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INTRODUCTION

When the first Asia-Pacific Trade and Investment Report 2009 was prepared, the global economic crisis was

spreading around the globe and affecting the Asia-Pacific region. Despite reporting a sharp contraction of

trade flows from the region to the world and also intraregionally, the 2009 Report ended on a cautiously

optimistic note, referring to the first signals of a rebound in trade flows, for both the region and the world as

a whole. Nevertheless, it contained warnings about the volatility in commodity and financial markets and the

sustainability of the recovery packages adopted by various countries around the world to jump-start growth

during the crisis months. The most recent available data for 2009 and the first half of 2010 (cf. IMF, 2010a and

2010d), however, show a recovery of output and trade in most Asian economies to pre-crisis levels. These

results allow an upward revision of the gross domestic product (GDP) growth forecast for Asia in 2010 by

half a percentage point to 7.5%, with the expectation of more moderate growth in 2011 at about 6.74%

(IMF, 2010b).

Similarly, the V-shaped recovery in trade flows since November 2009 surpassed everyone’s expectations. At

the global level, the growth of merchandise exports in real terms in 2010 is expected to surge by 13.5%

against a contraction of 12.2% in 2009 (WTO, 2010a), and estimates for the growth of services trade are

equally optimistic.1  The nominal growth of merchandise trade in the third quarter of 2010 was 18% compared

with the same period of 2009. While impressive, this is still lower than the 26% growth posted for the second

quarter (WTO, 2010e). Is this a warning that the recovery engine is losing steam? Given the strength of

emerging markets’ export growth, which remains in the range of a high 20%, the World Trade Organization

(WTO) announced no change in the forecast of real trade growth in 2010. Nonetheless, the weaker than

predicted performance in the developed economies’ output and trade, combined with persisting and growing

unemployment, increase the risk of a W-shaped recession after all.

While some economies contributed much to the 2010 rebound (e.g. Australia, China, India and Indonesia),

others are still grappling with stagnant growth in both production and trade (e.g. Bangladesh, Cambodia,

Nepal and Pakistan). Unfortunately, some of these economies have also been affected by natural disasters

and/or conflicts impairing their capacity to revive their economies (e.g. Afghanistan, India, Pakistan and

Samoa).

APTIR 2010 describes and analyses the developments in both intraregional and interregional trade and

investment since mid-2009. It is organized in six sections.

Section A describes and explains recent trends in merchandise trade flows of selected countries and

country-groups, revisits the phenomenon of “Factory Asia” and analyses recent trends in intraregional trade.

Section B provides a comprehensive analysis of recent trends in commercial services trade of the economies

in the region. It also provides an up-to-date breakdown of services trade for different subregions and services

sectors. In order to better understand the drivers of intraregional trade, intraregional exports and imports of

services are identified where data availability allows. Section B also describes recent trends in worker

remittances, some of which are related to services trade, and are an important source of external capital and

finance for development for various countries of the region.

1 The drop in merchandise exports in 2009 was 23% over 2008. In contrast, commercial services exports declined by “only” 13%

(the largest fall recorded for services trade since 1980), this being the average of a 23% fall in exports of transport services, and only

a 10% fall in exports of other commercial services.
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Section C focuses on recent developments in foreign direct investment (FDI) in and from the region and

explains why some economies attract more FDI than others. It also provides a brief prospect for FDI inflows,

which still have to recover to pre-crisis levels.

The role of trade as an engine of growth does not only mean trading more but also trading more efficiently, i.e.

generating more versatile trade at lower costs. Section D provides some estimates of the costs of trade for

Asia and the Pacific utilizing a new database developed by ESCAP. It also looks at the importance of behind-

the-border measures and logistics in facilitating trade.

There is a long history of countries relying on regional trade agreements (RTAs) to expand their exports. Even

during the crisis, there is rich anecdotal and factual evidence of countries aggressively looking for new RTA

partners. Section E offers more details on recent developments in RTAs. The section begins by demystifying

the number of RTAs in the region. It also provides relevant statistics on merchandise trade covered by RTAs

and sets the stage for the discussion in section F on protectionism which traditionally emerges with the onset

of an economic crisis.

More precisely, section F provides an overview of protectionist measures that have been announced or

implemented since November 2008 (the date of the first crisis-related G20 summit). It explores whether

discrimination against and economic harm inflicted by emerging or developing countries in Asia and the

Pacific are on par with global protectionist tendencies. It highlights the prevalence of “behind-the-border”

non-tariff measures (NTMs) that potentially affect both national imports and foreign commercial interests.

The annex provides trade performance indicators which allow users to make easy comparisons across

economies in Asia and the Pacific with respect to the level of integration of these economies in the global or

regional economy. The annex has been expanded to include a more comprehensive coverage of commercial

services trade as well as unique trade costs indicators.




