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Highlights
• Optimism from 2017 trade and FDI performance of the region
• Still a far cry from the pre-crisis numbers, and considerable downside
risks
• Oil and commodity prices
• Locked into “austerity” macro management
• Uncertainties leading to wrong policy responses

***

• Need to rethink trade and investment (T&I) policies for sustainable
development
• Targeted T&I policies, complementary domestic policies, and trade
facilitation are key

• An integrated approach combining liberalization with social and
environmental policies yields best outcome

Part I
Recent trends and development

After years of weak trade
performance, 2017 looks optimistic
o Global and regional merchandise
trade remained weak in 2016, but
Asia-Pacific still the largest trading
region
o Global exports -3.2%,
o Asia-Pacific (AP) exports -4.3%
o 40% (exports) and 35% (imports) of
global trade
o Excluding China, developing AP exports
-3.6%.
o Developed AP driven by rise of Japan’s
exports

o Trade concentrated: 13 economies
≈ 90% of trade
o Intraregional trade more important
than trade with the rest of the
world: 56-58%
o Most of that trade is with China

40

Asia-Pacific Trade Growth (%)

30

20
10
0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017* 2018*
-10
-20
Exports

-30

Imports

* Projected

Prospects for 2017-2018
Projected export growth (%)
• 2017 looks optimistic
• Projected growth 4.5% (exports) and 8% (imports) in real terms

• However, uncertainties may hinder further trade growth in
2018
•
•
•
•

Import demand in developed countries
Intermediate imports by China
Protectionist rhetoric and policy uncertainty
Projected trade volume to grow 3.5% (exports) and 3% (imports) in 2018

Services also saw a mild recovery in 2016
o A soft services recovery of 0.1% (exports) and
1.3% (imports). A stronger recovery is
expected in 2017

o Services trade concentrated in a handful of
economies
o More than 1/2 of the exports came from China, India,
Japan, and Singapore

o Asia-Pacific embracing trade in new services
o Major exports are other commercial services (47%),
travel (30%), transport (20%), manufacturing-related
services (3%)
o Increasing trade in new services: digitized goods
(books, music-CDs, etc.)

o Barriers to services trade are gradually falling
o Further services liberalization can improve
competitiveness of services and manufacturing
sectors
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Year-on-year percentage change

o The region’s share in global exports rose from
25% (2005) to 30% (2016)
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The region attracts more greenfield FDI
o Despite mixed performance on FDI ,
greenfield FDI inflows still grow robustly at
just below 12%
o AP remains a major FDI destination with the
shares of 43% (greenfield) and 31% (total FDI) of
the global inflow

o FDI inflows are shifting to services and
technology sectors
o Regional production networks are increasingly
sophisticated and capital intensive
o FDI in alternative and renewable energy

o The region, especially China, became a
leading investor and contributed 34% of
global FDI outflow
o Investment liberalization continues
o Regional and subregional integration efforts led to
improved national policies on investment and
international investment agreements (such as
ASEAN and Eurasian Economic Union)

Intra-regional FDI flows,
Selected countries, 2014-2016

The North and Central Asia performance

Please refer to the APTIR subregional brief for details.

Russian Federation performance

Please refer to the APTIR country brief for details.

Part II
Channelling Trade and Investment
into Sustainable Development

Need to rethink trade and investment
policies for sustainable development
o The positive links between trade-FDI and economic growth are well recognized
o Although trade and investment liberalization are necessary for economic
development, the social and environmental impacts are less clear
o We have known for a long time that trade and investment liberalization creates
winners and losers. Why then nothing much has been done to stop and/or
reverse such impacts? Coherence problem in national policy making.
Trade and economic growth

Trade and CO2

Targeted trade and investment policies,
complementary domestic policies, and trade
facilitation are the key

o Tariff cuts and trade-enabling non-tariff measures: green goods, adopting sustainability
standards

o Prioritizing FDI in SDG-related sectors
o Complementary domestic policies:
o To encourage sustainable consumption and production: environmental policies
o To enable workers from uncompetitive sectors to adjust: labor policies and social safety nets
o To fully capture development benefits of T&I: education, tax, competition policies

o Trade facilitation and good governance as key enablers

FDI is vital, but need to incorporate social
and environmental dimensions
o FDI can be a powerful enhancer of regional trade and economic
growth
o Asia-Pacific economy is at least 7% larger than it would be without FDI
o The positive impact of FDI varied greatly among countries by their
absorptive capacity and policy environment

o FDI policies need to incorporate the social and environmental
dimensions
o Prioritizing investment incentives for SDG-related sectors
o Reforms of policies, laws, regulations and institutions to provide an
enabling environment to promote responsible business conduct
o Future international investment agreements will need to better balance
the rights and obligations of investor and host country

Combining liberalization with environmental
and social policies yields best outcomes
o An integrated regional liberalization approach combining tariff
reductions, investment liberalization and trade facilitation together
boosts trade by over $175 billion annually while partially reducing
the negative impacts on CO2 and inequality associated with each
policy
• Gains from the integrated approach largely driven by reducing
trade costs
• Trade facilitation will increase net exports by $16 billion annually. The gains are
larger than those of tariff and investment liberalization

o Combining liberalization policies with environmental and social
polices yields even better outcomes
o Integrated liberalization with the emission reduction commitment and
domestic income transfers results in higher regional economic growth, as well
as lower emissions and less inequality

Comprehensive opening vs. coherent mix:
economic, environmental and social impacts

A way forward
1

Pursuing trade and investment liberalization and
facilitation
❖ $110 billion annual regional loss in case of global tariff war

2

Tackling the social and environmental impacts of
liberalization
❖ SDG-targeted trade and FDI policies + domestic policies
❖ Improve trade procedures + rule of law

3

Strengthening regional cooperation and integration
❖ Larger and deeper trade agreements to be considered
❖ Trade connectivity a key priority

4

Enabling evidence-based trade and investment
policymaking for sustainable development
❖ Significant missing data and capacity issues to be addressed

Thank you for your attention.
Download APTIR 2017 and
subregional and country briefs from:
http://www.unescap.org/publication-series/asia-pacific-tradeand-investment--report

