Hong Kong, China 80.7 49.6 37 6.2 5.0 8.0
Japan 56.3 201 0.0 11.3 15.6 16.8
Republic of Korea 56.8 20.7 59 11.0 15.3 17.0
Mongolia 69.7 612 34 3.2 21 25.0
Taipei,China 70.7 273 7.1 78 14.8 6.7
‘SouthAsia 86 120 21 147 104 372
Bangladesh 485 17.2 31 248 9.4 17.3
Bhutan 979 4.2 04 14 0.1 0.6
India 352 10.7 21 13.8 10.8 40.1
Maldives 57.8 13.1 1.3 9.2 2.7 303
Nepal 85.2 18.0 0.3 4.1 21 8.6
Pakistan 40.0 20.4 1.5 16.6 84 35.0
Sri Lanka 52.6 14.9 1.4 17.0 10.9 19.5
‘SoutheastAsia 687 202 61 87 19 107
Brunei Darussalam 85.8 14.3 8.6 15 21 10.6
Cambodia 63.8 271 38 11.3 18.1 6.8
Indonesia 73.8 272 71 6.6 1.7 11.9
Lao People's Democratic Republic 91.3 34.0 1.6 6.1 14 1.2
Malaysia 70.4 16.8 53 8.2 11.3 10.1
Philippines 74.6 211 10.1 8.3 10.1 7.0
Singapore 69.7 132 41 95 104 10.5
Thailand 64.4 19.1 8.6 8.3 12.2 15.1
Timor-Leste 874 12.2 22 4.8 24 5.4
Viet Nam 63.6 26.8 6.0 10.0 175 8.9
Pacific Developing Economies 87 223 83 94 22 56
Fiji 76.9 12.3 3.0 2.6 9.4 111
Kiribati 878 12.0 5.6 37 22 6.3
Marshall Islands 80.2 28.2 6.8 133 0.8 5.7
Federated States of Micronesia 54.4 14.4 4.0 0.4 14.2 310
Nauru 91.7 77 2.8 0.3 1.2 6.9
Palau 48.2 10.2 6.5 215 241 6.3
Papua New Guinea 88.0 19.0 12.6 79 0.9 3.2
Samoa 86.7 11.0 3.0 25 8.9 1.9
Solomon Islands 87.4 42.4 1.6 9.7 1.4 15
Tonga 79.6 8.9 8.0 0.7 13.2 6.5
Tuvalu 95.7 0.8 01 0.9 1.7 1.7
Vanuatu 911 10.6 5.1 1.6 0.7 6.7
Pacific Advanced Economies 732 295 95 108 84 76
Australia 74.1 304 10.0 10.5 8.0 7.4
New Zealand 66.4 232 55 12.9 115 9.2

— = unavailable, EU = European Union (27 members), PRC = People’s Republic of China, ROW = rest of the world, UK = United Kingdom, US = United States.

Source: ADB calculations using data from International Monetary Fund. International trade in goods. https://data.imf.org/en/datasets/IMF.STA:IMTS (accessed January 2026).
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Table A4: Free Trade Agreement Status—Asia and the Pacific, as of December 2025

Under Negotiation

Signed But

Framework Negotiations Not Yet in Signed and in
Economy Agreement Signed Launched E ect E ect

Armenia 0 5 2 13 20
Australia 0 B 2 22 27
Azerbaijan 0 1 1 10 12
Bangladesh 0 B 0 5) 8
Bhutan 0 1 1 3 5
Brunei Darussalam 0 1 0 11 12
Cambodia 0 1 1 10 12
China, People's Republic of 0 9 2 23 34
Cook Islands 0 0 0 4 4
Fiji 0 0 0 6 6
Georgia 0 0 0 15 15
Hong Kong, China 0 2 0 8 10
India 0 20 3 17 40
Indonesia 0 10 3 17 30
Japan 0] 6 0 21 27
Kazakhstan 0 7 2 13 22
Kiribati 0 0 0 4 4
Korea, Republic of 0 1 4 23 38
Kyrgyz Republic 0 5 2 13 20
Lao People’s Democratic Republic 0 1 0 11 12
Malaysia 0 8 0 18 26
Maldives 0 1 1 2 4
Marshall Islands 0 0 0 5 5
Micronesia, Federated States of 0 0 0 5 5)
Mongolia 0 1 0 2 3
Nauru 0 0 0 4 4
Nepal 0 1 0 2 3
New Zealand 0 B 1 17 21
Niue 0 0 0 4 4
Pakistan 0 6 2 1 19
Palau 0 0 0 4 4
Papua New Guinea 0 0 0 7 7
Philippines 0 3 1 10 14
Samoa 0 0 0 5 5
Singapore 0 7 4 31 42
Solomon Islands 0 0 0 6 6
Sri Lanka 0 4 1 6 11
Taipei,China 1 2 2 5 10
Tajikistan 0 0 0 8 8
Thailand 1 8 3] 15 27
Tonga 0] 0 0 4 4
Turkmenistan 0 0 1 6 7
Turkiye 0 12 6 23 41
Tuvalu 0 0 0 4 4
Uzbekistan 0 1 0 13 14
Vanuatu 0 0 1 5 6
Viet Nam 0 2 1 17 20
Notes:

(i) Framework agreement signed: The parties initially negotiate the contents of a framework agreement, which serves as a framework for future negotiations.

(i) Negotiations launched: The parties, through the relevant ministries, declare the o cial launch of negotiations or set the date for such, or start the first round of
negotiations.

(iii) Signed but notyetine ect: Parties sign the agreement after negotiations have been completed. However, the agreement has yet to be implemented.

(iv) Signedandine ect: Provisions of free trade agreement come into force, after legislative or executive ratification.

Source: ADB. Asia Regional Integration Center. https://aric.adb.org (accessed December 2025).
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Table A5: Cross-Border Portfolio Equity Holdings—Asia and the Pacific, 2024 (% of total cross-border portfolio equity holdings)

Partner
Asia and the G
Reporter Pacific Japan
Armenia — — — — — —
Azerbaijan — — — — — —
Georgia — — — — — —
Kazakhstan 71 0.0 45 14.6 7.4 6.8
Kyrgyz Republic — — — — — —
Tajikistan — — — — — —
Turkiye 0.8 0.4 0.0 8.6 89.3 —
Turkmenistan — — — — — —
Uzbekistan — — — — — —
‘EastAsa 207 60 15 1383 33 307
China, People's Republic of 61.5 — 0.9 6.7 18.4 133
Hong Kong, China 283 221 3.7 15.8 6.7 491
Japan 4.4 0.4 — 13.7 474 34.4
Korea, Republic of 9.2 15 29 15.3 67.7 79
Mongolia 49.8 2.7 05 15.6 19.8 14.8
Taipei,China — — — — — —
‘SouthAsia 8 00 03 254 5714 86
Bangladesh 100.0 — — — — 0.0
Bhutan — — — — — —
India 79 0.1 0.3 26.1 59.1 6.9
Maldives — — — — — —
Nepal — — — — — —
Pakistan — — — 04 0.2 99.4
Sri Lanka — — — — — —

Brunei Darussalam — — — — _ _

Cambodia — — — — — —
Indonesia 975 0.0 0.4 05 0.2 1.9
Lao People's Democratic Republic — — — — — —
Malaysia 40.7 5.6 4.0 185 330 7.8
Philippines 32 0.1 0.0 74.1 216 11
Singapore 32.3 9.1 5.0 10.0 318 259
Thailand 13.8 04 04 418 19.8 245
Timor-Leste — — — — — —
Viet Nam — — — — — —
Pacific w0 17 33 14 575 200
Australia 9.8 19 3.4 11.6 57.8 20.8
Cook Islands — — — — — —
Fiji — — — — — —
Kiribati — — — — — —

Marshall Islands —_ — — — — —
Micronesia, Federated States of — — — — — _
Nauru — — — — — _
New Zealand 217 05 2.7 9.6 55.0 13.7
Niue — — — — — —
Palau — — — — — _
Papua New Guinea — — — — — _
Samoa — = = — — _
Solomon Islands —_ — — — — —
Tonga — — — — — _
Tuvalu — — — — _ _
Vanuatu — — = — — —

— =unavailable, PRC = People’s Republic of China, EU = European Union (27 members), ROW = rest of the world, UK = United Kingdom, US = United States.

Source: ADB calculations using data from International Monetary Fund. Portfolio Investment Positions. https://data.imf.org/en/datasets/IMF.STA:PIP (accessed
November 2025).
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Table A6: Cross-Border Portfolio Debt Holdings—Asia and the Pacific, 2024 (% of total cross-border portfolio debt holdings)

Partner
Asia and the Giied
Reporter Pacific NETEL)
Armenia — — — — — —
Azerbaijan — — — — — —
Georgia — — — — — —
Kazakhstan 11.9 1.0 1.9 15.6 453 272
Kyrgyz Republic — — — — — —
Tajikistan — — — — — —
Tarkiye 55 0.2 0.0 43.0 374 14.1
Turkmenistan — — — — — —
Uzbekistan — — — — — —
‘EastAsa 191 60 19 200 437 162
China, People's Republic of 29.8 — 22 13.0 31.0 26.1
Hong Kong, China 39.9 21.2 5.8 13.7 31.2 15.2
Japan 85 15 — 26.0 51.2 14.3
Korea, Republic of 131 34 3.0 214 50.7 14.7
Mongolia 46.6 5.4 0.7 252 22.6 5.6
Taipei,China — — — — — —
‘SouthAsia 04  —  — 168 1796 33
Bangladesh — — — — — —
Bhutan — — — — — —
India 0.3 — — 17.4 82.3 0.1
Maldives — — — — — —
Nepal — — — — — —
Pakistan 26 — — — — 97.4
Sri Lanka — — — — — —

Brunei Darussalam — — — _ _ _

Cambodia — — — — — —
Indonesia 921 09 01 -0.4 8.9 -0.6
Lao People's Democratic Republic — — — — — —
Malaysia 52.5 22.0 2.7 115 16.5 19.6
Philippines 304 11 45 5.6 50.8 13.2
Singapore 34.8 8.0 71 5.0 410 19.1
Thailand 62.4 8.8 19.0 85 14.8 14.3
Timor-Leste — — — — — —
Viet Nam — — — — — —
Pacific 1.3 22 51 235 3l 241
Australia 14.5 2.3 5.2 24.8 359 24.8
Cook Islands — — — — — —
Fiji — — — — — —
Kiribati — — — — — —

Marshall Islands — — — — — —
Micronesia, Federated States of — — — — — _
Nauru — — — — — _
New Zealand 289 14 39 14.0 37.7 19.4
Niue —_ — — — — —
Palau — — — — — _
Papua New Guinea — — — — — _
Samoa — — - — — —
Solomon Islands — — — — — —
Tonga — — — — — _
Tuvalu — — — — _ _
Vanuatu — — - — — —

— = unavailable, PRC = People’s Republic of China, EU = European Union (27 members), ROW = rest of the world, UK = United Kingdom, US = United States.

Source: ADB calculations using data from International Monetary Fund. Portfolio Investment Positions. https://data.imf.org/en/datasets/IMF.STA:PIP (accessed
November 2025).
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Table A7: Foreign Direct Investment Inflow Share—Asia and the Pacific, 2024 (% of total FDI inflows)

Partner
Asia and the il

Reporter Pacific Japan

Central and West Asia 46.1 11.4 3.8 100.4 04 -47.0
Armenia 82.6 382 0.0 38.0 54.2 -74.8
Azerbaijan 70.7 329 75 131.7 16.7 -119.1
Georgia 26.4 2.2 3.8 56.9 74 9.2
Kazakhstan -166.4 -46.7 -184 -343.7 341 576.0
Kyrgyz Republic 75.4 40.6 0.3 233 22 -0.9
Tajikistan 294 13.8 2.8 16.7 38 50.1
Turkiye 8.3 0.4 0.3 48.8 6.5 36.4
Turkmenistan 26.2 01 0.0 01 0.0 73.6
Uzbekistan 7.7 0.6 0.0 0.7 0.1 914

East Asia 98.3 38.1 7.3 11.5 1.9 -11.7
China, People's Republic of 80.0 0.0 1.8 7.8 23 9.9
Hong Kong, China 121.5 80.2 7.9 84 49 -34.9
Japan 91.6 10.1 0.0 481 -67.6 279
Korea, Republic of 61.0 73 40.2 252 344 -20.6
Mongolia 53.3 85 55 917 5.7 -50.7
Taipei,China 95.5 40.8 21.8 1.8 0.9 1.8

South Asia 711 7.7 6.0 41.4 18.5 -31.0
Bangladesh 110.9 50.5 8.8 27.7 6.1 -44.8
Bhutan 19.6 0.0 0.0 4.0 0.0 76.5
India 69.9 0.0 6.5 45.6 214 -36.9
Maldives 1.0 04 04 05 01 98.3
Nepal 172.6 785 14.0 36.0 11.4 -120.0
Pakistan 90.1 65.7 11 229 4.3 -17.4
Sri Lanka 57.9 20.2 4.8 22.3 4.8 15.0

Southeast Asia 40.7 8.0 7.1 16.7 18.7 23.9
Brunei Darussalam 195.2 117.0 -130.8 1311 9.5 -235.7
Cambodia 87.7 59.3 42 1.6 1.0 9.8
Indonesia 86.6 104 6.7 6.6 2.6 4.2
Lao People’s Democratic Republic 18.3 5.7 12 23 0.6 78.8
Malaysia 91.6 0.1 11.9 -14.2 223 0.2
Philippines 9.2 0.1 72 6.7 1.2 82.8
Singapore 29.8 54 73 24.0 26.0 20.2
Thailand 68.8 234 14.0 10.6 141 6.5
Timor-Leste 20 0.0 20 1.8 0.0 96.2
Viet Nam 25.0 8.9 1.7 2.8 0.7 71.6

Pacific 35.1 1.2 22.0 28.7 17.3 18.8
Australia 324 1.0 226 29.0 18.3 20.3
Cook Islands — — — — — —
Fiji 209 5.9 32 6.4 8.7 64.0
Kiribati — — — — — —

Marshall Islands —_ — — — — —
Micronesia, Federated States of — — — — — _

Nauru 0.0 0.0 0.0 0.0 0.0 100.0
New Zealand 110.1 1.6 0.0 232 -14.6 -18.7
Niue — — — — — —
Palau 17.7 4.9 11.3 0.0 74 749
Papua New Guinea 432 10.2 54 8.1 6.8 419
Samoa — — — — — —
Solomon Islands 125.9 371 21.0 19.7 329 -78.5
Tonga — — — — — —
Tuvalu — — — — — —
Vanuatu 134.1 515 276 735 60.3 -167.8
Asia and the Pacific 68.7 21.4 8.4 18.8 10.3 2.2
Developing Asia 715 23.7 7.2 17.1 11.5 -0.1

— = unavailable, PRC = People’s Republic of China, EU = European Union (27 members), FDI = foreign direct investment, ROW = rest of the world, UK = United Kingdom,
US = United States.

Sources: ADB calculations using data from the ASEAN Secretariat. ASEANSstats Data Portal. https://data.aseanstats.org (accessed July 2025); CEIC Data Company;
Eurostat. Balance of Payments. https://ec.europa.eu/eurostat (accessed July 2025); International Monetary Fund. World Economic Outlook Database, April 2025
https://www.imf.org/en/Publications/WEO/weo-database/2025/April (accessed April 2025); and UN Trade and Development. World Investment Report 2025 Statistical
Annex Tables. https://unctad.org/topic/investment/world-investment-report (accessed July 2025).
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Table A8: Remittance Inflows Share—Asia and the Pacific, 2021 (% of total remittance inflows)

Partner
Asia and the
Reporter Pacific Middle East EU+UK
Armenia 47 01 14.8 12.3 68.1
Azerbaijan 15.7 1.6 5.6 31 741
Georgia 13.1 11 21.9 5.0 59.0
Kazakhstan 21 0.3 30.0 0.9 66.7
Kyrgyz Republic 6.8 0.3 15.2 14 76.2
Tajikistan 6.2 0.3 75 15 845
Turkiye 2.7 3.0 85.6 3.8 4.9
Turkmenistan — — — — 100.0
Uzbekistan — — — — 100.0
‘EastAsa 486 02 a1 281 120
China, People’s Republic of 53.0 0.2 111 239 11.8
Hong Kong, China 39.0 0.0 12.7 229 253
Japan 233 0.0 16.3 44.0 16.4
Korea, Republic of 37.3 0.0 5,7 483 8.7
Mongolia 40.9 — 354 — 237
Taipei,China — — — — —
‘SouthAsa 156 56 106 128 45
Bangladesh 34.7 524 7.2 4.2 14
Bhutan 85.6 — 41 — 10.3
India 9.9 58.2 9.1 17.7 51
Maldives 741 — 18.6 — 73
Nepal 49.6 36.5 4.7 83 0.9
Pakistan 8.3 619 171 8.0 4.8
Sri Lanka 21.2 46.8 19.1 2.9 10.0

Brunei Darussalam — — — — _

Cambodia 69.5 — 8.9 185 31
Indonesia 415 51.2 3.9 25 1.0
Lao People’s Democratic Republic 76.0 — 51 17.3 1.6
Malaysia 88.9 0.0 4.7 4.2 23
Philippines 16.5 274 9.0 35.0 12.1
Singapore — — — — —
Timor-Leste 41.6 1.9 25.6 241 6.8
Thailand 85.2 — 14.5 — 0.3
Viet Nam 35.7 0.0 13.6 43.7 7.0
Paciic 480 03 25 198 94
Australia 28.8 0.7 46.4 16.2 79
Cook Islands — — — — —
Fiji 635 — 31 21.6 11.8
Kiribati 905 — 75 — 2.0
Marshall Islands 0.8 — 0.1 97.4 1.6
Micronesia, Federated States of — — — — —
Nauru — — — — —
New Zealand 78.4 0.0 12.4 6.7 25
Niue — — — — —
Palau 13.1 — 8.2 — 78.7
Papua New Guinea 93.8 — 4.7 — 15
Samoa 68.5 — 0.8 225 8.2
Solomon Islands 871 — 12.3 — 0.6
Tonga 57.0 — 0.7 40.0 22
Tuvalu — — — — —
Vanuatu 56.9 — 16.5 — 26.6

— = unavailable, EU = European Union (27 members), ROW = rest of the world, UK = United Kingdom, US = United States.

Source: ADB calculations using data from Ratha, Plaza, and Kim (2024).
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Table A9: Outbound Migration Share—Asia and the Pacific, 2024 (% of total outbound migrants)

Partner
Asia and the RS
Reporter Pacific NETEL
Central and West Asia 20.5 0.1 0.1 34.0 5 44.0
Armenia 241 — — 12.6 — 63.4
Azerbaijan 44.8 0.0 — 1.6 — 5815
Georgia 17.9 04 — 37.2 — 45.0
Kazakhstan 6.1 0.0 — 346 — 59.3
Kyrgyz Republic 30.3 — — 14 — 68.3
Tajikistan 11.3 01 — 04 — 88.3
Turkiye 2.0 0.0 0.2 83.0 5.6 9.4
Turkmenistan 66.2 0.3 — 05 — 333
Uzbekistan 49.0 0.1 0.3 11 — 49.9
East Asia 51.2 4.1 7.7 8.2 25.8 14.7
China, People’s Republic of 56.3 — 6.9 10.1 21.3 12.4
Hong Kong, China 477 34.0 11 11.5 217 19.2
Japan 313 4.0 — 24 54.3 12.0
Korea, Republic of 344 32 19.4 1.8 5888 104
Mongolia 877 0.6 115 8.8 — 35
Taipei,China 422 205 75 1.9 48.6 7.4
South Asia 27.0 0.1 0.8 10.7 9.7 52.7
Bangladesh 313 0.0 0.3 6.1 41 58.5
Bhutan 88.9 0.2 — 1.0 — 10.1
India 21.0 0.0 0.3 10.6 171 51.3
Maldives 97.7 — — 0.6 — 1.6
Nepal 63.4 0.1 7.0 11 10.0 255
Pakistan 16.3 0.1 0.4 16.6 6.5 60.5
Sri Lanka 34.4 0.0 3.3 23.0 — 42,6
Southeast Asia 58.6 21 5.2 5.6 18.8 17.0
Brunei Darussalam 90.5 — — 0.1 — 9.4
Cambodia 67.2 0.8 32 7.7 22.0 31
Indonesia 78.2 01 4.2 3.0 — 18.8
Lao People’s Democratic Republic 65.2 15 0.6 5.6 26.7 25
Malaysia 955 0.4 0.5 29 — 1.6
Philippines 20.2 01 4.6 7.3 324 40.1
Singapore 75.6 34 1.3 18.1 — 6.3
Thailand 54.4 0.5 5.2 11 26.1 84
Timor-Leste 97.8 — — 22 — 0.0
Viet Nam 44.4 24 16.0 10.2 38.8 6.5
Pacific 4.7 11 1.0 17.2 — 8.1
Australia 38.6 3.2 2.8 499 — 115
Cook Islands 100.0 — — — — 0.0
Fiji 86.5 — — 0.0 — 13.5
Kiribati 99.7 — — 0.1 — 0.2
Marshall Islands 235 — — — — 76.5
Micronesia, Federated States of 4.9 — — — — 95.1
Nauru 99.3 — — 0.1 — 0.6
New Zealand 89.7 0.6 0.6 8.0 — 23
Niue 100.0 — — — — 0.0
Palau 10.9 — — 75 — 816
Papua New Guinea 99.8 — — 0.1 — 0.1
Samoa 86.0 — — 04 — 135
Solomon Islands 99.7 — — 0.0 — 0.2
Tonga 95.8 — — 0.0 — 41
Tuvalu 95.2 — — 0.8 — 4.0
Vanuatu 69.5 — — 0.7 — 29.8
Asia and the Pacific 38.8 1.3 2.9 11.8 13.5 359
Developing Asia 38.5 1.2 3.0 11.7 13.3 36.5

— =unavailable, PRC = People’s Republic of China, EU = European Union (27 members), ROW = rest of the world, UK = United Kingdom, US = United States.

Source: ADB calculations using data from United Nations, Population Division. International Migrant Stock 2024. https://www.un.org/development/desa/pd/content/
international-migrant-stock (accessed May 2025).
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https://www.un.org/development/desa/pd/content/international-migrant-stock
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Table Al0Oa: Inbound Tourism Share—Asia and the Pacific, 2023 (% of total inbound visitors)

Asia and the BT

Destination Pacific PRC

Central and West Asia 37.3 0.9 28.7 1.9 32.2
Armenia 29.8 0.9 76 25 60.1
Azerbaijan 411 11 51 0.8 53.0
Georgia 52.7 0.8 73 0.8 39.3
Kazakhstan 66.2 26 1.9 0.3 31.6
Kyrgyz Republic 91.8 0.8 0.4 0.2 7.6
Tajikistan — — — — —
Turkiye 12.3 0.5 474 2.8 375
Turkmenistan — — — — —
Uzbekistan 95.8 0.7 2.4 0.4 14

East Asia 84.8 29.1 4.7 6.9 3.6
People's Republic of China — — — — —
Hong Kong, China 94.2 75.1 21 25 1.2
Japan 82.6 9.9 5.8 8.3 33
Republic of Korea 779 18.4 6.4 9.9 5.8
Mongolia 56.1 217 4.8 22 36.8
Taipei,China 83.7 8I5 4.3 8.2 3.8

South Asia 43.0 2.7 25.1 14.9 17.0
Bangladesh — — — — —
Bhutan — — — — —
India 48.0 0.3 211 18.6 12.3
Maldives 34.8 10.2 38.6 41 22.6
Nepal 48.9 12.3 28.0 20.2 3.0
Pakistan — — — — —
Sri Lanka 205 4.7 31.6 3.2 44.7

Southeast Asia 79.2 11.9 10.1 4.6 6.2
Brunei Darussalam 87.3 16.0 84 27 1.6
Cambodia 85.2 10.1 7.6 34 37
Indonesia 715 7.3 139 3.7 5.0
Lao People’s Democratic Republic 919 19.0 39 1.9 24
Malaysia 89.4 13.6 6.7 21 1.8
Philippines 62.5 5.8 9.8 18.1 9.6
Singapore 81.8 10.4 9.8 4.9 34
Thailand 725 12.5 13.1 33 111
Timor-Leste — — — — —
Viet Nam 82.6 53 8.4 6.3 2.7

Pacific 68.2 6.6 14.4 10.2 7.2
Australia 65.0 7.8 17.6 9.6 7.8
Cook Islands 95.1 0.0 0.0 8i5 14
Fiji 82.0 3.0 34 117 29
Kiribati 721 14.3 4.8 231 0.0

Marshall Islands —_ — — — —
Federated States of Micronesia — — — — _

Nauru — — — — —
New Zealand 67.8 53 12.7 11.8 76
Niue — — — — —
Palau 729 26.3 53] 20.2 1.6
Papua New Guinea 894 9.9 39 53 1.3
Samoa 83.2 0.0 0.0 9.2 76
Solomon Islands 87.7 6.4 25 8.8 09
Tonga 80.6 38 22 16.4 0.7
Tuvalu 80.2 3.0 73 10.2 24
Vanuatu 89.9 33 0.0 0.0 10.1
Asia and the Pacific 65.8 11.2 15.3 4.8 14.0
Developing Asia 64.0 11.5 16.3 4.2 15.4

— = unavailable, EU = European Union (27 members), PRC = People’s Republic of China, ROW = rest of the world, UK = United Kingdom, US = United States.

Sources: ADB calculations using data from CEIC Data Company (accessed October 2025); Haver Analytics (accessed October 2025); UN Tourism Statistics Database,
October 2025. https://www.e-unwto.org (accessed November 2025); and o  cial sources (accessed October 2025).
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Table A10b: Outbound Tourism Share—Asia and the Pacific, 2022 (% of total outbound visitors)

Partner
Asia and the A
Reporter Pacific
Central and West Asia 53.4 — 395 0.5 6.6
Armenia 75.7 — 57 11 17.4
Azerbaijan 8.7 — 88.9 0.0 23
Georgia 85.2 — 12.4 0.4 21
Kazakhstan 925 — 22 04 4.9
Kyrgyz Republic 96.3 — 0.6 0.2 3.0
Tajikistan 924 — 4.0 01 3.6
Turkiye 20.0 — 617 15 16.7
Turkmenistan 49.8 — 421 0.6 75
Uzbekistan 95.1 — 0.2 0.1 45
East Asia 42.4 — 14.9 9.5 33.2
People's Republic of China 22.9 — 12.7 3.9 60.4
Hong Kong, China 484 — 9.6 2.8 39.2
Japan 46.4 — 259 19.2 85
Republic of Korea 60.9 — 15.2 14.4 95
Mongolia 916 — 14 5.6 15
Taipei,China 67.8 — 11.6 10.5 10.0
South Asia 36.7 — 12.1 10.2 41.1
Bangladesh 39.1 — 34 45 53.0
Bhutan 179 — 80.9 0.6 0.6
India 431 — 154 14.1 274
Maldives 68.7 — 11.7 0.7 18.9
Nepal 60.8 — 19.3 9.8 10.1
Pakistan 18.0 — 55 3.3 732
Sri Lanka 67.0 — 6.3 5 214
Southeast Asia 85.9 — 34 2.0 8.7
Brunei Darussalam 96.8 — 0.1 0.2 29
Cambodia 985 — 0.2 1.0 03
Indonesia 69.6 — 1.9 1.5 270
Lao People’s Democratic Republic 99.2 — 0.5 0.2 01
Malaysia 87.2 — 32 0.8 8.8
Philippines 67.0 — 10.2 84 14.4
Singapore 92.2 — 3.9 15 24
Thailand 99.7 — 0.2 0.0 01
Timor-Leste 885 — 4.6 1.9 49
Viet Nam 94.4 — 11 31 14
Pacific 55.0 — 26.9 8.6 9.5
Australia 50.2 — 30.7 8.8 10.3
Cook Islands 919 — Bi5 0.8 3.8
Fiji 825 — 0.8 12.2 4.6
Kiribati 87.3 — 24 4.6 57
Marshall Islands 30.2 — 485 4.0 17.3
Federated States of Micronesia 12.6 — 11 4.3 82.0
Nauru 93.7 — 3.7 0.9 17
New Zealand 724 — 13.2 8.1 6.3
Niue 877 — 3.0 0.9 8.4
Palau B85 — 28 3.8 60.0
Papua New Guinea 96.4 — 15 12 1.0
Samoa 89.6 — 0.6 7.6 22
Solomon Islands 88.0 — 2.8 3.6 5.6
Tonga 875 — 24 8.6 15
Tuvalu 79.9 — 3.0 75 9.7
Vanuatu 86.8 — 23 11 9.8
Asia and the Pacific 57.8 — 20.7 45 16.9
Developing Asia 58.5 — 20.0 3.7 17.9

— = unavailable, EU = European Union (27 members), PRC = People’s Republic of China, ROW = rest of the world, UK = United Kingdom, US = United States.

Sources: ADB calculations using data from CEIC Data Company (accessed October 2025); Haver Analytics (accessed October 2025); UN Tourism Statistics Database,
October 2025. https://www.e-unwto.org (accessed November 2025); and o  cial sources (accessed October 2025).
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