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Key Messages 
 Amid restructuring, developing Asia including ASEAN countries will have 

steady growth driven by stronger trade and investment.  

 Risks: jolt to US & eurozone; sharper slowdown in PRC; and volatile 

capital flows  warrant stronger financial safety nets   

 Progress of Asian integration: intra-regional trade is down slightly, but 

between subregions rises along with intra-regional FDI. Cross-border 

portfolio flows are up (though remains to depend on global markets), 

migration steady, and tourism declines slightly.  

 Trade cooperation & harmonization including FTA helps secure trade 

flows, although most is more market-driven fostered by liberalization in-

line with growing production network (e.g., relocation of Japanese firms 

contributes to falling Japanese share in ASEAN trade) 

 Financial cooperation strengthens (e.g., ABMI standardization, AMBIF 

multi-currency, equity exchange), bilateral swap & financial safety nets 

(e.g., CMIM, SAARC) needed to help counter risks of contagion       

 Rising macro and overall interdependence (growing role of PRC) 

 Costs of natural disasters grow faster than GDP  calls for regional 

cooperation in disaster risk management 

 Regional convergence but with rising polarization 
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As external environment improves… 
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Growth is expected to remain steady, supported  
recently by domestic demand and exports 
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QE (6/4 2008 to 5/22 2013) and QE tapering (5/22 2013 to 
3/7 2014): fundamentals & market overreaction  need 
stronger financial safety nets 
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Bond markets have stabilized, but Asia 
should not be complacent 
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58 54 25 15 
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Intra-Subregional Integration since 2011 

Regional Integration since 2011 

 
 58       54         25      15
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Progress of regional integration 
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ASEAN total trade—PRC, Japan, and Rep. of 
Korea (% of total ASEAN trade) 

Changing trade pattern and production network 
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Rising share of intraregional FDI, and falling share 
of EU banks substituted by JPN+AUS banks 

Change in Outstanding Bank Credit of EU, US, 
Japan + Australia to ASEAN +3 ($ billion) 
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Growth of “+3” economies more strongly  
correlated over time 
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Cost of natural disasters grows faster 
than real GDP: Need for cooperation in 
disaster risk management 
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Gini index between and within countries:  
Increased convergence but also rising polarization 
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