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SLOWING EXTERNAL AND REGIONAL DEMAND DRAG ON 

TRADE GROWTH 

Although the Asia-Pacific region as a whole is the largest 

trading region of the world – having captured almost 

40% of global exports and imports – recent figures on the 

merchandise trade performance of the region’s economies 

fail to inspire much confidence.1 China faces a sharper than 

expected slowdown in economic growth, a debt crisis and 

heightened volatility in financial markets. Coupled with 

continued economic stagnation in demand markets, there 

are substantial downside risks for “Factory Asia”. The 

relatively strong performance of the Indian economy is not 

easing these worries as India’s market remains only 

selectively integrated in to the region. The share of 

1 IS MERCHANDISE 

TRADE IN TROUBLE ?

The slowing growth of the Chinese economy, coupled with 

the persistent weakness in global demand, has dragged the 

trade growth of Asia and the Pacific down since 2012, despite 

a modest improvement in the growth of European economies 

from zero to 1.4% in 2014 and the robust growth of the 

United States economy to more than 2% in the same year. 

The downside risks of growth path conversion to a “new 

normal” in the large Asia-Pacific economies have become 

prominent. In 2014, the growth of the Chinese economy 

slowed further to 7.4%, from 7.7% in the preceding year.  It 

is anticipated that China will register growth of below 7% 

in 2015, with further deceleration to 6% by 2017 (IMF, 2015a). 

Economic stagnation in Japan continues to remain an issue 

– having persisted since the 1990s – and in 2014, its economy 

again registered negative growth (-0.06%), which has done 

little to demand for exports from Asia-Pacific developing 

economies. Furthermore, with their heavy reliance on 

exports of fuel, metal and mineral commodities, the region’s 

emerging and developing economies have been adversely 

affected by the double shift – China’s slowdown and 

continued downward trend in world commodity prices.

“In 2014, merchandise exports by the Asia-
Pacific region were up by 1.6%. However, 
when excluding China, the region’s exports 
fell by 0.4%.”

Due to continued weakness in global demand, the growth 
of world exports slowed down substantially from 2.3% in 
2013 to 0.6% in 2014. The Asia-Pacific region performed 
better than the global average with growth in merchandise 
exports standing at 1.6% in 2014.2  However, this figure is 
biased upward due to impact of the 6% growth in exports 
by China whose exports accounted for more than 30% of 
the region’s total. Excluding China, exports from the Asia-
Pacific region registered a decline of 0.4%. This figure is a 
combined result of export stagnation in other developing 
Asia-Pacific economies, which grew by only 0.6%, and a 4% 
decline in exports across Asia-Pacific developed economies 
that, in 2014, accounted for 13% of total exports by the region 
(figure 1.1). However disappointing this export performance 
might appear, it has to be kept in mind that this is mainly 
due to the deflationary impact of export prices, especially 
with regard to primary commodities (Saggu and 
Anukoonwattaka, 2015a).3  

Exports have been a major engine of economic growth for 
the Asia-Pacific economies;4  hence, disappointing export 
growth has transmitted into weaker final and intermediate 
demand for domestically-produced goods as well as for 
imports. It is not surprising that total Asia-Pacific imports 
declined by 0.9% in 2014. Imports by China grew by only 
0.5% in 2014, the lowest rate – excluding the 2009 crisis – 
since 2000.5  Import demand by other Asian and Pacific 
economies has been even weaker – falling by 1.4% across 
other developing economies and by 1.5% across developed 
economies in the region.

intraregional trade was relatively stable during the past 

decade, especially on the import side. Intraregional imports 

by the region as a whole remained just over the 50% mark 

in 2014. The intraregional export share increased gradually 

to 54%, helped by relatively faster growth of exports to 

developing Asia-Pacific economies during that period when 

there was still no robust recovery of import demand from 

the eurozone. All these factors indicate the likelihood of 

global merchandise trade, including Asia and the Pacific, 

remaining stagnant with the risk of slipping into another 

crisis episode.
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Figure 1.1.  Growth of merchandise trade across Asian and Pacific developing economies, 2007-2014

Source: ESCAP calculation, based on available data from the World Trade Organization International Trade Statistics Database (accessed September 
2015). Data for individual economies are available from the ESCAP online statistical database.
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As mentioned above, while the recovery of extraregional 

demand remains fragile – especially for the European Union 

economies – intraregional demand has also progressively 

weakened due to slow demand from China (see section D 

for more details). Countries that export primary and 

intermediate goods to China – particularly commodity 

exports – are facing a decline in export prices. Lower prices 

of fuel and other commodities are expected to  reduce costs 

of production across commodity-importing economies; 

however, their ability to boost consumption will also depend 

on their being able to maintain stable or rising export 

revenue, a goal that is becoming more uncertain.

“Weak external demand and slowing growth 
are depressing trade prospects in the near  
future.”

National and international data provide no indication of 

merchandise trade growth recovery in 2015. The major 

exporting economies in the region have continued to face a 

year-on-year decline in export and import activity, especially 

in 2014-2015 (figure 1.2).6  Sluggish performance by those 

economies will trickle down to have a negative impact on 

growth performance across all developing economies 

through the trade linkages within global and regional value 

chains. As trade is an important growth driver for developing 

Asia-Pacific economies it is not surprising that their growth 

is projected to dip further in 2015, while advanced economies 

may expand only modestly (IMF, 2015a). As already noted, 

China is not expected to regain its impressive double-digit 

economic growth; instead it is regressing onto a moderate 

growth path of 6%-7% annually or lower (see section D for 

more details). China’s slowing rate of production has strong 

implications for global demand for primary commodities 

and inputs such as coal, copper, iron ore, palm oil and steel.7   

The downward pressure is not limited to primary resources 

and commodities, as countries dependent on manufacturing 

exports – such as the Philippines and Thailand – are also in 

an export recession because the drop in volume of China’s 

processing exports. This, in turn, has led to falling demand 

for intermediate inputs.
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Figure 1.2.  Monthly trade growth in selected developing Asia-Pacific economies, 2010-2015
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Source: ESCAP calculation, based on World Trade Organization online short-term statistics (accessed September 2015).
Note: This is nominal growth rate which indicates the change in export and import value.

SUBREGIONAL PERFORMANCE: ASIA-PACIFIC TRADE 
IS STILL DRIVEN BY EAST AND NORTH-EAST ASIA

The Asia-Pacific r egion a s a  w hole i s t he l argest t rading 

region in the world, accounting for a 39% share of world 

exports and a 37% share of world imports.8  The region’s 

dominance in world trade has been driven by economies in 

East and North-East Asia (ENEA), which accounted for just 

over 60% of total Asia-Pacific trade with the world in 2014 

(table 1.1). South-East Asia (SEA) followed with a share of 

almost 18%. South and South-West Asia (SSWA) played a 

larger role on the import side (12.6%) than in exports (8.7%). 

On the other hand, the contribution by North and Central 

Asia (NCA) to the region’s exports in the same year was 

larger (8.8%) than the share it captured on the import 

side (5.8%). Pacific economies accounted for only 4.0% 

of the region’s trade.

“The Asia-Pacific region as a whole is the 
largest trading region in the world, with a 
39% share of world exports and 37% share of 
world imports.”

B

-60

-40

-20

0

20

40

60

80

100

120

Ja
n-

10

Ap
r-

10

Ju
l-1

0

O
ct

-1
0

Ja
n-

11

Ap
r-

11

Ju
l-1

1

O
ct

-1
1

Ja
n-

12

Ap
r-

12

Ju
l-1

2

O
ct

-1
2

Ja
n-

13

Ap
r-

13

Ju
l-1

3

O
ct

-1
3

Ja
n-

14

Ap
r-

14

Ju
l-1

4

O
ct

-1
4

Ja
n-

15

Ap
r-

15

Ju
l-1

5

Export growth

-60

-40

-20

0

20

40

60

80

100

120

Ja
n-

10

Ap
r-

10

Ju
l-1

0

O
ct

-1
0

Ja
n-

11

Ap
r-

11

Ju
l-1

1

O
ct

-1
1

Ja
n-

12

Ap
r-

12

Ju
l-1

2

O
ct

-1
2

Ja
n-

13

Ap
r-

13

Ju
l-1

3

O
ct

-1
3

Ja
n-

14

Ap
r-

14

Ju
l-1

4

O
ct

-1
4

Ja
n-

15

Ap
r-

15

Ju
l-1

5

Import growth

China India Indonesia Malaysia

Republic of Korea Russian Federation Thailand Viet Nam



ASIA-PACIFIC TRADE AND INVESTMENT REPORT 20154

Table 1.1. Shares in Asia-Pacific total trade, by subregion, 2014

(Percentage)

ENEA SEA SSWA NCA Pacific
Total Asia-

Pacific

Exports 60.8 17.7 8.7 8.8 4.0 100

Imports 59.8 17.6 12.6 5.8 4.2 100

Source: ESCAP calculation, based on data from the World Trade Organization International Trade Statistics Database (accessed September 2015).

Although dominated by East and North-East Asia, all the 

Asia-Pacific subregions have contributed to Asia-Pacific 

region becoming the largest trading region by increasing 

their shares in world trade during the past decade. From 

2006 to 2014, the contribution by East and North-East Asia 

increased from 20.6% to 23.5% of world exports and from 

17.9% to 22.1% of world imports (figure 1.3). China was the 

largest merchandise exporter, in 2014, accounting for 12% 

of exports and 10% of imports globally. Japan was the second 

largest region’s exporter, contributing 4% of world exports 

and imports; this was slightly higher than the Republic of 

Korea and Hong Kong, China, whose exports and imports 

accounted for around 3% of global trade each in 2014. 

South-East Asia’s share of world exports increased from 

6.3% in 2006 to around 7% in 2014 – mainly by five ASEAN 

members – Singapore (2.2%); Thailand and Malaysia (1.2% 

each); Indonesia (0.9%); and Viet Nam (0.8%) – with similar 

shares on the import side.  

North and Central Asia increased its shares slightly in world 

exports and imports during 2006-2014. However, some three 

quarters of the trade value was attributable to the Russian 

Federation. The situation is similar to South and South-West 

Asia, where India accounted for more than 50% of trade by 

that region.  The Pacific subregion represented a negligible 

share in world exports and imports, while Australia and 

New Zealand accounted for more than 95% of that trade.

Figure 1.3.  Asia-Pacific shares in world merchandise trade, by subregion, 2006-2014

 Percentage of world exports  Percentage of world imports

Source: ESCAP calculation based on data from the World Trade Organization International Trade Statistics Database 
(accessed September 2015).
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EXTERNAL CONDITIONS OPEN THE DOOR TO EVEN 
STRONGER INTRAREGIONAL TRADE

The share of intraregional exports increased during the past 

decade from 46% of total Asia-Pacific exports in 2002 to 54% 

in 2014, while the share of intraregional imports quite stable 

at above 50% throughout that period (figure 1.4). The 

increase was driven by exports to China and other 

developing Asia-Pacific economies; their joint share rose 

from 36% to 46%, respectively, during the same period. At 

the same time, the share of exports reaching developed 

markets – principally the United States, the European Union 

and developed Asia-Pacific economies – declined from 50% 

to 37%.

C

Figure 1.4.  Destinations of merchandise exports from Asia and the Pacific, 2002-2014
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Source: ESCAP calculation based on United Nations Comtrade data accessed through the World Bank World Integrated Trade Solution (WITS) Database 
(accessed September 2015). Data for 2014 were sourced from the IMF DOTS database.

Figure 1.5.  Sources of Asia-Pacific merchandise imports, 2002-2014
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Figure 1.1a: Destinations of merchandise exports from Asia and the Pacific, 2014
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There remains a significant unexploited trade potential from 

South-South cooperation. The region remains fragmented, 

with most of the subregions still trading most intensively 

with East and North-East Asia (in fact, mainly China) than 

among themselves. The trade connections with other 

subregions are rather weak and their growth remains static. 

The main reasons for this situation are to be found in their 

production structure and economic complementarities, lack 

of infrastructure to facilitate trading across border, and 

behind-the-border obstacles.

“All Asia-Pacific subregions trade more 
intensively with East and North-East Asia 
than within themselves.”

All Asia-Pacific subregions trade more intensively with East 

and North-East Asia than within themselves. More than half 

of the intraregional imports by each subregion are sourced 

from East and North-East Asia, 50% of which were sourced 

specifically from China.

Table 1.2. Intraregional merchandise imports, by Asia-Pacific subregion, 2014

(Percentage of total merchandise imports)

Exporters

Importers Excl.

China

China ENEA SEA SSWA NCA Pacific Asia-

Pacific

East and North-East Asia (ENEA) 13.7 13.9 27.6 11.7 2.4 2.8 4.7 49.1

South-East Asia (SEA) 16.5 19.0 35.5 22.8 2.5 1.7 2.4 64.8

South and South-West Asia (SSWA) 5.8 15.1 20.9 7.6 7.3 4.4 1.5 41.6

North and Central Asia (NCA) 6.5 20.2 26.7 2.2 5.6 11.4 0.2 46.1

Pacific 11.8 19.6 31.4 18.8 1.8 0.6 7.0 59.7

Asia-Pacific 12.6 15.7 28.3 13.0 3.3 3.2 3.6 51.4

Source: ESCAP calculation, based on IMF Direction of Trade Statistics (accessed September 2015). Country data are available from the ESCAP online 
statistics database.

CHINA’S TRANSITION TO A NEW NORMAL 
AND ITS IMPLICATIONS FOR ASIA-PACIFIC TRADE9  

Following the accession of China to WTO in 2001, the world 

witnessed a decade of extraordinary economic growth for 

that economy – averaging around 10% per annum. The 

recovery of global trade following the Global Financial Crisis 

in 2008-2009 was mostly credited to dynamism of Chinese 

economy (ESCAP, 2010). This generated the expectation that 

D

Intraregional imports accounted for slightly more than 50% 

of total Asia-Pacific imports throughout the 2002-2014 period 

(figure 1.5). In terms of growth, imports from developing 

economies outside the region dominated all other sources. 

As a result the share of import sourcing from developing 

economies outside the region increased substantially from 

19% to 28% of total Asia-Pacific imports, while the share of 

traditional import sources declined– especially the United 

States and Japan, whose joint share decreased from 27% to 

17%.

“More than half of Asia-Pacific total 
trade is intraregional.”

The intensity of intraregional trade varies across subregions 

(table 1.2). Intraregional trade linkages are particularly 

strong in South-East Asia and the Pacific, whose imports 

are sourced from within the region at substantial levels 

(64.8% and 59.7% of total imports in 2014, respectively). 

However, different factors explain the high intraregional 

trade intensity of South-East Asia and the Pacific. The high 

intraregional trade intensity of South-East Asian economies 

reflects their participation in regional value chains (discussed 

in more detail in part II of this report). In contrast, the Pacific 

economies show heavy dependency on trade with Australia 

and New Zealand due to distance to other markets and very 

likely preferential treatment available in these markets.

robust Chinese growth would play a stabilizing role in the 

global economy. The Chinese economy – together with India 

– was widely expected to replace or compensate for the loss 

of consumption growth across many advanced economies, 

such as those in Europe and North America.10 
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Figure 1.6.  Growth of Chinese exports and GDP, 1998-2020
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Source: ESCAP calculation, based on data from the IMF World Economic Outlook and World Trade  Organization International Trade Statistics (accessed June 2015).

However, the expectation that the world economy could be 

supported by robust Chinese growth has weakened 

substantially. For the third year in a row (since 2012), China’s 

economy has shown a marked slowdown – with growth 

rates declining from double-digit levels – before the crisis 

– to around 7% in 2014 (figure 1.6).11 A statement by Xi 

Jinping – President of China – indicated that China was 

entering a “new normal” for its growth path (Xuequan, 

2014).12 This suggests that the Government of China 

anticipates moderate economic growth in the medium to 

long term. Recent estimates indicate that China may register 

lower growth than currently predicted. For example, the 

IMF (2015a) has revised its growth forecasts for China, 

projecting it to steadily decline to 6% by 2017. In addition, 

the Chinese economy has been in manufacturing recession 

since March 2015 after the HSBC Purchasing Manager’s 

Index – which measures China’s manufacturing activity – 

indicated contraction for six consecutive months (Waldmeir 

and Hunter, 2015; and Zhu, 2015).

Structural and cyclical factors explain China’s economic 

slowdown.13 Structurally, the growth factors of production 

(labour and capital) in the Chinese economy have peaked 

in 2012. In addition, China’s technological gap with 

advanced economies has continued to narrow, implying that 

productivity growth will be lower. More recently, problems 

from credit bubbles have added to risks of a sharper-than-

expected slowdown in the Chinese economy (IMF, 2015b). 

Indeed, public, private and financial debt increased from 

176% of GDP in 2007 to 258% of GDP in mid-2014 (Sterne 

and Theiss, 2014). Much of the credit flowed to property 

developers, and resulted in non-performing loans.14 

“China’s shift towards an economy 
driven by consumption, services and 
innovation may reshape Asia-Pacific 
trade patterns.”

The structural rebalancing of China will have important 

implications for the trade prospects of Asian and Pacific 

economies as China has been a major export market, 

absorbing 19% of exports from the rest of the Asia-Pacific 

region in 2014. Given the persistent weakness in demand 

across many advanced economies, the growth of China’s 

import demand is of particular importance to both the region 

and the global economy.15 

1.  Implications of China’s economic rebalancing for 

Asia-Pacific trade

The major structural changes in China that may reshape 

Asia-Pacific trade patterns include the shifting of China 

towards a domestic consumption-led growth strategy as 

well as the rising importance of services and innovation in 

total production.
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Figure 1.7.  Industry contributions to employment and GDP in China, 1980-2014
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2. Trade linkages between China and other Asia-

Pacific economies

The structural changes of China, as noted above, will have 

important implications for other Asia-Pacific economies, 

particularly those in which exports and production are 

highly integrated with China through both forward and 

backward linkages in global value chains (GVCs). Although 

China is the world’s largest exporter, it is also an important 

export market for producers across Asia and the Pacific. In 
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(a)  The shift from export-driven growth to consumption-     

        driven growth

The 2007-2009 financial crisis contributed to a substantial 

downturn in global demand, and this has been partly 

reflected in China’s export growth, which has slowed from 

an average of 24% per annum between 2001 and 2008 to 14% 

per annum between 2010 and 2014.16  While China’s export 

growth has declined, private consumption – boosted by 

domestic retail sales – has grown robustly from 12.5% to 

14% per annum during the same periods.

As a result, the Chinese growth engine has been shifting 

away from exports towards domestic consumption. In fact, 

exports declined from 35% of GDP in 2007 to 23% in 2014, 

while domestic consumption increased from 35% of GDP 

to 41% in the same years.

(b)   The transition towards services and innovation

Tertiary economic activities (i.e. services and innovation) 

are playing an increasingly important role in the Chinese 

economy while the share of primary industry in GDP and 

employment has continued to decline. In 2011, the share of 

workers employed in services superseded those in primary 

industries for the first time (figure 1.7a). Since then, the gap 

has continued to widen, and by 2013, 38% of employees 

were found in the services industry, compared to just 30% 

in manufacturing and 31% in primary industries. A similar 

trend is observed across the economy as a whole. The share 

of services in total output overtook manufacturing in 2012, 

and the share of manufacturing in total output began to 

decline in 2010. By 2014, the share of services in total output 

increased to 48% (figure 1.7b). 

Development indicators also support the trend in China of 

moving towards services and innovation activities. For 

example, World Bank Development Indicators show that 

research and development – as a share of GDP – rose to a 

historical high of 2% in 2012, the same level as in the 

European Union. Patent applications also rose by 11% 

between 2012 and 2013 while high-technology exports 

increased by 32% during the same period. The Chinese 

multinational, Lenovo, has also upgraded its business from 

replicating computer products to becoming an original 

equipment manufacturer of computer hardware. It has more 

recently begun innovating in the field and now owns the 

patent for clip-on keyboards for tablets (see www.patentbolt.

com).17 

Source: ESCAP calculation based on data from the CEIC database (accessed June 2015).

2007, China overtook the United States as the largest individual 

trading partner in the region – a position it has maintained 

since that year.18 In 2014, China sourced 41% of its imports 

from other Asia-Pacific countries, while other Asia-Pacific 

countries exported 19% of their goods to China.19

Raw materials and intermediate inputs now constitute a 

quarter of China’s imports from other Asia-Pacific 

economies. A part of those intermediate imports are for use 

in further processing and assembly, and are subsequently 

re-exported from China to the rest of the world.20  Using the 
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Figure 1.8.    Primary (including fuels), intermediate and final goods exports to China  across 

 selected economies, 2014

those exporting copper, coal, iron ore and steel – have already 

experienced adverse impacts from the commodity price 

decline. Countries with special needs22  whose economies 

are highly reliant on commodity exports to China – such as 

Kazakhstan, the Lao People’s Democratic Republic, 

Mongolia, the Solomon Islands and Turkmenistan – are at 

greatest risk and may experience a further decline in exports 

in the short to medium term (see box 1.1, China’s economic 

slowdown and commodity trade of Asia-Pacific countries). 

OECD-WTO database on trade in value-added (TiVA), 

imports from Asia-Pacific economies measured in value-

added terms are contributing around 16% of exports by 

China.21 

A slowdown in Chinese exports and economic growth has 

reduced demand for imported inputs. This has already been 

partly reflected in lower prices for energy and other 

commodities. Several Asia-Pacific economies – particularly 

Nevertheless, the structural shift towards a consumption-

based economy in China may increase opportunities for 

countries exporting final goods – especially high-tech and 

branded consumer goods – as the purchasing power of 

Chinese consumers gradually increases. The countries that 

could benefit include Japan, Malaysia, the Philippines, the 

Republic of Korea, Singapore and Viet Nam (figure 1.8). 

Japan and the Republic of Korea are the region’s largest final 

goods exporters to China, and opportunities for export to 

China may increase further given their strength in high-tech 

consumer goods. There are risks that imports will be 

partially replaced by domestic production (in view of 

weakened exports). Competition in the Chinese market for 

final goods is likely to become stronger and more intensified 

given the continuing rebalance towards slower growth.  

While it is reasonable to expect that some import-substituting 

incentives could be used to manage demand for consumer 

goods, a careful balancing act is desirable in order not to 

stifle these additional trade opportunities for the region with 

too many defensive policies.  

The transition of China towards more innovation-based 

production and services presents an opportunity for 

emerging market economies to (a) utilize the advantages of 

having  more competitive labour costs and access to natural 

resources, and (b) replace China in some segments of GVCs. 

Source: ESCAP calculation based on United Nations Comtrade data accessed through WITS (accessed September 2015). 
Notes: Mirror data are used. The numbers are based on gross value, which may include re-exports. The classification of goods is based on Systems of 
National Accounts (SNS), which distinguish between primary, intermediate, consumer and capital goods (United Nations Statistics Division, 2011). Final 
goods are defined as the sum of consumer and capital goods, excluding fuels. 
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             Box 1.1 China’s economic slowdown and commodity trade of Asia-Pacific countries23 

The transition of China’s economy to more sustainable levels of economic growth contributed to a sharp fall in 

international commodity prices in the second half of 2014. In particular, copper, coal, iron ore and crude oil prices 

– traditional yardsticks  of China’s demand – fell by 6%, 14%, 31% and 58%, respectively (World Bank, 2015). The 

combination of lower commodity prices and expectations of falling commodity imports by China has important 

implications for Asia-Pacific economies – which collectively account for a third of global commodity imports and 

exports.

Figure  A. Economies vulnerable to downturn in Chinese demand and commodity prices, 2014

Source: ESCAP calculation based on United Nations Comtrade data accessed through WITS (accessed June 2015). 
Notes: The classification of commodities is based on clusters: 25-26_Minerals, 27-27_Fuels, 72-83_Metals, WTO_H3_Agrri and Total. The 
fitted line is an exponential trend. Mirror data are used

Exports and economic growth are at significant risk across economies reliant on commodity exports as an engine 

of growth. The most vulnerable economies are countries  with special needs (i.e. least developed countries, 

landlocked developing countries and small island develping States) and those with  high dependence on fuel 

and mineral exports to China, such as the Democratic People’s Republic of Korea, Mongolia and Turkmenistan 

– where primary commodity exports account for 59%-99% of total exports, and more than 50% of total exports 

are destined for China (figure A). The decline in China’s demand for commodities is also adversely affecting 

the growth of exports and GDP of large commodity-exporting economies such as Australia (minerals) and the 

Russian Federation (fuel).

However, lower commodity prices may also be expected to translate into an improvement in the trade balance 

– through lowering the cost of raw materials and fuels – across commodity importing economies. There are 32 

net-commodity importing economies in the Asia-Pacific region. Many are countries with special needs that run 

current account deficits amounting to around 11% of GDP – partly attributable to commodity import dependency. 

These countries include Cambodia, Kyrgyzstan, Nepal and other remote island nations – Kiribati, Maldives, 

Micronesia (F.S), Samoa, Tonga and Tuvalu – which are highly dependent on fuel and agricultural imports (figure B).
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However, the ability to enter GVCs depends upon many 

other factors, such as the availability and efficiency of trade-

related infrastructure as well as services such as 

communication, transportation and logistical networks, 

access to financing, and minimal restrictions on trade and 

foreign direct investment (discussed more fully in  part II 

of this report).
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Source: ESCAP calculation based on United Nations Comtrade data accessed through WITS (accessed June 2015). 
Notes: The classification of commodities is based on clusters: 25-26_Minerals, 27-27_Fuels, 72-83_Metals, WTO_
H3_Agri and Total.  Mirror data are used. GDP data are from the International Monetary Fund’s World Economic 
Outlook Database (April 2015). The following countries are excluded due to insufficient data coverage: American 
Samoa; Cook Islands; French Polynesia; Guam; Democratic People’s Republic of Korea; Macao, China; Nauru; 
New Caledonia; Niue; and Northern Mariana Islands.

-10

-5

0

5

10

15

20

25

30

Tu
va

lu

K
iri

ba
ti

N
ep

al

To
ng

a

C
am

bo
di

a

K
yr

gy
zs

ta
n

M
ic

ro
ne

si
a 

(F
.S

.)

M
al

di
ve

s

Sa
m

oa

A
fg

ha
ni

sta
n

V
an

ua
tu

Pa
la

u

Ta
jik

is
ta

n

So
lo

m
on

 Is
la

nd
s

B
an

gl
ad

es
h

La
o 

PD
R

Fi
ji

B
hu

ta
n

Ti
m

or
-L

es
te

H
on

g 
K

on
g,

 C
hi

na

V
ie

t N
am

G
eo

rg
ia

Si
ng

ap
or

e

Sr
i L

an
ka

Tu
rk

ey

Ph
ili

pp
in

es

Th
ai

la
nd

Pa
ki

st
an

Ja
pa

n

R
ep

ub
lic

 o
f K

or
ea

C
hi

na

Fuels Agriculture Minerals & metals Total commodities

Pe
rc

en
ta

ge
 o

f G
D

P

The improved growth momentum of India amidst China’s 

economic slowdown leads to the expectation that India may 

offer a new hope for regional and global economy. IMF 

(2015a) expects that India will overtake China as the fastest 

growing economy in the world in 2015. Although the rapid 

growth of Indian GDP in recent years may be partly a result 

of the change in GDP calculation method introduced by 

Indian in the early 2015,24 it is expected that the growth 

momentum of India will be sustained by economic reforms, 

a consequent pickup in investment and lower oil prices. In 

addition, population growth adds to India’s growth 

potential. It is expected to have the largest labour force in 

the world by 2030, with about one billion people of working 

age (IMF, 2015a). However, India is still not in a position to 

support global and regional trade and investment flows as 

China did. The size of Indian economy and GDP per capita, 

measured in real term, is around 30% of China.25  India’s 

economy is still domestically driven and the share of the 

country’s industrial sector is still relatively small 

(Anukoonwattaka and Mikic, 2011). Therefore, India needs 

to significantly strengthen its manufacturing sector in order 

to become competitive as a global and regional export hub.

NEAR-TERM PROSPECTS AND CONCLUSIONE
There are substantial downside risks to trade across Asia 

and the Pacific. Countries that are highly integrated into 

GVCs and international supply chains cannot ignore these 

risks; if they do, they will be exposed to pass-through effects 

from other countries. The expectation that intraregional 

demand alone – i.e. China’s demand – will be sufficient to 

maintain a healthy level of economic activities without 

robust demand from the outside the region remains 

premature.

The near-term prospects for trade by Asia and the Pacific 

are influenced by the balance between the impacts from 

intraregional demand and the modest recovery of the United 

States and Eurozone economies. The economic transition of 

China presents a major risk to trade as well as an opportunity 

for exports of final goods to China. Based on economic 

Figure B. Asia-Pacific net commodity importers, 2014 
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Exports Imports

2015a 2016a 2015a 2016a

Price Volume Volume Price Volume Volume

Australia -21.3 2.2 2.2 -8.7 0.8 3

Bangladesh 0.4 -3.5 -0.1 -7.2 -8.3 0.5

China -1.8 3.7 4 -14.2 -4.2 4.6

Hong Kong, China -1.7 2.1 3.7 -4.0 0.9 2.8

India -10.0 6.6 2.8 -26.9 12.9 7.3

Indonesia -13.9 -1.2 6.3 -11.5 -4.8 5

Japan -3.2 2.9 5 -19.4 0.1 4.5

Malaysia -11.1 5.5 4.8 -11.0 1.4 4.1

New Zealand -2.4 3.3 -2.4 -9.1 9.5 5.1

Pakistan -4.7 -1.8 -2.2 -16.8 6.8 3.2

Philippines -4.7 5 -0.7 -12.1 2.9 3.9

Republic of Korea -4.4 0.4 -3.6 -20.6 -10.8 -4.8

Russian Federation -33.0 0.1 -0.2 -2.6 -30.4 9.5

Singapore -8.0 -0.7 -1 -15.1 -2.6 1.1

Sri Lanka 6.9 2.3 3.6 -13.1 3.5 3.9

Taiwan Province of China -2.6 -0.8 1.5 -7.1 0.7 2.4

Thailand -4.2 -1.5 5.4 -14.5 -1.1 5.6

Turkey -4.0 5.5 5.6 -6.9 1.7 4.2

Viet Nam -4.4 9.7 9.2 -3.1 11.2 11.2

Asia and the Pacificb -9.1 2.3 2.6 -13.7 -2.4 3.8

Developing Asia-Pacificb -9.2 2.3 2.3 -13.1 -3.1 3.7

Table 1.3. Prospects for real merchandise trade growth for selected Asia-Pacific economies, 2015-2016

(Annual percentage change)

Source: ESCAP and ECLAC estimate based on UN Comtrade data from 2014, and evolution of commodity and manufacturing prices on a monthly basis (from 
2014 until July 2015) taken from the World Bank, IMF, UNCTAD, United States Bureau of Labour Statistics, among others. For projections until December 
2015, an index composed by data from the World Bank, FMI and the Economist Intelligence Unit was applied. Volumes are from the Economist Intelligence 
Unit, as of September 2015. 
Note: The estimated growth rates are calculated based on constant prices (in 2005 terms) and exchange rates. The selected countries cover 98 per cent of trade 
across the Asia-Pacific. ESCAP calculation based on United Nations Comtrade data accessed through the World Bank, World Integrated Trade Solution 
(WITS) Database (accessed August 2015).
a Projections. 
b Regional trade growth is the trade-weighted, time-varying average growth rate.

“Growth prospects of merchandise exports 
by Asia-Pacific economies will continue 
softening throughout 2015 before 
stabilizing in 2016.”

performance observed so far in 2015, there are worrying 

concerns that China may not achieve its 7% growth target, 

and the slowdown may persist in to the medium term. This 

presents greater concern that the transition of China towards 

a consumption-driven economy will not generate sufficient 

external demand for exports by other developing Asia-

Pacific economies.
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It is important to note that the growth prospects indicated 

above are based on change in trade volume, not nominal 

value. The downward trend in global commodity and 

manufacturing prices – especially in 2015 – indicates that 

the export income of Asia-Pacific economies will shrink. 

Export and import prices of the Asia-Pacific region as a 

whole are projected to drop by 9.1% and 13.7%, respectively. 

However, the impacts on terms of trade differ across Asia-

Pacific economies, depending on their trade basket.  In terms 

of export prices, Australia and the Russian Federation are 

likely to experience the sharpest price declines due to lower 

commodity prices. Minerals, metals and fuels also account 

for around half of Australia’s exports while the Russian 

Federation’s exports are dominated by fuels – particularly 

gas exports. Nevertheless, the estimated price development 

in 2014/2015 may translate into positive shock in terms of 

trade for the whole Asia-Pacific region and the vast majority 

of the region’s countries. This is mainly due to the fact that 

many larger economies have strong manufacturing sectors, 

particularly China, Japan, the Republic of Korea and 

Singapore.

The slowdown in China and persistent weakness in global 

demand will inevitably lead to a slowdown in trade across 

countries that supply goods to China. Those at particular 

risk include Factory Asia as well as primary commodity and 

fuel exporters. However, the transition by China may also 

present several opportunities for other Asia-Pacific 

economies.

First, the structural shift towards domestic consumption 

may increase opportunities for countries exporting final 

goods – especially high-tech and branded products – to 

China. Second, as China moves away from an intermediate-

industry based towards higher value-added production and 

services activities, this presents an opportunity for emerging 

economies to fill the gap and replace China in some segments 

of GVCs. Economies with more competitive labour costs 

and access to natural resources could potentially fill the void 

Taking these challenges into account, ESCAP anticipates 

that the growth prospects of merchandise exports by Asia-

Pacific economies will continue softening throughout 2015 

before stabilizing in 2016. Across the Asia-Pacific region, 

merchandise export volume in 2015 is projected to grow by 

2.3% while imports are moving in the opposite direction 

(table 1.3). However, trade performance will be diverse 

across countries, depending on the regional intensity of their 

exports. Countries such as India and Viet Nam will be in a 

relatively good position since their exports are significantly 

directed to the United States and advanced European 

countries. Based on the expectation that the demand 

recovery from the European Union and the United States 

will gain some momentum in 2016, trade growth is 

anticipated to improve modestly to about 2.3% for exports 

and 3.7% for imports.

ENDNOTES

 1 The numbers on merchandise trade were compiled by the 

ESCAP secretariat, based on data available from WTO and 

IMF at the time of preparing this report. More recent 

revisions of trade data by those data sources may result in 

different trade balance values. The numbers include trade 

data of Taiwan Province of China, which is not an ESCAP 

member, but represents sheer size of merchandise trade in 

the Asia-Pacific region. The use of other sources of trade 

data may produce different estimates. Individual economy 

data for ESCAP member States are available from the ESCAP 

online statistical database.

2 These numbers are estimates by the ESCAP secretariat, 

based on WTO data at the time of preparing this report. 

More recent revisions of trade data by WTO may result in 

different trade balance values.

3 According the estimation by WTO secretariat, export price 

of Asia  declined by 2.1% in 2014 while export volume 

increased by 4.7%.

4  Systematic evidence on the growth experience during the 

past 40 years offers an overwhelming support to the 

hypothesis that trade is a necessary condition for economic 

growth. No country in past decades has sustained high levels 

of economic growth and reduced poverty significantly 

without greatly expanding its imports and exports. A large 

majority of the empirical studies on the linkages between 

trade openness and economic growth have confirmed that 

positive association between trade openness and economic 

growth. Some of the commonly quoted studies based on 

cross-country evidence are Dollar (1992), Edwards (1998), 

Frankel and Romer (1999), Harrison (1996), and Sachs and 

Warner (1995). In addition, there is now highly consistent 

and largely uncontested evidence that firms in more open 

sectors tend to be more productive, and experience faster 

productivity growth – see, for example, Pavcnik (2002), Ruiz 

and Utar (2009) and Trefler (2004). Following the financial 

crisis of 2008-2009, the questions of the merits of export-led 

growth strategies for developing countries arise – see for 

example, Harrison and Rodriguez-Clare (2009), Rodrik 

(2009) and UNCTAD (2010). Nonetheless, the IMF Managing 

Director noted that “Reinvigorating trade is not just a ‘nice-

to-have’. It is an ‘essential-to-have’ – to help prevent what I 

have called the new mediocre of low growth over a long 

period” (Lagarde, 2015). The estimates made by Xing and 

left by China in processing, manufacture, assembly and 

construction. However, the ability of economies to participate 

in GVCs cannot be left to the private sector to identify 

opportunities, but critically depends upon a holistic 

approach to policy formulation to improve trade and 

investment environments in the context of long-term 

sustainable development strategy.
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have been a transitional phenomenon. Alternatively, the 

slowdown could represent the limits having being achieved 

on the ability of companies to engage in international 

fragmentation of production networks through GVCs.

14 The property and construction industry has borrowed 

heavily from domestic and international lenders. State-

owned enterprises are among the most indebted companies 

because they have easier access to credit (Magnier, Wei and 

Evans, 2015). The downside risks for Chinese construction 

have also become more apparent as the country recently 

experienced its first corporate bond default.

15 ESCAP’s calculation, using IMF Direction of Trade 

Statistics (accessed June 2015).

16 Calculation based on geometric mean of the growth rates 

during the indicated period.

17 See www.patentlymobile.com/2012/05/lenovo-invents-

handgrip-keyboards-for-tablet-computers.html.

18 Calculated using data from United Nations Comtrade 

accessed through WITS (June 2015).

19 Calculated using data from IMF Direction of Trade 

Statistics (accessed June 2015).

20 See Chapter 1 of the Asia-Pacific Investment Report 

(ESCAP, 2012 and 2013) for more details.

21 Calculation based on data in 2009, which are the latest 

available data in the OECD-WTO Trade in Value-Added 

database.

22 Comprising least developed countries, landlocked 

developing counties and small island developing States. A 

list of these countries in Asia and the Pacific is available at 

www.unescap.org/our-work/macroeconomic-policy-

development/countries-special-needs.

23 More details are available in Saggu and Anukoonwattaka 

(2015a and 2015b). 

24 Since January 2015, India has announced GDP figures 

based on the new measures that calculate GDP by market 

prices instead of factor costs, and shifted the base year from 

2005 to 2012. The revised calculation also incorporates more 

comprehensive data on corporate activity as well as newer 

surveys of spending by households and informal businesses. 

In principle, the new method is more in line with global 

practices and gives a better picture of economic activity. 

However, shifting the GDP calculation method requires 

caution when comparing the economic performance of India 

during the recent period with historical ones.  For example, 

under the old method, the economic growth of India hit a 

decade low at 4.5% in 2013, and then increased slightly to 

5 Imports by China account for 29% of total merchandise 

imports of Asia and the Pacific.

6 In February 2015, there was a 48% surge in exports. GDP 

and exports in China decline every year in January because 

of a post-Christmas drop in orders from developed countries’ 

markets combined with a week-long holiday for the Chinese 

New Year, which leads to a sharp decline in production. In 

2015, the holiday period fell in February; hence, the month-

to-month change in February 2014 is affected. 

 7 Based on monthly data from January 2000 through 

September 2011, Roache (2012) found that China’s demand 

shocks explained about 7% of the price variation in the global 

market for crude oil and copper.

8 This includes both intraregional trade flows and flows with 

the rest of the world. 

9 This section is drawn from Saggu and Anukoonwattaka 

(2015c).

10 It has been argued that the high rates of consumption 

across many advanced economies in Europe and North 

America during the 1990s was made possible through a 

series of financial bubbles – most notably in housing – which 

enabled consumers to draw upon the wealth from 

appreciating values of real estate, thereby diminishing their 

need for savings (see Farooki and Kaplinsky, 2013). This 

structural weakness contributed to a rise in the balance of 

payments across many advanced economies.

11 The slowdown of growth in China could be seen as being 

symptomatic of a general decline in the rate of growth of 

the ratio of global trade to GDP following the 2007-2009 

financial crisis. 

12 The term “new normal” was initially popularised by the 

investment management company PIMCO to describe 

economic growth in China following the 2007-2009 financial 

crisis (Roberts, 2014).

13 Hoekman, ed., (2015) argued that the lack of trade 

dynamism in the global economy in recent years stemmed 

primarily from cyclical factors such as weakness in aggregate 

demand from the Eurozone and, more recently, from China. 

He also suggested that the slowdown in China could be a 

reflection of non-cyclical factors such as the end of an 

integration process of China and central and eastern Europe, 

explaining that higher growth rates in the past might simply 

Pradhananga (2013) show that the impressive recovery of 

the Chinese economy in the post-crisis period owed at least 

53% of its growth to exports and foreign direct investment.
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4.7% in 2014. Using the new methodology, the GDP growth 

rate for 2013 became 5.1% and accelerated to 6.9% in 2014.

25 See country data in ESCAP online database for details.
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