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Key Messages o

The globalization of the world economy has progressed by a relative concentration
of world economic activity across three economic regions.
Economic interdependency has however grown stronger than the economic growth
only within the East Asian economic region. International/regional/global
organization of production has become the norm.

The latest phase of globalization also accompanied the development of an
unsustainable payment imbalance btw the US and some East Asian countries
including China notably. Capital flow happened to be from the poor to the rich.

As the imbalances are unwinding and the world economic crisis is yet continuing, a
tectonic change is underway that the gravity of the world economy is moving away
from “Across the Pacific” to the “Indo-Pacific Region.”

South Asia itself in this latest phase of globalization is yet no coherent economic
region and no credible framework of shared responsibility is in place. But the
economic zone is poised to be increasingly integrated in the Indo-Pacific economic
landscape.

Integration into the global value chain brings about rising technological capabilities.
Evidence from the East Asian countries indicate how China and ASEAN countries
have upgraded across the value chain.

Proliferation of free trade agreements (FTAs) across Asia and the Pacific and a
growing coverage of non-traded and services in recent FTAs. How does a trans-
pacific partnership will impact trade and FDIs across Asian economies?

Will Bangladesh be a “nod & hub” in the Indo-Pacific Ocean Rim? Potential and i
challenges to this end.
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Sources: International Monetary Fund, World Economic Outlook Database, October 2014,
the IMF Direction of Trade Statistics (DOTS) and the CEPIl CHELEM Databases.



Schematic View of East Asian Production Network eee
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Triangular Trade in East Asia, 1990-2012 | se2¢
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Source: Authors' estimates based on CHELEM Database. Each series is a weighted moving
average with weights being 1, 2, and 3 to the x(t-2), x(t-1), and x(t) terms respectively.

(Y): (Export of final goods from China and/or ASEAN to developed markets)/(Export of final

goods from China and/or ASEAN to the world). (X): (Export of intermediate goods from Japan

& NIEs2 to China and/or ASEAN)/(Export of intermediate goods from Japan & NIES2 to the world).
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Production & Geo. Locations, 1990-2010 (Contd.) b
Exports by stages of Intermediate goods Final equipment goods Final consumer goods
production
Trading partners/Year 1990 2000 2010 1990 2000 2010 1990 2000 2010
Japan
China & Hong Kong 0.81 1.057 1.2011 1.22 1.431 1.4211 0.84 0.867 1.0871
South Korea & Taiwan 1.73 1.55] 1.7811 1.87 1.81] 1.9511 1.44 1.6117 1.9211
ASEAN-7 1.15 1.171 1.2111 1.24 1.17] 1.11}) 0.70 0.76 0.56
East Asia 1.06 1.071 1.1911 1.29 1.16] 1.201) 0.57 0.62 0.77
us 1.26 1.22] 1.3111 1.33 1.05) 0.84]] 0.94 1.071 1.1011
EU-15 1.13 1.151 1.12}] 1.44 1.03} 0.72]] 0.98 0.93] 0.79/]
US+EU-15 1.21 1.20} 1.2311 1.37 1.04] 0.78]] 0.95 1.02 0.97
ROW 1.22 1.08 0.92 1.50 1.11 0.80 0.94 0.91 0.99
Total 1.14 1.121 1.1711 1.36 1.09] 0.96]] 0.83 0.871 0.9071
South Korea 1990 2000 2010 1990 2000 2010 1990 2000 2010
China & Hong Kong 1.54 1.911 1.761 0.56 1.131 1.9411 0.78 2.001 21211
Japan 3.42 1.92 1.70] 2.88 1.16] 0.85]] 2.51 1.33} 1.16]]
ASEAN-7 0.97 1.141 1.041 0.56 0.56 0.77 0.58 0.97 0.89
East Asia (inc. Taiwan) 1.26 1.351 1.3511 0.65 0.831 1.1611 1.31 1.28) 1.301)
us 1.07 1.181 0.97]] 0.69 0.89 0.57 1.42 0.73} 0.68]]
EU-15 0.86 1.101 0.74]] 0.65 0.951 1.0811 1.01 0.75] 0.861)
US+EU-15 0.99 1.151 0.87]] 0.68 0.91 0.80 1.26 0.74] 0.761]
ROW 1.43 1.57 1.25 0.68 1.18 1.24 1.31 1.15 1.06
Total 1.17 1.301 1.2111 0.67 0.901 1.0011 1.28 0.97] 0.991]
Taiwan 1990 2000 2010 1990 2000 2010 1990 2000 2010
China & Hong Kong 1.81 2.081 2.6211 1.49 1.611 1.7011 1.52 1.591 2.9111
Japan 1.77 1.941 2.0311 2.59 214 0.80]] 1.65 0.71} 0.60]]
ASEAN-7 0.93 1.161 1.6411 1.03 0.78} 0.67]] 0.82 0.78) 1.3511
East Asia (incl. South Korea) 1.03 1.341 1.8311 0.99 1.12¢ 1.0411 1.20 0.88] 15111
us 1.04 1.161 1.2311 1.13 1.311 0.72}] 1.24 0.59] 0.46]]
EU-15 1.02 1.01] 0.88]] 1.17 1.35¢ 0.75]] 0.84 0.62 0.45
US & EU-15 1.03 1.101 1.08]1 1.15 1.321 0.73]] 1.08 0.60} 0.45]]
ROW 1.03 1.23 0.83 0.97 1.27 0.56 0.97 0.56 0.43
Total 1.03 1.251 1.5311 1.08 1.241 0.84]] 1.11 0.69] 0.841]
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Kawai and Rahman, 2014. Trade and Exchange Rates in East Asia. Asian Development Bank Institute (ADBI).
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Production & Geo. Locations, 1990-2010 (Contd.) oo
Exports by stages of Intermediate goods Final equipment goods Final consumer go&g.
production ®
Trading partners/Year 1990 2000 2010 1990 2000 2010 1990 2000 2010
China
Japan 1.61 1.11] 1.07}] 0.82 1.411 1.7111 2.43 2.731 1.78]]
South Korea & Taiwan 0.38 0.55 0.73 0.26 0.541 1.0911 0.36 0.94 0.96
ASEAN-7 0.53 0.26 0.45 0.19 0.44 0.78 0.68 0.49 0.41
East Asia (inc. Hong Kong) 0.88 0.48 0.51 0.41 0.60 0.83 1.45 1.44] 0.81]]
us 0.34 0.601 1.0311 0.25 1.001 1.3811 1.47 1.781 1.42]]
EU-15 0.83 0.76 1.1311 0.19 0.981 1.4311 1.67 1.691 1.50]]
US & EU-15 0.51 0.66 1.0811 0.22 1.001 1.4011 1.54 1.75% 1.46]]
ROW 0.60 0.84 1.24 0.27 0.83 1.39 1.26 1.51 1.22
Total 0.71 0.57 0.73 0.29 0.821 1.1611 1.49 1.621 1.19]]
Singapore 1990 2000 2010 1990 2000 2010 1990 2000 2010
China & Hong Kong 0.41 0.811 1.5011 1.04 1.451 1.18)1 2.23 1.76} 1.871]
Japan 0.57 0.82 0.81 2.01 1.30| 0.76]] 1.69 0.45 0.551]
South Korea & Taiwan 0.44 0.971 1.2411 0.78 1.091 0.60]] 2.32 1.26 056
ASEAN-6 1.16 1.731 1.7711 1.63 2.201 2151 4.25 3.61) 4.6911
East Asia 0.70 1.17 1.43 1.33 1.58 1.26 2.58 1.61) 2.011]
us 0.62 0.67 0.53 1.59 1.27] 0.70(] 0.39 0.17 0.22
EU-15 0.72 1.071 1.021 1.15 1.261 0.74]] 0.65 0.27 0.34
US & EU-15 0.65 0.82 0.74 1.40 1.27] 0.72]] 0.49 0.21 0.27
ROW 0.48 0.43 0.36 0.92 1.32 0.98 1.38 0.96 1.48
Total 0.66 0.991 1.1411 1.34 1.401 0.97]] 1.20 0.78] 1.061]
Indonesia 1990 2000 2010 1990 2000 2010 1990 2000 2010
China & Hong Kong 1.66 0.85] 0.63]] 0.34 0.29 0.42 0.37 0.62 0.90
Japan 6.11 2.75) 250]] 0.23 0.891 1.0011 4.22 1.56) 1.741]
South Korea & Taiwan 1.15 0.95] 0.84]] 0.03 0.24 0.29 1.27 1.591 1.02]]
ASEAN-6 1.59 1.22) 1.9711 0.18 2.011 2.0311 2.11 2.221 2.3311
East Asia 2.13 1.25] 1.261) 0.17 0.96 0.92 2.41 1.48) 1.511]
us 0.53 0.55 0.57 0.02 0.30 0.23 0.92 1.231 1.201
EU-15 1.54 1.12] 0.96]] 0.03 0.39 0.32 1.40 2.03% 1.651
US & EU-15 0.89 0.75 0.74 0.02 0.33 0.27 1.10 1.501 1.391
ROW 0.89 1.40 1.25 0.04 0.30 0.29 0.66 1.27 1.34
Total 1.52 1.09] 1.121] 0.07 0.59 0.54 1.47 1.481 1.43]]
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Production & Geo. Locations, 1990-2010 0060
Exports by stages of Intermediate goods Final equipment goods Final consumer goods @
production [ )
Trading partners/Year 1990 2000 2006 1990 2000 2006 1990 2000 2006
Malaysia
China & Hong Kong 0.86 0.51] 1.1811 0.25 0.84 0.75 1.02 0.51] 0.801}
Japan 1.41 1.711 121} 1.71 1.62| 0.90] | 0.71 0.85 0.63
South Korea & Taiwan 0.90 1.331 0.89]| 0.13 0.76 0.52 0.74 0.54 0.73
ASEAN-6 1.82 1.62] 1.657] 231 1.76| 1.861] 3.56 1.79] 2171
East Asia (inc. Hong Kong) 1.29 1.25] 1.25] 1.29 1.28] 1.03]| 1.54 0.93| 1.081)
us 1.55 1.22] 0.73]] 0.50 1.281 22711 0.70 0.57 0.45
EU-15 1.77 1.17] 0.97]] 0.31 0.971 1.1311 1.20 0.63 0.52]]
US & EU-15 1.63 1.20} 0.84]] 0.42 1.161 1.7511 0.89 0.59 0.48
ROW 0.70 0.85 0.83 0.25 1.08 1.04 1.32 1.00 0.67
Total 1.37 1.20] 1.09] 0.68 1.201 1.3711 1.12 0.75] 0.72]]
Philippines 1990 2000 2010 1990 2000 2010 1990 2000 2010
China & Hong Kong 0.59 0.611 2.5811 0.38 0.781 1.6111 0.41 0.23 0.39
Japan 2.05 2.25% 2.02]] 4.02 2.85] 2.30]] 1.62 0.56 0.55]]
South Korea & Taiwan 0.85 1.871 1.48|1 0.50 1.421 0.711 1.05 0.27} 0.31
ASEAN-6 0.98 1.451 1.9611 0.30 0.851 1.0111 0.30 0.32 0.59
East Asia 1.00 1.431 2.1071 0.72 1.37% 1.4011 0.93 0.38 0.47
us 1.37 2.15¢1 1.16] 0.63 0.991 0.67]1 1.94 0.77] 0.66]|
EU-15 1.31 0.97] 1.4811 0.24 1.261 1.01)1 1.33 0.38] 0.36]
US & EU-15 1.35 1.721 1.30{] 0.46 1.101 0.821 1.71 0.64] 0.54]|
ROW 0.43 0.69 0.52 0.14 0.51 0.31 0.79 0.30 0.22
Total 1.09 1.471 1.7311 0.52 1.161 1.011 1.39 051} 0.47]]
Thailand 1990 2000 2010 1990 2000 2010 1990 2000 2010
China & Hona Kona 0.27 0.64 0.70 0.24 0.831 1.3211 1.04 0.881 0.8411
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