STUDIES IN TRADE AND INVESTMENT
67

CHALLENGES AND
OPPORTUNITIES FOR TRADE
AND FINANCIAL INTEGRATION
IN ASIA AND THE PACIFIC

ECONOMIC AND SOCIAL COMMISSION FOR ASIA AND THE PACIFIC




ESCARP is the regional development arm of the United Nations and serves as the
main economic and social development centre for the United Nations in Asia
and the Pacific. lIts mandate is to foster cooperation between its 53 members
and 9 associate members. ESCAP provides the strategic link between global
and country-level programmes and issues. It supports Governments of the
region in consolidating regional positions and advocates regional approaches
to meeting the region’s unique socioeconomic challenges in a globalizing
world. The ESCAP office is located in Bangkok, Thailand. Please visit our
website at www.unescap.org for further information.

!

The shaded areas of the map are ESCAP Members and Associate Members.



STUDIES IN TRADE AND INVESTMENT
67

CHALLENGES AND OPPORTUNITIES
FOR TRADE AND FINANCIAL INTEGRATION

IN ASIA AND THE PACIFIC

“FRy UNITED NATIONS

¥ .ﬁ.'hr
i3 1%
YESCA { g
.". d

F, ic and Social C issian for Asiaand the Facifc

New York, 2009



STUDIES IN TRADE AND INVESTMENT 67

CHALLENGES AND OPPORTUNITIES
FOR TRADE AND FINANCIAL INTEGRATION
IN ASIA AND THE PACIFIC

United Nations publication
Copyright © United Nations 2009
All rights reserved

ISSN: 1020-3516
ST/ESCAP/2563

For further information on this publication, please contact:

Mr. Ravi Ratnayake

Director

Trade and Investment Division
UNESCAP

Rajadamnern Nok Avenue
Bangkok 10200, Thailand

Tel: (66-2) 288-1902

Fax: (66-2) 288-1027, 288-3066
e-mail: escap-tid@un.org

The designations employed and the presentation of the material in this publication
do not imply the expression of any opinion whatsoever on the part of the Secretariat of
the United Nations concerning the legal status of any country, territory, city or area, or of
its authorities, or concerning the delimitation of its frontiers or boundaries.

Where the designation “country or area” appears, it covers countries, territories,
cities or areas.

Bibliographical and other references have, wherever possible, been verified. The
United Nations bears no responsibility for the availability or functioning of URLSs.

The views, opinions, figures and estimates set forth in this publication are the
responsibility of the authors, and should not necessarily be considered as reflecting the
views or carrying the endorsement of the United Nations or institutions with which the
authors are affiliated with. Any errors are the responsibility of the authors.

Mention of firm names and commercial products does not imply the endorsement
of the United Nations.

This publication has been issued without formal editing.


mailto:escap-tid@un.org

Acknowledgments

Asia and the Pacific is a heterogeneous region comprising many economies, most
of which base their economic growth on international trade. The global economic crisis
of 2008 has opened some old questions related to limits of export-oriented growth,
including in the Asian and Pacific region. In that context, stronger regional integration
has been put forward as one of the alternative sources of growth. This volume on
Challenges and opportunities of trade and financial integration in Asia and the Pacific
looks at a selected number of concerns and possible solutions related to enhancing trade
and financial integration in Asia and the Pacific. It is hoped that it will provide useful
insights for both trade policy makers and researchers as well as for civil society
representatives on remaining challenges and unused opportunities in integrating
economies of Asiaand the Pacific.

The most profound gratitude is due to the authors who contributed papers for this
volume. This publication is the third volume associated with the Macao Regional
Knowledge Hub (MARKHUB), an ESCAP project funded by the Government of Macao,
China. The project also has benefited from contributions by two other dedicated partners,
the World Trade Organization and the International Development Research Centre,
Canada. The project is implemented by Ms. Mia Mikic in collaboration with other
professiona staff of the Trade and Investment Division under the guidance of Mr. Ravi
Ratnayake Director, Trade and Investment Division. Grateful acknowledgement is due to
Mr. Robert Oliver for editing this volume. Mr. Weljie Jin, an intern in the Trade and
Investment Division at the time of preparing this volume, formatted the material and
provided valuable research assistance. Ms. Charuwan Chongsathien undertook all
administrative processing necessary for the issuance of this volume.






Contents

ACKNOWIEAGMENES. .. ... e e
LiSt Of CONTIIDULOIS. ..ot e e e e e e e e e e e e

o 00}V 10 P

Chapter |

CrisisReinforces Need for Stronger Trade and Financial Integration in

Asiaand the PacCifiC.........oi i e e e e e e e e
MiaMikic and Ravi Ratnhayake

Chapter I1
Exploring the Impacts of Trade Liberalization in Asia and the Pacific...
Anna Strutt and MiaMikic

Chapter 111
Assessing the Potential for Growth of Intra-Regional Trade in South Asia
Deepika Wadhwa

Chapter 1V

European Union-India Bilateral Free Trade Agreement: Potential

Implicationsfor the Excluded L ow-Income Economiesin Asia and Africa...
Selim Raihan

Chapter V

What Behind-the-Border Reformsin Services and I nvestment ar e Best

Done Through Trade AgQreementsS? .......cccovieeiieerieee e
Philippa Dee

Chapter VI

The Global Crisis: A Wake-Up Call for Trade Finance Capacity Building

N EMENGING ASIA . on it e e s
Yann Duval and Wel Liu

Chapter VII

Geographical Trade Structure and Patterns of International Portfolio

Investment —the Case of Australia..........cccoovveiiiiiiiie i e
Kevin Daly and Anil Mishra.

Xii

13

36

66

93

110

120



Vi

Chapter VIII
Time-Zone Arbitrage in United States Mutual Funds: Damaging to Financial
Integration between the US, Asia and EUrope? ........ccccvveevivciecciee e e, 134
Katelyn Rae Donnelly and Edward Tower
List of tables

Chapter |
1. Ranking of Asia-Pacific economies, based on their world market

SNAIES, 2008 ... . e it e e e e 2
2. Ranking of Asia-Pacific economies, based on their export and import

dependence, 2008. .. ......cui it e 3
Chapter 11
1. Trade agreements beyond the commitments in trade in goods... 15
2. Summary of scenariosmodeled. ... 17
3. Decomposition of welfare by region and scenario...............ccovevivennnenn. 22
4. Changes in intraregional eXports..........oooiiiiiiiiiii e 25
5. Changes in sectoral eXPortS. ... ..o 27
6. Changes iN OULPUL. .....cu i e et e e e e e e e e ee e eans 28
Chapter 11
1. Intraregional trade in different trade blocs as a percentage of world trade...... 37
2. Share of intraregional trade by SAARC countries in world trade................. 40
3a. Direction of trade of South Asian countries in 2008 (exports)..................... 41
3b. Direction of trade of South Asian countries in 2008 (imports)............... 41
4. Tariff rates applied by South Asian countries in 2007.. e . 43
5. Trade complementarity indices for South Asian countrles 1990 and 2008 ..... 46
6. Intra-industry trade among South Asian countries, 1990 to 2008................ 50
Chapter 1V
1. Structure of exports (sectoral shares in total exports)..........c.ccoevvvvnininnns 75
2. Shares in total imports by the European Union, 2004................cccovvvenn 76
3. Shares in total imports by India, 2004..........coveiii i 77
4. Country shares of exports to India and European Union in total exports....... 78

TSEAR, SRS DT

https://www.yunbaogao.cn/report/index/report?reportld=5 8299




