Section 3 Asia

1. ASEAN

We will provide an overview of economic trends in the Association of Southeast Asian Nations
(ASEAN).'?! which marked the 50th anniversary of its establishment in 2017 and which is further
deepening the regional economic integration and external economic relationships.
(1) ASEAN aiming for deepening of economic integration

In December 2015, ASEAN established the ASEAN Economic Community (AEC). marking a major
milestone in the implementation of a set of initiatives to achieve economic union among the 10 ASEAN
countries, which it has been promoting since the 1990s. Until now, various initiatives to liberalize the
movement of goods, services, capital and people have been conducted based on the AEC Blueprint 2015.
In consideration of the achieved results, ASEAN is now promoting the development of systems and
policies to realize an economy integrated at a higher level based on the AEC Blueprint 2025, which is a
roadmap for the integration of ASEAN in the period leading to 2025 (Table I-2-3-1-1).

Table I-2-3-1-1 Roadmap for ASEAN integration toward 2025 (AEC Blueprint 2025)
A. Highly integrated and cohesive economy

A1l Trade in goods

A2 Trade in services

A3 Investment environment

A4 Financial integration, financial inclusion, and financial stability
A5 Facilitating movement of skilled labor and business visitors

A6 Enhancing participation in global value chains

B. A competitive, innovative and dynamic ASEAN

B1 Effective competition policy

B2 Consumer protection

B3 Strengthening intellectual property rights cooperation

B4 Productivity-driven growth, innovation, research and development, and technology
commercialization

BS5 Taxation cooperation

B6 Good governance

B7 Effective, efficient, coherent and responsive regulations, and good regulatory practice

B8 Sustainable economic development

B9 Global megatrends and emerging trade-related issues

C. Enhanced connectivity and sectoral cooperation

C1 Transport

121 Established in 1967. ASEAN expanded from the original five member countries, Indonesia, Malaysia,
the Philippines, Singapore and Thailand, to 10 countries due to the addition of Brunei Darussalam in
1984, Viet Nam in 1995, Lao PDR and Myanmar in 1997 and Cambodia in 1999.
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C2 Information and communications technology (ICT)
C3 E-commerce

C4 Energy

C5 Food, agriculture and forestry

C6 Tourism

C7 Healthcare

C8 Minerals

C9 Science and technology

D. A resilient, inclusive, people-oriented and people-centered ASEAN

D1 Strengthening the role of micro, small, and medium enterprises
D2 Strengthening the role of the private sector

D3 Public-private partnership (PPP)

D4 Narrowing the development gap

D5 Contribution of stakeholders in regional integration efforts

E. A global ASEAN

(Improvement and enhancement of economic partnership agreements with other economies:
achievement of mutual benefits for ASEAN through sharing recognition and holding a consistent

stance, etc.)

Notes: For the original text, visit the following website:
http://www.asean.org/wp-content/uploads/images/2015/November/aec-page/ AEC-Blueprint-
2025-FINAL.pdf

Source: ASEAN Secretariat.

The population of the ASEAN area is greater than 600 million people and is around double the U.S.
population (Figure I-2-3-1-2). ASEAN’s nominal GDP is larger than half of Japan’s (Figure I-2-3-1-3).
Although per-capita GDP is still low, it is expected to rise in the future, mainly in less developed ASEAN
member countries (Figure I-2-3-1-4).'?2 From the scale of trade in goods and services and inward
foreign direct investments, it is also clear that ASEAN is an important pillar of global growth (Figures
I-2-3-1-5, I-2-3-1-6 and 1-2-3-1-7).

122 Regarding per-capital nominal GDP in ASEAN, per-capita GDP of Singapore, ranked in the top position,
is around 46 times as large as that of Myanmar, ranked at the bottom (World Economic Outlook, (IMF,
April 2018)). According to data published by the ASEAN Secretariat, per-capita nominal GDP in
ASEAN rose 70%, from 2,373 dollars to 4,034 dollars, over the 10 years from 2007 to 2016.
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Figure I-2-3-1-2 Population of ASEAN (comparison with major economies and regions)
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Notes: This figure shows values in 2017.
The term “ASEAN” refers to the 10 ASEAN member economies, while the term “EU” refers to

the 28 EU member economies. The category “China™ does not include Hong Kong, Macau or
Taiwan.

Source: World Economic Outlook Database (WEO) (IMF, April 2018), Eurostat.

Figure I-2-3-1-3 Nominal GDP in ASEAN (comparison with major economies and regions)
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Notes: This figure shows values in 2017.
The term “ASEAN” refers to the 10 ASEAN member economies, while the term “EU” refers to

the 28 EU member economies. The category “China™ does not include Hong Kong, Macau or
Taiwan.

Source: WEO Database (IMF, April 2018).
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Figure 1-2-3-1-4 Per-capita nominal real GDP in ASEAN (comparison with major economies

and regions)
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Notes: This figure shows values in 2017.
The term “ASEAN” refers to the 10 ASEAN member economies, while the term “EU” refers to
the 28 EU member economies. The category “China” does not include Hong Kong, Macau or
Taiwan.

Source: WEO Database (IMF, April 2018), Eurostat.

Figure I-2-3-1-5 Total values of trade in goods (imports and exports) in ASEAN
(comparison with major economies and regions)
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Notes: This figure shows values in 2016.
The term “ASEAN” refers to the 10 ASEAN member economies, while the term “EU” refers to
the 28 EU member economies. The category “China™ does not include Hong Kong, Macau or
Taiwan.

Source: UNCTAD.
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Figure I-2-3-1-6  Values of trade in services (imports and exports) in ASEAN

(comparison with major economies and regions)
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Notes: This figure shows values in 2016.
The term “ASEAN” refers to the 10 ASEAN member economies, while the term “EU” refers to
the 28 EU member economies. The category “China” does not include Hong Kong, Macau or
Taiwan.

Source: UNCTAD.

Figure I-2-3-1-7 Values of inward foreign direct investments by ASEAN (on a stock basis)

(comparison with major economies and regions)

(Billion dollars)
9000

8000
7000
6000
5000
4000
3000

2000

0 | — —

ASEAN China India Japan United States EU
Notes: This figure shows values in 2016.

The term “ASEAN” refers to the 10 ASEAN member economies, while the term “EU” refers to
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Macau.
Source: UNCTAD.
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ASEAN, which is located between East Asia and South Asia, both of which are growing remarkably,
is likely to maintain and expand its presence as a more competitive regional economy by achieving
efficiency through the formation of a large integrated market, because the markets of individual member
countries are small.

(2) Macroeconomic trends

According to the IMF, ASEAN’s economic growth rate'?® in 2017 was 5.2%. much higher than the
previous year’s growth rate of 4.7% (Figure I-2-3-1-8). The growth rates of individual ASEAN member
countries are as shown below (Figure I-2-3-1-9).

The main drivers of ASEAN’s economic growth (by expenditure) are robust private consumption
due to an income rise, an increase in investments due to infrastructure development (gross fixed asset
formation), and exports taking advantage of individual countries’ strengths. On the whole, private
consumption is making steady contributions to ASEAN’s growth compared with investments and
exports, which are prone to wide fluctuations, although its strength varies from country to country
(Figure I-2-3-1-10). By industry, the service industry is making the greatest contributions, followed by
the manufacturing industry (Figure I-2-3-1-11).

Figure I-2-3-1-8 Changes in real GDP growth rates in ASEAN
(comparison with major economies and regions)
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The data on the ASEAN 10 in 1997 do not include the values in Lao PDR.

Source: WEO Database (IMF, April 2018).

123 This is a figure obtained by weight-averaging the 10 ASEAN member countries’ respective annual real
GDP growth rates published by the IMF in each year by the values of those countries’ respective annual
nominal GDP.
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Figure I-2-3-1-9 Changes in real GDP growth rates in ASEAN member economies
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Figure I-2-3-1-10 Changes in real GDP growth rates and contributions by expenditure in major
ASEAN member economies
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Source: Governmental statistics of target economies, CEIC Database.
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Figure 1-2-3-1-11 Changes in real GDP growth rates and contributions by industry in major
ASEAN member economies
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(3) Changes in ASEAN’s trade
(A) Underlying firmness of intra-regional trade and increases in dependency on China and trade
deficits

Since the beginning of the 2000s, ASEAN’s trade with the rest of the world has been expanding.
Although the value of trade declined in 2015 and 2016 due to the slow trade phenomenon caused by
China’s economic slowdown and a drop in the crude oil price, it recovered in 2017.

The value of ASEAN’s exports to the rest of the world increased 3.9-fold over the 20 years from
1998 to 2017. While the value of exports increased 2.1-fold in trade with the United States, 2.6-fold in
trade with the EU and 2.8-fold in trade with Japan, it expanded much more, 8.9-fold, in trade with China.
ASEAN’s intra-region trade increased steadily, 4.4-fold, although it has recently declined (Figure I-2-
3-1-12).
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Figure I-2-3-1-12 Changes in export values and destinations in ASEAN
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Notes: The category “China” includes Mainland China, Hong Kong and Macau.
Source: Direction of Trade Statistics (DOTS) (IMF).

(=]

(=]

(=]

Over the same period, the shares of exports to the United States, the EU and Japan in ASEAN’s
overall exports declined from 21% to 11%, from 17% to 11% and from 12% to 8%, respectively, while
the share of exports to China rose from 9% to 20%. The share of intra-region exports increased steadily,
from 21% to 24%, although it has recently declined (Figure I-2-3-1-13).

Figure I-2-3-1-13 Changes in shares of export destinations in ASEAN
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Notes: The category “China” includes Mainland China, Hong Kong and Macau.
Source: DOTS (IMF).
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Meanwhile, the value of ASEAN’s imports from the rest of the world increased 4.5-fold over the
same period. The value of imports increased 1.9-fold in trade with the United States, 2.2-fold in trade
with Japan and 3-fold in trade with the EU, while it expanded much more, 13.9-fold, in trade with China.
ASEAN’s intra-region imports increased steadily, 4.6-fold (Figure I-2-3-1-14).

Figure I-2-3-1-14 Changes in import values and sources in ASEAN
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Notes: The category “China” includes Mainland China, Hong Kong and Macau.
Source: DOTS (IMF).

Over the same period, the shares of imports from the United States, Japan and the EU in ASEAN’s
overall imports declined, from 17% to 7%, from 18% to 9% and from 14% to 9%, respectively, while
the share of imports from China rose from 7% to 21%. The share of intra-region imports remained
almost flat, inching up from 21% to 22%, but it has been declining after peaking at 25% in 2006 and
2007 (Figure I-2-3-1-15).
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Figure I-2-3-1-15  Changes in shares of import sources in ASEAN
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Source: DOTS (IMF).

From the above, it is clear that while the shares of the United States, the EU and Japan as ASEAN’s
main trading partners declined, China’s presence expanded. This is presumably related to China’s high
economic growth and a significant increase in the value of Chinese trade that followed China’s accession
to the WTO in 2001 and the deepening of the economic interdependence between ASEAN and China
due to the ASEAN-China Free Trade Area (ACFTA), which was put into force in 2005.

Regarding ASEAN’s intra-region trade, for which tariffs were abolished by 2010 in principle (by
2015 with respect to less developed countries) under the ASEAN Trade in Goods Agreement (ATIGA),
the value of trade grew steadily., while China’s share in ASEAN’s trade with the rest of the world
increased.

Looking at changes (ranking, value and share) in trading partner countries of the six major ASEAN
member countries'?* between 1996 and 2016, ASEAN’s dependency on China increased. For most of
the six ASEAN member countries, China was either the largest or second largest export destination
country. Even in the case of the Philippines, for which China was the fourth largest export destination,
the share of China in the total value of exports was large (Table I-2-3-1-16). Likewise, China was the
largest import source country for all of the six ASEAN member countries (Table I-2-3-1-17).

124 This refers to Indonesia, Malaysia, the Philippines, Singapore, Thailand and Viet Nam.
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Table I-2-3-1-16 Changes in the top 10 export destinations in six major ASEAN member

economies
Indonesia
1996 2001 2006
Total Total Total

Ranking| Destination | export |Share| Destination export |Share| Destination | export [Share

value value value

World total | 49.815 [100.0| World total | 56,321 [100.0] World total | 100,799 [100.0

1 Japan 12,885 [25.9 Japan 13,010 [23.1 Japan 21,732 |[21.6
2 United 6.795 |[13.6 [ United States | 7.749 [13.8 United 11,232 |11.1
States States
3 Singapore | 4,565 | 9.2 | Singapore 5,364 | 9.5 | Singapore | 8930 | 8.9
4 ROK 3,281 6.6 ROK 3,772 | 6.7 China 8344 | 83
5 China 2,057 | 4.1 China 2201 | 3.9 ROK 7,694 | 7.6
6 |Netherlands| 1.667 33 Taiwan 2,188 3.9 | Malaysia 4111 4.1
7 |HongKong| 1.625 | 3.3 | Australia 1.845 | 33 India 3391 | 34
8 Taiwan 1,609 | 3.2 | Malaysia 1.779 | 3.2 | Australia 2,771 | 2.7
9 Germany 1.489 [ 3.0 | Netherlands | 1.498 [ 2.7 [ Taiwan 2,735 | 2.7
10 Australia 1.202 24 I.Jnited 1,383 2.5 | Thailand 2.702 2.7
Kingdom
2011 2016
Total Total
Ranking| Destination | export |Share| Destination | export |Share
value value
World total | 203,497 [100.0| World total | 144,490 (100.0
1 Japan 33,715 | 16.6 China 16,786 |11.6
2 China 22941 | 11.3 [United States| 16,141 |[11.2
3 Singapore | 18.444 | 9.1 Japan 16,102 |[11.1
4 United 16,459 | 8.1 | Singapore | 11,246 | 7.8
States

5 ROK 16.389 | 8.1 India 10,094 | 7.0
6 India 13,336 | 6.6 | Malaysia 7,112 | 49
7 Malaysia | 10,996 | 5.4 ROK 7,008 | 4.9
8 Taiwan 6,585 | 3.2 | Thailand 5392 | 3.7
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9 Thailand 5,897 | 2.9 | Philippines [ 5.271 | 3.6
10 Australia 5,583 | 2.7 Taiwan 3,653 | 25
Malaysia
1997 2001 2006
Total Total Total
Ranking|Destination| export |Share| Destination | export |Share| Destination | export |Share
value value value
World total| 78,620 |100.0| World total [ 87.969 |100.0| World total [ 160.835 (100.0
) United United
1 Singapore | 15.844 | 20.2 17,794 |[20.2 30,063 |[18.7
States States
United ) )
2 14,523 | 18.5 | Singapore 14906 |16.9 | Singapore | 24,607 [15.3
States
3 Japan 9.872 | 12.6 Japan 11,682 |[13.3 Japan 14320 | 8.9
4 |HongKong| 4,349 | 5.5 |Netherlands| 4,063 4.6 China 11,642 | 7.2
5 Taiwan 3,416 | 43 [HongKong| 4,062 4.6 | Thailand 8498 |53
6  |Netherlands| 3.081 3.9 China 3.864 44 |Hong Kong| 7,967 | 5.0
7 Thailand | 2.864 | 3.6 | Thailand 3.357 3.8 |Netherlands| 5,900 | 3.7
United )
8 . 2,590 33 Taiwan 3,202 3.6 ROK 5.835 3.6
Kingdom
9 ROK 2,499 32 ROK 2,923 33 India 5,201 32
United ]
10 Germany 2.276 29 ) 2.305 2.6 | Australia 4,571 2.8
Kingdom
2011 2016
Total Total
Ranking|Destination| export | Share |Destination| export | Share
value value
World total| 228.290 | 100.0 | World total [ 189.988 | 100.0
1 China | 29953 | 13.1 | Singapore | 27.639 | 14.5
2 Singapore | 28,841 | 12.6 China 23,764 | 125
United
3 Japan 26,591 | 11.6 19.397 | 10.2
States
United
4 18.865 | 83 Japan 15,371 8.1
States
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5 Thailand | 11,711 5.1 Thailand 10.638 5.6
Hong

6 10,229 | 4.5 |HongKong| 9,094 4.8
Kong

7 India 9.214 4.0 India 7.733 4.1

8 ROK 8.589 3.8 | Indonesia 6.748 3.6

9 Australia | 8,398 3.7 Australia 6.468 34

10 Taiwan 7.599 33 Viet Nam 5.756 3.0

Notes: As no official values in 1996 have been released, this table shows the data in 1997 as the closest
values to those in 1996.

Philippines
1997 2001 2006
Total Total Total
Ranking|Destination| export | Share |Destination| export | Share |Destination| export |Share
value value value
World total | 25,228 | 100.0 | World total| 32,151 | 100.0 | World total| 47,410 |100.0
1 United 8,330 | 33.0 United 8.843 | 275 United 8.655 | 183
States States States
2 Japan 4,192 | 16.6 Japan 5.055 15.7 Japan 7916 | 16.7
3 |Netherlands| 1.663 6.6 |Netherlands| 2.976 9.3 |Netherlands| 4.769 | 10.1
4 Singapore | 1.621 6.4 | Singapore | 2.308 7.2 China 4,628 | 9.8
5 |Hong Kong| 1,172 4.6 Taiwan 2,127 6.6 |Hong Kong| 3.706 7.8
6 Taiwan 1.169 4.6 |Hong Kong| 1,580 4.9 | Singapore | 3.505 7.4
7 FJnited 1,086 | 4.3 | Thailand 1.358 4.2 | Malaysia | 2.620 5.5
Kingdom
8 Germany | 1.060 | 4.2 | Germany | 1.324 4.1 Taiwan 2.010 4.2
9 Thailand 856 3.4 | Malaysia 1.105 3.4 | Germany | 1.781 3.8
10 Malaysia 631 2.5 ROK 1,044 3.2 ROK 1,423 3.0
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2011 2016

Total Total
Ranking| Destination | export | Share |Destination| export | Share
value value
World total | 48,042 | 100.0 { World total | 56,313 | 100.0
1 Japan 8.865 | 18.5 Japan 11.674 | 20.7
2 United 7,080 | 14.7 United 8.661 154
States States
3 China 6.102 | 12.7 |Hong Kong| 6,583 11.7
4 Singapore | 4,278 | 8.9 China 6,192 11.0
5 Hong Kong| 3.699 | 7.7 | Singapore | 3.701 6.6
6 ROK 2,196 | 4.6 | Germany | 2.293 4.1
7 Taiwan 2,003 42 Thailand 2.130 38
8 Thailand | 1.904 | 4.0 ROK 2,095 3.7
9 |Netherlands| 1,745 | 3.6 Taiwan 2,056 3.7
10 Germany | 1.729 | 3.6 |Netherlands| 1,716 3.0

Notes: As no official values in 1996 have been released, this table shows the data in 1997 as the closest
values to those in 1996.

Singapore
1999 2001 2006
Total Total Total
Ranking| Destination | export | Share | Destination| export | Share [Destination| export [Share
value value value

World total | 114,701 | 100.0 [ World total | 121,691 | 100.0 | World total | 271,916 [100.0

United ) )
1 21,966 | 19.2 | Malaysia | 21,107 | 17.3 | Malaysia | 35,530 |13.1
States
) United
2 Malaysia | 18,995 | 16.6 18.728 | 15.4 [Hong Kong| 27.323 |10.0
States
United
3 Hong Kong| 8.805 7.7 |Hong Kong| 10.814 8.9 26,971 | 9.9
States
4 Japan 8.513 7.4 Japan 9.331 7.7 China 26,514 | 9.8
5 Taiwan 5.596 49 Taiwan 6,260 5.1 | Indonesia | 24.903 | 9.2

6 Thailand 5.039 4.4 China 5.326 4.4 Japan 14,858 | 5.5
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7 [.J’nited 4277 | 3.7 | Thailand 5.295 44 | Thailand | 11,306 | 4.2
Kingdom

8 China 3920 | 34 ROK 4,684 3.8 | Australia | 10,189 | 3.7

9  [Netherlands| 3.859 | 3.4 | Germany | 4,294 35 Taiwan 9481 | 35
10 ROK 3.558 3.1 [Netherlands| 4,031 33 ROK 8,737 32

2011 2016
Total Total
Ranking| Destination | export | Share |Destination| export | Share
value value
World total | 409,722 | 100.0 { World total | 329,910 | 100.0

1 Malaysia | 50,034 [ 12.2 China 42839 | 13.0

2 Hong Kong| 45.174 | 11.0 |Hong Kong| 41.618 | 12.6

3 Indonesia | 42,818 | 10.5 | Malaysia | 35,010 | 10.6

4 China 42685 | 10.4 | Indonesia | 25,787 7.8

5 United 2199 | 54 United 21,505 | 6.5

States States

6 Japan 18.390 | 4.5 Taiwan 14,731 4.5

7 Australia | 16,047 | 3.9 Japan 14,568 | 4.4

8 ROK 15478 | 3.8 ROK 14,514 44

9 Taiwan | 14,618 [ 3.6 | Thailand | 12,989 [ 3.9
10 India 14,063 | 3.4 | VietNam | 11,355 34

Notes: As no official values in 1996 have been released, this table shows the data in 1999 as the closest

values to those in 1996.

Thailand
1998 2001 2006
Total Total Total
Ranking|Destination| export [ Share |[Destination| export | Share [Destination| export | Share
value value value
World total | 54.344 [ 100.0 | World total | 64,909 | 100.0 | World total [ 130.621 | 100.0
United United United
1 12,142 | 223 13,193 | 20.3 19.609 | 15.0
States States States
2 Japan 7.470 13.7 Japan 9.942 15.3 Japan 16.565 | 12.7
3 Singapore | 4,659 8.6 | Singapore | 5.263 8.1 China 11,797 | 9.0
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4 |Hong Kong| 2.769 5.1 |Hong Kong| 3.284 5.1 | Singapore | 8.401 6.4
5  |Netherlands| 2,180 4.0 China 2850 | 44 |HongKong| 7.185 | 5.5
United ) )
6 . 2.110 3.9 | Malaysia | 2,713 42 | Malaysia | 6,661 5.1
Kingdom
) United )
7 Malaysia 1,776 33 ] 2,321 3.6 | Australia | 4.383 34
Kingdom
_ United
8 China 1,766 3.2 |Netherlands| 2.023 3.1 ] 3.427 2.6
Kingdom
9 Taiwan 1,736 32 Taiwan 1,908 2.9 Taiwan 3,383 2.6
10 Germany | 1.550 29 | Germany | 1.562 24 | Indonesia | 3.335 [ 2.6
2011 2016
Total Total
Ranking| Destination | export | Share |Destination| export | Share
value value
World total | 220,373 | 100.0 | World total | 213,660 [ 100.0
: United
1 China 25987 [ 11.8 24335 | 114
States
2 Japan 23,629 | 10.7 China | 23,582 | 11.0
United
3 21,563 9.8 Japan 20424 | 9.6
States
4 Malaysia | 12,274 | 5.6 |HongKong| 11,395 | 5.3
5 Hong Kong| 11.834 54 | Australia | 10,238 | 4.8
6 Singapore | 11.309 5.1 | Malaysia | 9,543 | 4.5
7 Indonesia 9.979 45 | VietNam | 9.340 4.4
8 Australia 7.922 3.6 | Singapore | 8,040 [ 3.8
9 Viet Nam 6.990 3.2 | Indonesia | 8.029 38
10 India 5,132 2.3 |Philippines | 6.353 | 3.0

Notes: As no official values in 1996 have been released, this table shows the data in 1998 as the closest
values to those in 1996.
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Viet Nam

153

2000 2001 2006
Total Total Total
Ranking| Destination | export |Share| Destination | export |Share| Destination | export |Share
value value value
World total | 14,483 |100.0] World total | 15,029 [100.0] World total | 39,826 |100.0
1 Japan 2,575 |17.8 Japan 2,510 |[16.7 [United States| 7.850 |19.7
2 China 1.536 |10.6 China 1417 | 94 Japan 5,240 |13.2
3 Australia 1,272 | 8.8 |United States| 1.066 | 7.1 | Australia 3.689 | 9.3
4 Singapore 886 | 6.1 | Singapore | 1.044 | 6.9 China 3243 | 8.1
Other Asian ] ]
5 ) 757 5.2 Australia 1,042 | 6.9 | Singapore 1,659 | 4.2
economies
) Other Asian
6 |United States| 733 5.1 , 806 54 | Germany 1,445 | 3.6
economies
7 Germany 730 5.0 | Germany 722 4.8 | Malaysia 1,217 | 3.1
United United United
8 . 479 | 3.3 _ 512 | 34 , 1.180 | 3.0
Kingdom Kingdom Kingdom
o Other Asian
9 Philippines 478 33 France 469 3.1 _ 969 24
economies
10 Malaysia 414 29 ROK 406 2.7 | Indonesia 958 2.4
2011 2016
Total Total
Ranking| Destination | export [Share| Destination | export |Share
value value
World total | 96,906 |100.0| World total | 176,581 [100.0
1 United States | 16,970 | 17.5 |United States| 38,473 |21.8
2 China 11,613 | 12.0 China 21,950 (124
3 Japan 11,092 | 11.4 Japan 14.671 | 83
4 ROK 4867 | 5.0 ROK 11,406 | 6.5
5 Germany 3.367 | 3.5 | Hong Kong | 6.088 34
6 Malaysia 2,771 | 2.9 | Netherlands [ 6.012 | 34
7 Australia 2,602 | 2.7 [ Germany 5,961 34
) United Arab
8 Cambodia 2519 | 2.6 ) 5.000 2.8
Emirates



United United
9 , 2398 | 25 , 4898 | 2.8
Kingdom Kingdom
10 Indonesia | 2.359 | 2.4 | Thailand 3,691 | 2.1

Notes: As no official values in 1996 have been released, this table shows the data in 2000 as the closest

values to those in 1996.

Notes:

1. The unit in the tables is “million dollars™ as for export values and “percentage (%)’ as for shares.

2. The intra-ASEAN region is shown in a faint-pink background for each column.
Source: GTA.

Table I-2-3-1-17

Changes in the top 10 import sources in six major ASEAN member economies

Indonesia
1996 2001 2006
Ranking|Import source Import Share|Import source Import Share | Import source Import Share
value value value
World 42,929 (100.0  World 30,962 |1100.0 World 61,065 [100.0
1 Japan 8,504 [ 19.8 Japan 4,689 | 15.1 | Singapore 10,035 | 16.4
2 United States | 5.060 | 11.8 | United States| 3.208 | 10.4 China 6,637 |10.9
3 Germany 3,001 | 7.0 | Singapore | 3,147 | 10.2 Japan 5,516 | 9.0
4 Singapore | 2,875 | 6.7 ROK 2,209 | 7.1 | United States | 4,057 | 6.6
5 Australia 2,535 |1 5.9 China 1.843 | 6.0 | Saudi Arabia | 3.384 | 5.5
6 ROK 2411 | 5.6 | Australia 1.814 | 5.9 Malaysia 3,193 | 5.2
7 Taiwan 1,664 | 3.9 |Saudi Arabia | 1,314 | 4.2 Australia 2986 | 49
8 China 1.598 | 3.7 Germany 1,301 | 4.2 Thailand 2983 | 4.9
9 Italy 1,212 | 2.8 Taiwan 1,071 | 35 ROK 2.876 | 4.7
10 I'Jnited 1,118 | 2.6 | Malaysia 1,005 | 3.2 Brunel 1,607 | 2.6
Kingdom Darussalam
2011 2016
Ranking|Import source fmport Share| Import source {mport Share
value value
World 177,436 (100.0 World 135,653 100.0
1 China 26,212 | 14.8 China 30.800 | 22.7
2 Singapore | 25,965 | 14.6 [ Singapore | 14,548 | 10.7
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3 Japan 19.437 | 11.0 Japan 12985 | 9.6
4 ROK 13,000 | 7.3 Thailand 8,667 | 64
5 United States | 10.813 | 6.1 | United States | 7,298 | 54
6 Malaysia | 10,405 | 5.9 Malaysia 7,201 | 5.3
7 Thailand | 10,405 | 5.9 ROK 6,675 | 4.9
8 Saudi Arabia | 5427 | 3.1 Australia 5,261 | 3.9
9 Australia 5,177 | 29 Viet Nam 3228 | 24
10 India 4322 | 24 Germany 3.159 | 23
Malaysia
1997 2001 2006
Ranking|Import source fmport Share| Import source fmport Share| Import source fmport Share
value value value
World 78,917 (100.0 World 73,7441100.0 World 130,511 |100.0
1 Japan 17,337 |1 22.0 Japan 14,1451 19.2 Japan 17,332 [ 13.3
2 |United States | 13,217 | 16.7 | United States [11.811| 16.0 | United States | 16,383 | 12.6
3 Singapore | 10,415 [ 13.2 | Singapore [ 9,303 | 12.6 China 15,905 | 12.2
4 ROK 4,073 | 5.2 Taiwan 4,192 | 5.7 | Singapore | 15.244 | 11.7
5 Taiwan 3,768 | 4.8 China 3,809 | 5.2 Thailand 7.169 | 5.5
6 Germany 3.440 | 44 ROK 2,960 | 4.0 Taiwan 7,152 | 5.5
7 Thailand 3,087 | 3.9 Thailand 2926 | 4.0 ROK 7,066 | 54
8 China 2235 | 2.8 Germany 2,750 | 3.7 Germany 5,765 | 44
9 I.Jnited 2,077 | 2.6 Indonesia | 2,246 | 3.0 Indonesia 4942 | 3.8
Kingdom
10 Australia 1,965 | 2.5 [ HongKong | 1.859 | 2.5 | HongKong | 3.452 | 2.6
2011 2016
Ranking|Import source fmport Share| Import source fmport Share
value value
World 187.640 (100.0 World 168.7221100.0
1 China 24,747 1132 China 34361 | 204
2 Singapore | 24,120 | 12.9| Singapore | 17,484 |10.4
3 Japan 21382 | 11.4 Japan 13,770 | 8.2
4 United States| 18,137 | 9.7 | United States | 13.446 | 8.0
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5 Indonesia 11.486 | 6.1 Thailand 10,221 | 6.1
6 Thailand | 11.286 | 6.0 Taiwan 10.104 | 6.0
7 Taiwan 8.884 | 4.7 ROK 8.881 | 5.3
8 ROK 7,616 | 4.1 Indonesia 7111 | 4.2
9 Germany 7,185 | 3.8 Germany 5,749 | 34
10 Hong Kong | 4.446 | 2.4 Viet Nam 4,531 | 2.7

Notes: As no official values in 1996 have been released, this table shows the data in 1997 as the closest
values to those in 1996.

Philippines
1997 2001 2006
Ranking|Import source mport Share| Import source fmport Share [Import source fmport Share
value value value
World 35.934 |100.0 World 33,057 |100.0 World 51,774 [100.0
1 Japan 7414 |20.6 Japan 6,633 | 20.1 | United States| 8,436 |16.3
2 United States| 7,153 | 19.9 | United States | 6,410 | 19.4 Japan 7.270 |14.0
3 ROK 2,182 | 6.1 ROK 2,082 | 6.3 Singapore 4379 | 8.5
4 Singapore | 2,171 | 6.0 | Singapore | 2,073 | 6.3 Taiwan 4,145 | 8.0
5 Taiwan 1.808 | 5.0 Taiwan 1.970 | 6.0 China 3,647 | 7.0
6 Hong Kong | 1.549 | 43 | HongKong | 1,335 | 4.0 ROK 3.200 | 6.2
7 Germany 1.180 | 3.3 Malaysia 1.073 | 3.2 |SaudiArabia | 2.935 | 5.7
8 Saudi Arabia [ 1,058 | 2.9 China 975 | 2.9 | Malaysia 2,097 | 4.1
9 Australia 955 2.7 Thailand 925 | 2.8 | HongKong | 2.096 | 4.0
10 Malaysia 941 2.6 | Saudi Arabia | 887 | 2.7 Thailand 2,075 | 4.0
2011 2016
Ranking|Import source Import Share| Import source Import Share
value value
World 60,144 (100.0 World 80.834 |100.0
1 Japan 6,510 |10.8 China 14,968 | 18.5
2 United States| 6,501 | 10.8 Japan 9,519 | 11.8
3 China 6,059 | 10.1 | United States | 7.164 | 8.9
4 Singapore 4893 | 8.1 Thailand 6.424 | 79
5 ROK 4392 | 7.3 Singapore 5.314 | 6.6
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6 Taiwan 4169 | 6.9 ROK 5301 | 6.6
7 Thailand 3462 | 5.8 Taiwan 5,066 | 6.3
8 Saudi Arabia| 3.223 | 54 Indonesia 4424 | 55
9 Malaysia 2,593 | 43 Malaysia 3.246 | 40
10 Indonesia 2372 | 3.9 | HongKong | 2,393 | 3.0

Notes: As no official values in 1996 have been released, this table shows the data in 1999 as the closest

values to those in 1996.

Singapore
1999 2001 2006
Ranking|Import source fmport Share| Import source mport Share| Import source Import Share
value value value
World 111,080 {100.0 World 115,943 (100.0 World 238.900|100.0
1 United States | 18,921 [17.0 Malaysia 20,077 | 17.3 Malaysia 31,194 | 13.1
2 Japan 18,492 | 16.6 | United States | 19.064 | 16.4 | United States | 29,967 | 12.5
3 Malaysia 17.288 | 15.6 Japan 16,082 | 13.9 China 27248 [ 11.4
4 China 5.698 | 5.1 China 7.192 | 6.2 Japan 19.935 | 8.3
5 Thailand 5247 | 4.7 Thailand 5,156 | 44 Taiwan 15253 | 6.4
6 Taiwan 4452 | 4.0 Taiwan 4,930 | 43 Indonesia 14,759 | 6.2
7 ROK 4,171 | 3.8 | Saudi Arabia | 4,227 | 3.6 ROK 10,480 | 4.4
8 Germany 3.608 | 3.2 Germany 3,832 | 3.3 | SaudiArabia | 9.297 | 3.9
9 Saudi Arabia | 3.271 | 2.9 ROK 3.821 | 33 Thailand 8,725 | 3.7
10 Hong Kong | 3.188 | 2.9 | HongKong | 2,783 | 2.4 Germany 6.829 | 2.9
2011 2016
Ranking|Import source Import Share| Import source fmport Share
value value
World 365.961(100.0 World 283,043 ]100.0
1 Malaysia | 39,149 | 10.7 China 40,386 | 14.3
2 United States | 39,020 | 10.7| Malaysia 32,261 | 11.4
3 China 38.003 | 10.4 | United States | 30,551 | 10.8
4 Japan 26,244 | 7.2 Taiwan 23,300 | 8.2
5 ROK 21,753 | 5.9 Japan 19.902 | 7.0
6 Taiwan 21,743 | 5.9 ROK 17,003 | 6.0

157



7 Indonesia | 19,309 | 5.3 Indonesia 13,468 | 4.8
8 Saudi Arabia | 17,630 | 4.8 Germany 8.693 | 3.1
9 India 14,149 | 3.9 France 8.551 | 3.0
United Arab ) )
10 ) 11,639 | 3.2 | Saudi Arabia | 8,113 | 2.9
Emirates

Notes: As no official values in 1996 have been released, this table shows the data in 1999 as the closest
values to those in 1996.

Thailand
1998 2001 2006
. Import Import Import
Ranking | Import source Share [ Import source Share| Import source Share
value value value
World 42.986(100.0 World 61,952 (100.0 World 128.6521100.0
1 Japan 10,179 23.7 Japan 13,858 (224 Japan 25.848 | 20.1
2 United States | 6,054 | 14.1 | United States | 7.177 | 11.6 China 13.642 | 10.6
3 Singapore |2.384| 5.5 China 3.705 | 6.0 | United States | 8,628 | 6.7
4 Taiwan 22411 5.2 Malaysia 3,072 | 5.0 Malaysia 8471 | 6.6
) ) United Arab
5 Malaysia 2,199 | 5.1 Singapore 2.849 | 4.6 ) 7218 | 5.6
Emirates
6 Germany 1.825] 4.2 Taiwan 2,595 | 4.2 Singapore 5,732 | 4.5
7 China 1,822 | 42 Germany 2,557 | 4.1 Taiwan 5,153 | 4.0
8 ROK 1,496 | 3.5 ROK 2,118 | 34 ROK 5,072 | 3.9
United Arab ) )
9 Oman 1.109| 2.6 ) 1.526 | 2.5 | Saudi Arabia | 4,261 | 3.3
Emirates
10 Australia 897 | 2.1 Australia 1.377 | 2.2 Indonesia 3463 | 2.7
2011 2016
i Import Import
Ranking|Import source Share| Import source Share
value value
World 229.300]100.0 World 195,783 (100.0
1 Japan 42298 (184 China 42,262 | 21.6
2 China 30,575 | 13.3 Japan 30.864 | 15.8
United Arab )
3 . 14,509 | 6.3 | United States | 12.128 | 6.2
Emirates
4 | United States | 13,416 | 5.9 Malaysia 10,956 | 5.6
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5 Malaysia | 12,361 | 5.4 ROK 7317 | 3.7
6 ROK 9.240 | 4.0 Taiwan 7173 | 3.7
7 Switzerland | 8.857 | 3.9 | Singapore 6,550 | 3.3
8 Australia 7.956 | 3.5 Indonesia 6.414 | 33
) United Arab
9 Sigapore | 7.809 | 3.4 , 6,199 | 3.2
Emirates
10 Taiwan 7.525 | 3.3 Germany 5.902 | 3.0

Notes: As no official values in 1996 have been released, this table shows the data in 1998 as the closest

values to those in 1996.

Viet Nam
2000 2001 2006
Ranking|Import source fmport Share| Import source mport Share| Import source fmport Share
value value value
World 15,637 [100.0 World 16,218 [100.0 World 44.8911100.0
1 Singapore | 2.694 |17.2| Singapore 2,478 | 153 China 7.391 | 16.5
2 Japan 2,301 |14.7 Japan 2,183 | 13.5| Singapore |6.274 |14.0
; Other As.ian 1880 |12.0 Other As.ian 2000 | 124 Other As.ian 485 | 10.7
economies economies economies
4 ROK 1,754 [11.2 ROK 1.887 | 11.6 Japan 4,702 | 10.5
5 China 1.401 | 9.0 China 1.606 | 9.9 ROK 3,908 | 8.7
6 Thailand 811 5.2 Thailand 792 | 49 Thailand | 3.034 | 6.8
7 Hong Kong | 597 | 3.8 | HongKong 538 | 33 Malaysia 1,482 | 3.3
8 Malaysia 389 | 25 Malaysia 464 | 29 | HongKong | 1,441 | 3.2
9 United States| 364 | 2.3 | United States | 411 2.5 | Switzerland | 1,357 | 3.0
10 Indonesia 345 | 22 Germany 397 | 24 Australia 1.100 | 2.5
2011 2016
Ranking|Import source Import Share| Import source Import Share
value value
World 106.750(100.0 World 174,978 1100.0
1 China 24.866 | 23.3 China 50.038 | 28.6
2 ROK 13,176 | 12.3 ROK 32.193 | 18.4
3 Japan 10.401 | 9.7 Japan 15,098 | 8.6
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4 Other As‘ian 2557 | 8.0 Other As‘ian 11242 | 64
economies economies
5 Singapore | 6,391 | 6.0 Thailand 8,855 | 5.1
6 Thailand 6,384 | 6.0 | United States | 8,712 | 5.0
7 United States | 4,555 | 4.3 Malaysia 5,174 | 3.0
8 Malaysia 3,920 | 3.7 Singapore 4769 | 2.7
9 India 2346 | 2.2 Indonesia 2992 | 1.7
10 Indonesia 2248 | 2.1 Germany 2,850 | 1.6

Notes: As no official values in 1996 have been released, this table shows the data in 2000 as the closest

values to those in 1996.

Notes:

1. The unit in the tables is “million dollars™ as for export values and “percentage (%) as for shares.
2. The intra-ASEAN region is shown in a faint-pink background for each column.

Source: GTA.

A plotting of the total value of trade between ASEAN member countries and China!* and ASEAN
member countries’ dependency on China in imports and exports shows that China’s influence on less
developed countries, such as Cambodia, Lao PDR and Myanmar, is strong as their total value of trade
is relatively small, that Viet Nam’s value of trade is similar to Singapore’s although Viet Nam is less
developed, and that there are more countries that are dependent on China in imports than countries that
are dependent on it in exports (Figure I-2-3-1-18).

From the above, it is clear that ASEAN’s dependency on China in trade is high and that the ASEAN
economy, whose growth is driven mainly by private consumption and exports, is closely linked with the
trends in the Chinese economy.

Next, we will look at changes in ASEAN’s trade balance with China.’?> ASEAN’s trade deficit with
China is growing as a trend. In particular, since 2010, when ASEAN was affected by the global
economic crisis, the deficit has expanded rapidly (Figures I-2-3-1-19 and I-2-3-1-20).

A comparison of the breakdown of the trade balance between 2007 and 2016 shows that the product
items that made the greatest contributions to the expansion of the trade deficit were general machinery
and parts (HS84), electrical machinery and parts (HS85), iron and steel (HS72) and steel products
(HS73) (Figure I-2-3-1-21).

125 Figures published by the ASEAN Secretariat were used.
126 Figures published by the ASEAN Secretariat were used.
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Figure I-2-3-1-18 Shares of China in trade by ASEAN member economies
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Source: ASEAN Secretariat.

Figure I-2-3-1-19 Changes in values of ASEAN’s trade with China
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Notes: This figure targets Mainland China alone and does not include Hong Kong or Macau.
Source: ASEAN Secretariat.
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Figure I-2-3-1-20 Changes in ASEAN’s trade balance with China

(Billion dollars)
0 -

Expanding trade deficits
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Notes: This figure targets Mainland China alone and does not include Hong Kong or Macau.
Source: ASEAN Secretariat.

Figure I-2-3-1-21 Item-based breakdowns of balance of ASEAN’s trade with China
(comparison of data between 2007 and 2016)

Trade deficits in ASEAN Trade surplus in ASEAN
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Trade deficits in ASEAN Trade surplusin ASEAN
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Source: ASEAN Secretariat.

(B) Changes in the structure of trade with China

Next, we will look at changes in the structure of trade between ASEAN and China while taking into
consideration changes in the lineup of product items and the situation of trade in intermediate goods.

First, we will cite a typical example of a model of division of work (Figure I-2-3-1-22). Generally
speaking, trade (division of work) is broadly divided into vertical division of work and horizontal
division of work. A typical example of vertical division of work is trade between advanced economies
and developing economies in which the former export industrial products to and import primary products
from the latter, and in this case, it is assumed that the value added of industrial products is higher than
the value added of primary products. Meanwhile, there are three typical examples of vertical division of
work--Type 1 (trade in industrial products conducted between different industrial sectors), Type 2 (trade
in industrial products conducted within the same industrial sector), and Type 3 (trade in parts conducted

for the purpose of production of the same product).
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Figure I-2-3-1-22 Models of vertical division of work and horizontal division of work
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Source: Miyajima (2016).

Let us look at changes in the top 10 items of trade between ASEAN and China in 1997 to 2017 based
on the classification of items by four-digit HS code.

With respect to exports from ASEAN to China, the shares of primary products and processed
products were large in 1997. More specifically, among the top 10 items were three oil-related products-
-refined oil products, ranked No. 1, crude oil, ranked No. 2 and gas oil, ranked No. 10. There were two
agriculture-related products--palm oil, ranked No. 4, and natural rubber, ranked No. 6--and one wood-
related product, plywood, which was ranked No. 5. Although there were two IT-related products
(including both finished goods and parts; the same shall apply hereinafter)--computer parts, ranked No.
3 and integrated circuits, ranked No. 7--their shares in the total value of exports were still small (Table
[-2-3-1-23).
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Table I-2-3-1-23 Changes in the top 10 export items from ASEAN to China

Top 10 export items from ASEAN to China

1997 2002
Export Export
Rankd Export item value - Ranki Export item value 5
ankin are ||Rankin are
q (four-digit HS code) | (million 8l (four-digit HS code) | (million
dollars) dollars)
Oil refinery products Integrated circuits
1 1,655 13.4% 1 6.856| 22.0%
(2710) (8542)
2 Crude oil (2709) 1,392 11.3%| 2 [Computer parts (8473) 2,027 6.5%
3 Computer parts (8473) 1.143[ 9.3% 3 Crude oil (2709) 2.019[ 6.5%
Computer-related
4 Palm oil (1511) 601 49%| 4 - 1.889] 6.1%
products (8471)
Oil refinery products
5 Plywood (4412) 552 4.5% 5 P 1,281 4.1%
(2710)
Semiconductor devices
6 Natural rubber (4001) 4341 3.5% 6 876| 2.8%
(8541)
Integrated circuits )
7 P 354 2.9%| 7 Palm oil (1511) 848| 2.7%
Polymers of ethylene
8 (3901) 234 19%| 8 Natural rubber (4001) 683 2.2%)
Polymers of styrene Polymers of ethylene
9 o v 225 1.8%| 9 - Y 654 2.1%)
(3903) (3901)
10 Light oil (2711) 206 1.7%| 10 Wood (4407) 545 1.7%
Total value 12,357|100.0% Total value 31,193{100.0%
Top 10 export items from ASEAN to China
2007 2012
Export Export
. Export item value - . Export item value 5
Rankin are ||Rankin are
8 (four-digit HS code) | (million 8| (four-digit HS code) | (million
dollars) dollars)
Integrated circuits Integrated circuits
1 35,289 32.6% 1 44.219| 22.6%
(8542) (8542)
; Computer-related 0639 8.9% 5 Computer-related 15875 8.1
products (8471) ’ i products (8471) T e
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_ Oil refinery products
3 Palm oil (1511) 3.6400 3.4% 3 8.253] 4.2%
(2710)
Oil refinery products
4 3.366) 3.1% 4 Coal (2701) 7,608  3.9%
(2710)
Natural rubber
5 Natural rubber (4001)[ 3,240, 3.0% 5 6.751 3.4%
(4001)
Computer parts i
6 28920 2.7% 6 Palm oil (1511) 6,467 3.3%
(8473)
Semiconductor Computer parts
7 . 2,744 2.5% 7 4,745  2.4%
devices (8541) (8473)
8 Crude oil (2709) 2,639 24% 8 Nickel ores (2604) 4,624 2.4%
Mobile phones Semiconductor
9 1932 1.8% 9 . 4317 2.2%
(8517) devices (8541)
Compounded rubber
10 Coal (2701) 1,690 1.6% 10 4,167 2.1%
(4005)
Total value 108,381 100.0% Total value 195,728 100.0%

Top 10 export items from ASEAN to China

2017
Export
) Export item value
Ranking o o Share
(four-digit HS code) [ (million
dollars)
Integrated circuits
1 46,436 | 21.1%
(8542)
Mobile phones
2 12,825 | 5.8%
(8517)
Computer-related
3 9,986 | 4.5%
products (8471)
Semiconductor
4 , 5476 | 2.5%
devices (8541)
Synthetic rubber
5 5274 | 2.4%
(4002)
6  [Natural rubber (4001)| 4.862 | 2.2%
Oil refinery products
7 4819 | 22%
(2710)
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8 Crude oil (2709) 4739 | 2.2%

9 Light oil (2711) 4260 | 1.9%
Products of the
10 |distillation of coal tar| 4,030 | 1.8%
(2707)

Total value 220,013 | 100.0%

Notes: This table is based on the report released by China. IT-related items are shown in a yellow
background for each column.
Source: GTA.

Table I-2-3-1-24 Changes in the top 10 import items from China to ASEAN
Top 10 import items from ASEAN to China

1997 2002
Import Import
. Import item value < . Import item value -
Rankin are ||Rankin are
& (four-digit HS code) |(million & (four-digit HS code) |(million
dollars) dollars)
1 Computer parts (8473) 352 2.8% 1 Computer parts (8473)| 2.125| 9.0%
Oil refinery products Oil refinery products
2 P 3231 2.5% 2 P 1,199 5.1%
(2710) (2710)
Integrated circuits
3 |[Unwrought zinc (7901) 317 2.5% 3 = 1,054 4.5%
(8542)
: Cruise ships, cargo 517l 250 ; Transmission 60| 390
ships, etc. (8901) . apparatus, etc. (8525) o
- Computer-related sl 240 - Computer-related 03l 3.00
products (8471) e products (8471) e
- Semifinished products 535|290 - Parts of transmission 50| 199
of iron or steel (7207) i apparatus (8529) o

7 Corn (maize) (1005) 283 2.2% 7 Corn (maize) (1005) 419] 1.8%

. Parts of reproducing
8 Crude oil (2709) 2771 2.2% 8 395 1.7%
apparatus (8522)

Processed tobacco Semiconductor
9 2531 2.0% 9 _ 3421 1.5%

(2402) devices (8541)

Parts of reproducing _
10 2001 1.6% 10 Crude oil (2709) 300 1.3%
apparatus (8522)

Total value 12.698|100.0% Total value 23.574|100.0%
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Top 10 import items from ASEAN to China
2007 2012
Import Import
) Import item value - R anki Import item value -
Rankin are nkin are
8| (four-digit HS code) | (miltion 8 (fourdigit HS code) |(million
dollars) dollars)
Mobile phones Computer-related
1 6,533 6.9% 1 7.862| 3.9%
(8517) products (8471)
Integrated circuits .
5, 5.8% obile phones . .8%|
2 8542) 54821 5.8% 2 Mobile ph (8517) 7.812| 3.8%
Computer parts Integrated circuits
3 = B 3,975 4.2% 3 & 6,902 3.4%
(8473) (8542)
Oil refinery products Oil refinery products
4 3.389( 3.6% 4 6,155 3.0%)
(2710) (2710)
- Computer-related 33g0] 3.0 . Cruise ships, cargo 5550|279
products (8471) ’ Rt | ships, etc. (8901) o A
Cruise shi Liquid crystal devices
ruise ships, cargo
6 b . p(ggof) 23321 2.5% 6 and laser equipment 4,511 2.2%)
ships. etc.
P (9013)
Liquid crystal W 's clothi
omen’s clothin
7 devices and laser 1.815 1.9% 7 (6104) g 4,461 2.2%
equipment (9013)
Flat-rolled products
of iron or steel (hot- )
8 lled products) 1.659 1.8% 8  |Parts of furniture (9403)| 3.442( 1.7%|
rolled products
(7208)
Semifinished
9 products of iron or 1.239]  1.3% 9 Computer parts (8473) |  3.150] 1.5%
steel (7207)
Printing machines Electrical transformers
10 1.213]  1.3%]|| 10 2,180 1.1%)
(8443) (8504)
Total value 94,243] 100.0% Total value 203.924 100.0%|
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Top 10 import items from ASEAN to China

2017
Import
. Import item value
Ranking o L Share
(four-digit HS code) | (million
dollars)
1 Mobile phones (8517)| 20,232 7.2%
Integrated circuits
2 12.813] 4.6%
(8542)
Oil refin roducts
3 <P 11.270 4.0%
(2710)
Computer-related
4 7.463 2.7%)
products (8471)
Other knitted or
5 crocheted fabrics 3.650 1.3%
(6006)
Liquid crystal devices

6 and laser equipment 3.453 1.2%
(9013)
Woven fabrics of
7 synthetic filament 3319  1.2%)
yarn (5407)

Flat-rolled products of]
8 . 3,152 1.1%
iron or steel (7210)

9 |Computer parts (8473)] 3,066 1.1%

Flat-rolled products of]

10 other alloy steel 3.013 1.1%
(7225)
Total value 281,327| 100.0%)

Notes: This table is based on the report released by China. IT-related items are shown in a yellow
background for each column.
Source: GTA.

On the other hand, among the main items of import by ASEAN from China in 1997 were industrial
products, including cruise ships/cargo ships. etc., ranked No. 4, and semi-finished products of steel,
ranked No. 6. There were also three IT-related products among the top 10 items of import, including
computer parts, ranked No. 1 (Table I-2-3-1-24).

In the 2000s, the value of trade in IT-related products increased year after year in terms of both
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imports and exports, and the share of those products in the total value of trade also grew. In particular,
the increase was conspicuous for computer-related products (HS8471), computer parts (HS8473) and
integrated circuits (HS8542). In 2007, mobile phones (HS8517) (including both finished products and
parts: the same shall apply hereinafter), which was not among the top 10 in 2006, rose to No. 9 in exports
and leaped to No. 1 in imports.

ASEAN and China rapidly developed horizontal division of work, whereby they manufactured IT-
related products while exporting to and importing from each other those products. As IT-related
appliances of the same HS code are major items of both import and export, trade between ASEAN and
China can be classified primarily as Type 3 horizontal division of work according to Figure I-2-3-1-22.

However, while horizontal division of work exists as described above, there still remains the
traditional vertical division of work--ASEAN exporting primary products, such as mineral fuels (mainly
crude oil, gas oil and coal) and natural rubber, to China and importing industrial products, such as refined
oil products, textiles, steel and furniture from it--and recently, the presence of the traditional vertical
division of work appears to be increasing.

Looking at changes in trade between ASEAN and China by production process,'?’ it is clear that
parts are the main items of export and processed products are the main item of import (Figures I-2-3-1-
25 and 1-2-3-1-26).

Figure I-2-3-1-25 Changes in exports from ASEAN to China (values by production process)

(Billion dollars)
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50
40
30
20
10
0
O N PO O N O OH LA DO D NI D&,

Notes: Target economies do not include Lao PDR or Myanmar.
Source: RIETI-TID 2016.

127 Based on the classification of RIETI TID (2016). Industries classified into 13 sectors are further
classified into three categories (five subcategories)--raw materials, intermediate goods (processed
products and parts) and final goods (capital goods and consumer goods). This is a classification made
in accordance with the SNA (System of National Account) after classifying trade data concerning
individual industries into three categories according to the nature of the production process of traded
goods based on the BEC (Broad Economic Categories) of the United Nations
(https://www.rieti.go.jp/ip/projects/rieti-tid/).
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Figure I-2-3-1-26 Changes in imports from China to ASEAN (values by production process)
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Notes: Target economies do not include Lao PDR or Myanmar.
Source: RIETI-TID 2016.

Although the share of parts in exports to China trended downward after increasing from 14% in 1996
and peaking at 45% in 2006, it has increased again since 2015 (Figure 1-2-3-1-27). The share of
processed products in imports from China has been trending upward (Figure I-2-3-1-28).

Figure I-2-3-1-27 Changes in exports from ASEAN to China (shares by production process)
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Source: RIETI-TID 2016.

171



Figure I-2-3-1-28 Changes in imports from China to ASEAN (shares by production process)
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Source: RIETI-TID 2016.

In addition, the examination of the breakdown of trade between ASEAN and China by production
process shows that intermediate goods (processed products and parts), particularly electric machinery
parts, have a large share in mutual trade, a situation that indicates that Type 3 horizontal division of
work has been well developed with respect to electrical machinery. This is presumably related to the
global value chain that has been developed in East Asia by the electrical machinery industry.

One notable point is that ASEAN’s exports are heavily concentrated in intermediate goods (parts)
related to electrical machinery. If in-sourcing of electrical machinery parts increases in China in the
future, that could drastically change the structure of trade between ASEAN and China (Figure I-2-3-1-
29).
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Figure I-2-3-1-29 Exports from ASEAN to China (values by production process and by item)
(as of 1996, 2006 and 2016)
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Another notable point is the large share of processed steel and non-ferrous products, electrical
machinery and general machinery (all of which are capital goods) in imports from China. This is
presumably because of robust demand for infrastructure and private consumption in ASEAN (Figure I-
2-3-1-30). Other characteristics of trade between ASEAN and China are summarized in the table below
(Table I-2-3-1-31).
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Figure I-2-3-1-30 Imports from China to ASEAN (values by production process and by item)
(as of 1996, 2006 and 2016)
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Table I-2-3-1-31 Characteristics of ASEAN’s trade with China
(values by production process and by item)

Overvi The trade values of intermediate goods (both processed products and parts)
erview
and those of capital goods account for the larger share of the total trade values.

Exports from ASEAN to China tend to increase (mainly in the fields of oil and

coal, iron and steel, and nonferrous metal, and paper, pulp and wood).

Raw materials

Trade of chemicals is bilaterally proactive between ASEAN and China.

Processed,

i As for of iron and steel and nonferrous metal and textiles, the volume of

imports from China to ASEAN is significantly large.

. Trade of electrical machinery is bilaterally proactive between ASEAN and
Intermediate]

China. The volume of exports from ASEAN is more than twice as large as the
imports.
Trade of general machinery is bilaterally proactive between ASEAN and

goods

Parts

China, which is not as proactive as electric machinery. The volume of exports
from ASEAN is less than half of that of imports.

Trade of general machinery is bilaterally proactive between ASEAN and
China. The volume of exports from ASEAN is less than half of that of imports.

Capital goods - : — :
Trade of electrical machinery is bilaterally proactive between ASEAN and

China. The volume of exports from ASEAN is about 30% of the imports.

Trade of foods is bilaterally proactive between ASEAN and China. The
volume of exports from ASEAN is about 1.6 times that of imports.

Consumer goods  |As for toys and commodities, chemicals, textiles, and paper, pulp and wood,
the volume of imports to ASEAN is larger than that of exports from ASEAN

and tends to increase.

Source: METI.

(C) Structure of the division of work with China--analysis based on the intra-industry trade index

Here, we will examine changes in the structure of the division of work between ASEAN and China
during 1996 to 2017 by analyzing'?® how and to what degree horizontal and vertical trade (division of
work) has progressed based on the intra-industry trade index (trade specialization coefficient).!?

128 Through the method of Miyajima and Oizumi (2008).

129 GTA figures reported by China were used. The index was calculated based on a four-digit HS code (a
total of 1,264 product items). The intra-industry trade index is calculated through the following formula:
The intra-industry trade index concerning ASEAN trade with China = (ASEAN exports — ASEAN
imports / (ASEAN exports + ASEAN imports)
The intra-industry trade index takes a value ranging from minus 1 to plus 1. The closer to plus 1 the value
is, the higher ASEAN exports’ competitiveness against China is. The closer to minus 1 the value is, the
lower ASEAN exports’ competitiveness is. The closer to 0 the value is, the more similar the range of
ASEAN’s items of import from and export to China is to the range of China’s items of import from and
export to ASEAN (intra-industry trade). In order to make clear the share of intra-industry trade in overall
trade, product items are classified into the following five categories according to the level of the index
value calculated.
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First, regarding the breakdown of ASEAN-China trade based on a two-group classification-- vertical
division of work and horizontal division of work--the share of horizontal division of work, which was
only 29% in 1996 and 30% in 1997, rose steeply to 46% in 1998 and stayed between 40% and 50% until
2005. However, from 2006 onwards, the share of horizontal division of work generally continued to
decline until falling to 27% in 2014, while the presence of vertical division of work increased. Since
2015, the share of horizontal division of work resumed rising, and in 2017, it came to 49%, almost equal
to the share of vertical division of work (Figure I-2-3-1-32).

According to a more detailed five-group classification, the share of “items of particular advantage
for ASEAN” was consistently larger than the share of “items of particular advantage for China” during
the period except in 1997 and 1998, but since 2012, the share of “items of particular advantage for China”
has continued to be larger (Figure I-2-3-1-33).

Next, we will look at Figures I-2-3-1-32 and I-2-3-1-33 in terms of trade value. Although the value
of horizontal division of work increased in the 2000s, the value of vertical division of work was
consistently higher than the share of horizontal division of work. Between 2009 and 2014, the value of
vertical division of work increased steeply, but since 2015, it declined sharply and in 2017, it became
almost equal to the value of horizontal division of work (Figure I-2-3-1-34).

Figure I-2-3-1-32 ASEAN’s trade with China: Changes in two-group-classification shares based
on the intra-industry trade index
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Source: GTA.

A: Ttems of particular advantage for ASEAN (the index value is higher than 0.6)

B: Items of some advantage for ASEAN (the index value is higher than plus 0.2 and equal to or lower
than plus 0.6)

C: Items of no clear advantage (the index value is equal to or higher than minus 0.2 and equal to or lower
than plus 0.2)

D: Items of some advantage for China (the index value is equal to or higher than minus 6 and lower than
minus 0.2)

E: Items of particular advantage for China (the index value is lower than minus 0.6)
Under this method, the share of each of the above categories in the total value of trade is calculated,
and the compound of B, C, and D is regarded as the horizontal trade (division of work) index, while
the compound of A and E is regarded as the vertical trade (division of work) index.
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Figure I-2-3-1-33 ASEAN’s trade with China: Changes in five-group-classification shares based
on the intra-industry trade index
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Source: GTA.

FigureI-2-3-1-34 ASEAN’s trade with China: Changes in trade values of horizontal and vertical

divisions of work
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Source: GTA.

According to a more detailed five-group classification, an increase in the value of “items of particular
advantage for China” made the primary contributions to the increase in the value of vertical division of
work between 2009 and 2014, while a decrease in the value of “items of particular advantage for ASEAN™
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made the primary contributions to the increase in the value of horizontal division of work since 2014.
The value of “items of no clear advantage™ did not change significantly and remained low (Figure I-2-
3-1-35).

If the results shown in Figure I-2-3-1-35 are classified by country, it is clear that the characteristics
of trade differ from country to country. The ASEAN member countries were broadly classified into four
groups (Figure I-2-3-1-36).

Figure I-2-3-1-35 ASEAN’s trade with China: Changes in five-group-classification trade values

based on the intra-industry trade index
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Figure I-2-3-1-36 ASEAN member economies’ trade with China: Grouping by type of division
of work (conceptual picture)
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& Lao PDR
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Vertical division of work

Notes: As this figure shows a conceptual picture of the four-group classification, the position of target
economies and other data do not always show exact values.
Source: METL.
[Coexistence of vertical and horizontal divisions of work and values of items of particular advantage
for ASEAN or China: ASEAN > China]
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FigureI-2-3-1-37 Thailand’s trade with China: Changes in five-group-classification trade values
based on the intra-industry trade index
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[Coexistence of vertical and horizontal divisions of work and values of items of particular advantage
for ASEAN or China: China> ASEAN]

Figure 1-2-3-1-38 Singapore’s trade with China: Changes in five-group-classification trade
values based on the intra-industry trade index
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Source: GTA.
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Figure 1-2-3-1-39 Viet Nam’s trade with China: Changes in five-group-classification trade
values based on the intra-industry trade index
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FigureI-2-3-1-40 Malaysia’s trade with China: Changes in five-group-classification trade values

based on the intra-industry trade index
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Figure I-2-3-1-41 Indonesia’s trade with China: Changes in five-group-classification trade
values based on the intra-industry trade index
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Figure I-2-3-1-42 Philippines’ trade with China: Changes in five-group-classification trade

values based on the intra-industry trade index
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Figure 1-2-3-1-43 Cambodia’s trade with China: Changes in five-group-classification trade

values based on the intra-industry trade index
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Figure 1-2-3-1-44 Brunei Darussalam’s trade with China: Changes in five-group-classification

trade values based on the intra-industry trade index
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Figure 1-2-3-1-45 Myanmar’s trade with China: Changes in five-group-classification trade
values based on the intra-industry trade index
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FigureI-2-3-1-46 Lao PDR’s trade with China: Changes in five-group-classification trade values
based on the intra-industry trade index
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From the above examination of t