




TRADE IN COMMERCIAL SERVICES OUTLOOK       

TRADE IN COMMERCIAL SERVICES OUTLOOK 
 

Highlights 

 

 Commercial services trade in Asia and the Pacific continued to be dominated by a few 

economies, namely China, Japan, India, Singapore, Republic of Korea and Hong Kong, 

China, accounting for over 70% of total trade in the region. Trade in travel, transport and 

other business services, including professional and trade-related services, also accounted for 

about 70% of total services trade. 

 

 Commercial services exports in the Asia-Pacific region continued to outperform the rest of the 

world in 2019. However, export growth in 2019 is expected to be cut in half from the nearly 

10% growth in 2018, as a result of the global economic downturn and unresolved trade and 

political tensions (figure 1). 

  

 During the first six months of 2019, the region’s exports grew only 4.6%, while imports 

contracted by 2.8% compared with the same period in 2018. China – the largest exporter in 

the region – has experienced much slower growth this year. Moreover, available half-year 

figures for transport, travel, information and communication technology (ICT), as well as 

financial services, all point towards the decline of services trade across all sectors in the 

region. 

  

 By slowing down trade in goods and related business activities, the tariff war between the 
United States and China has produced significant adverse effects not only on trade in goods 
but also trade in commercial services. Transport services, other business services and 
goods-related services trade are among the most potentially affected.  

 

 Services trade in the region is also poised to weaken as a result of growing tensions within 
the region. The ongoing dispute between Japan and the Republic of Korea has adversely 
affected their bilateral trade, particularly in travel and transport services. Meanwhile, the 
political unrest in Hong Kong, China has had substantial impacts on the economy’s exports of 
travel and financial services – its main services exports. However, other economies such as 
Singapore and other financial hubs in China such as Shanghai and Shenzhen could benefit 
from this situation as redirected business and investment find their way across the region. 

 

 Overall, services trade is expected to remain sluggish in 2020. However, the mid- and long-

term prospects for ICT and business services remain bright: technological advances and 

mega-trends of global and regional economies will continue to deepen servicification, 

digitalization, and automation. 
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TRADE PERFORMANCE IN 2018 
 

Unlike merchandise trade,
1
 commercial services trade in Asia and the Pacific continued its 

positive momentum going into 2018.
2
 Indeed, after a sluggish performance in 2015/2016, 

services trade rebounded in 2017 and remained strong throughout 2018. Exports grew at 9.9% 

and imports at 7.9% year-on-year. The region’s robust trade performance contributed to a slight 

acceleration of its 10-year average growth rate, and to a 6% reduction in its trade deficit from 

205.4 to 193.1 million United States dollars. Moreover, the region’s services trade also grew 

above the annualized post-crisis average
3
 (4.4%) at 8.9% (figure 2) and faster than the rest of the 

world.
4
 As a result, its share of global commercial services trade increased: exports advanced 

from 26.6% to 27.1% and imports from 31.9% to 32.1%.  

 

Figure 1. Commercial services trade growth – Asia-Pacific and world 

 
Source: ESCAP calculation based on statistics from WTO Database (accessed October 2019).  
Note: 2019 (H1) reports on January to June 2019 figures. 

 

Overall, commercial services trade in Asia and the Pacific continued to be dominated by its nine 

largest economies (China, Japan, India, Singapore, Republic of Korea, Hong Kong, China, the 

Russian Federation, Australia and Thailand – in order of the share of services trade), who were 

responsible for more than 80% of total trade. Trade growth in 2018 was also concentrated among 

the two largest economies in the region – China and India – which accounted for half of the 

regional trade growth (figure 3) and about a third of the total services trade.
5
 Among others, a 

positive economic environment, continued servicification in developing economies and enhanced 

digital services demand helped to maintain a dynamic environment for services trade during 

2018. 

 

 

                                                             
1
 See trends in merchandise trade in ESCAP (2019). 

2
 When countries did not report data on commercial services trade, the latest available data point was used. The following 

countries were missing aggregated data for 2018: Federated States of Micronesia, French Polynesia, Kiribati, New 
Caledonia, Islamic Republic of Iran, Samoa, Tuvalu and Vanuatu. The Islamic Republic of Iran did not report data for 2017 

either. 
3
 The post-crisis period was considered to be 2011-2018. 

4
 Exports and imports worldwide grew by 7.8% and 7.4%, respectively, in 2018. For details about trends and developments 

on world trade during 2016-2018, see WTO (2019a). 
5
 In 2018, China accounted for 27.8% and 44.4% of export and import growth, respectively, and for 17.1% and 29.9% of 

services trade exports and imports, respectively. India accounted for 14.2% and 16.9% of export and import growth, 

respectively, and 13.2% and 10.1% of services exports and imports, respectively. 
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Figure 2. Trade value by services sector and trade growth  

 
Source: ESCAP calculation, based on International trade statistics on commercial services from WTO Database 

(accessed October 2019). 

 
 

Travel was the largest and most important contributor to export growth in 2018. It represented 

29.6% of total services exports and contributed to 30.4% of the export value increase. The sector 

recovered from a 2016/2017 sluggish performance to record a 9.8% growth in 2018. China, the 

largest importer of travel services in the world, absorbed approximately 40% of regional tourism 

exports and its robust demand performance (8.7% import growth) helped fuel tourism export 

gains across Asia and the Pacific. Economies such as Japan, Thailand, Macao, China, Australia 

and Hong Kong, China, Turkey and the Russian Federation (listed by export value growth) 

represented more than 70% of the export increase in the region. Meanwhile, smaller economies 

that are heavily dependent on travel and tourism, such as Afghanistan, Timor-Leste, Nepal, 

Solomon Islands, Cambodia and Georgia (in order of export value) registered the fastest export 

growth. 

 

The Asia-Pacific region’s merchandise trade expansion in 2018 also helped support sectors such 

as transport services and other business services,
6
 which are closely tied to industrial activity and 

goods consumption.
7
 These sectors represented 18.8% and 21.5%, respectively, of exports in the 

Asia-Pacific region, and remained the third- and second-largest service exporting sectors in the 

region. Most prominently, leading transport services exporters such as China, Singapore, Hong 

Kong, China and the Republic of Korea (listed by increase in exports value), as well as important 

transit nations such as Turkey and the Russian Federation, contributed the most to the sector’s 

expansion. In contrast, Japan suffered a substantial contraction in transport services exports, 

which plunged by 15.2%. This loss – equivalent to 1.8% of the region’s total transport services 

                                                             
6
 Other business services comprise trade related services, operational leasing (rentals), and miscellaneous business, 

professional and technical services such as legal, accounting, management consulting, public relations services, 
advertising, market research and public opinion polling, research and development services, architectural, engineering, 
and other technical services, agricultural, mining and on-site processing. See IMF (2019a) for more details. 
7
 See ESCAP (2019) for more details on merchandise trade. 
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exports – was significant enough to moderate the sector’s growth from a potential 10.6%
8
 to 

7.3%. On the other hand, Singapore and Thailand – with 5.5% and 14.9% growth rates, 

respectively – joined China and India in reaping the most benefits of a 7.1% growth in other 

business services exports. 

 

Figure 3. Contribution to trade growth in 2018, by country 
(Percentage of the Asia-Pacific region’s services trade value increase) 

 

 
Source: ESCAP calculation, based on statistics from WTO database (accessed October 2019). 
Note: Share of trade growth was calculated by dividing each economy’s services trade (exports and imports) value growth 

by the Asia-Pacific region’s services trade value growth. 

 
Despite its relatively modest size (10.1% share of services exports), the information and 
communication technology (ICT) sector emerged as the second-largest contributor to export 
growth in 2018. The sector accounted for 19.2% of the export value growth, while also being the 
fastest-growing at 20% in 2018. Rising digitalization across industries has created strong demand 
for digital technology-related services and has helped the sector thrive. China and India 
dominated the region’s export performance with the two countries accounting for approximately 
90% of the sector’s export value growth. In 2018, China’s exports of ICT services rose by a 
dramatic 69.5%, jumping from 4.7% in 2017, while India registered a five-year high of 7.1% in 
2018, which was an increase of 1.1%. China’s unprecedented export growth is in conjunction with 
the Government of China’s investment and commitment on the development of ICT-technology 
industry and infrastructure.  Looking at the charges for the use of intellectual property

9
 (IP) n.i.e. 

sector (4.6% share of regional services exports) can also help to unveil the same dynamic 
regionally. While Japan, Singapore and the Republic of Korea have historically led IP-related 

                                                             
8
 Potential export growth rate for travel services in Asia-Pacific excludes Japan’s performance. 

9
 Charges for the use of intellectual property are payments and receipts between residents and non-residents for the 

authorized use of proprietary rights (such as patents, trademarks, copyrights, industrial processes and designs including 
trade secrets, and franchises) and for the use, through licensing agreements, of produced originals or prototypes (such as 
copyrights on books and manuscripts, computer software, cinematographic works, and sound recordings) and related 

rights (such as for live performances and television, cable, or satellite broadcast). See IMF (2019a) for more details. 
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services (integral to ICT), China is quickly emerging as a key player, going from 2% to a 7.8% 
share of the sector’s exports in the span of just a couple of years. 
 
Another dynamic export sector in 2018 was financial services. The sector grew 11% across Asia 

and the Pacific, becoming the second-fastest export-growing service in 2018. However, trade in 

this sector is attributed mostly to Singapore (9% growth) and Hong Kong, China (16.5%), which 

captured approximately 60% of both the sector’s exports and its increase in export value. 

Moreover, countries such as India (21.1% growth), the Republic of Korea (27.7%) and the 

Russian Federation (30.7%) posted considerable above-regional growth trend, helping the sector 

thrive. 

 

Imports of commercial services followed the same trends as exports in 2018. Travel, transport 

and other business services were the largest services sectors and contributed the most to import 

growth. Notably, travel services recovered from a three-year stagnation to grow 7.7% and regain 

position as the most prominent sector in terms of import growth share. The most significant 

difference lies in the relative importance of ICT services. On the one hand, while ICT services 

were vital for the Asia-Pacific region’s export expansion, its role in imports was moderate (6.6% 

share of import growth and 5% share of imports). Instead, transport services were the second-

largest growth engine, registering a 9.3% increase. Finally, looking at each countries’ relative 

share of imports, it is possible to identify a striking difference: China is responsible for 29.6% of 

the Asia-Pacific region’s imports, which represents almost double its share of exports. This 

finding corroborates the importance of the Chinese market as a source for commercial services 

import demand from other economies, powering intraregional trade. 

 

 

1. Subregional performance 

 

(a)  East and North-East Asia  

 

East and North-East Asia (ENEA) is the largest subregion in commercial services trade. Four 

subregional economies are among the eight largest commercial services trading nations in the 

Asia-Pacific region: China (first), Japan (third), Hong Kong, China (fifth) and the Republic of 

Korea (sixth). Together, these economies account for 93.7% of ENEA’s exports, while Macao, 

China and Mongolia follow with the remaining 6.3%. As a whole, in 2018, ENEA was responsible 

for 45.1% of regional exports and 52.9% of regional imports. Moreover, the subregion 

outperformed Asia and the Pacific as a whole, both in export and import growth, recording a 

10.6% and 8.3% increase, respectively. China – the largest services exporter in the Asia-Pacific 

region – accounted for half of the subregion’s trade and largely drove both subregional and 

regional trends. 

 

ENEA’s robust export performance in 2018 was headed by ICT services trade. Despite 

accounting for only 10.1% of subregional exports, ICT services contributed 28.8% of the 

subregion’s export increase in 2018 after posting a remarkable 48.4% growth (figure 4). The 

sector’s dynamic performance in 2018 was completely driven by China
10

 and helped boost the 

subregion’s export growth in 2018. 

 

Travel services were another important driver of subregional export growth. Counting on its sheer 

size and robust performance (11.3% growth), travel services contributed 26.1% of the ENEA’s 

export increase during 2018. After two years of stagnation, an increase in China’s travel services 

imports – the most important source of outbound tourism in Asia and the Pacific (UNWTO, 

                                                             
10

 China accounted for 99.7% of the export value increase in the subregion in 2018. 
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2019b) – distributed gains across the subregion. Japan was the fastest-growing exporter, 

registering a 20.8% growth rate, while the Republic of Korea was the second-fastest (14.6%).   

Economies that are deeply integrated with China – Macao, China (12.3% growth rate) and Hong 

Kong, China (10.2%) as well as neighbouring Mongolia (12.4%) – also registered strong travel 

services export performance. In contrast, China’s travel services exports remained stagnant in 

2018, registering a modest 1.9% increase. This growth is in line with the country’s downward 

trend in travel services exports since 2013 when exports started to decline consistently on an 

average of 2.9% per year. The country has since then moved down from first- to fifth-largest Asia-

Pacific region exporter, and is now behind Thailand, Australia, Japan and Macao, China (in that 

order). 

 

Figure 4. East and North-East Asia export performance, by sector, 2018 

 

 
Source: ESCAP calculation, based on statistics from WTO database (accessed October 2019). 
Notes: “Share of exports” for other sectors was computed as the sum of each sector’s share of exports; “Share of exports 
growth” for other sectors was computed as the sum of each sector’s share of exports growth; “Growth” for other sectors 

was calculated as the weighted average of each sector’s growth with regard to their export share in the subregion. 
* “Other sectors” comprises: Goods-related services; insurance and pension services; and personal, cultural, and 
recreational services. These sectors represented less than 5% of the subregion’s exports. 

 
 

(b)   South-East Asia 

 

South-East Asia (SEA) is the second-largest subregion for commercial services trade in the Asia-

Pacific region. In 2018, it contributed 25.5% of exports and absorbed 21.4% of imports in the 

region. Most prominently, Singapore accounted for 46.1% of subregional exports, while Thailand, 

Malaysia, the Philippines, Indonesia and Viet Nam – by export share – jointly accounted for the 

remaining 50.9%. Myanmar, Cambodia, Brunei Darussalam, the Lao People’s Democratic 

Republic and Timor-Leste accounted for the remaining 3% of exports. In 2018, the subregion’s 

commercial services exports and imports grew by 8.8% and 6.3%, respectively. As a 

consequence, SEA saw an improvement in its commercial services trade balance in 2018. Since 

2015, the region has reached a surplus, which increased by 72.3% in 2018 from $13.4 million to 

$23.2 million. 
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All major sectors in SEA performed uniformly during 2018. As a consequence, the sectoral 

distribution of exports remained largely unchanged (figure 5). Travel services continued to be the 

largest exporting sector in the subregion (35.7%), with Thailand (the world’s largest travel 

services exporter and responsible for 13.8% of the Asia-Pacific region’s exports in the sector), 

Singapore, Malaysia and Indonesia – in order of export share – accounting for the 8.7% increase. 

Moreover, the sector contributed to important gains by Timor-Leste, Cambodia and Viet Nam, 

which recorded the fastest export growths in the subregion.  

 

Moreover, manufacturing-related services sectors (other business services and transport 

services) accounted for 41.3% of services exports in the subregion. In the case of other business 

services, Singapore, the Philippines and Thailand – by export share – supported the sector’s 8% 

subregional growth, while Myanmar, Indonesia and Malaysia reaped the largest percentage point 

increases. On the other hand, transport services – accounting for 18.9% of the subregion’s 

exports – experienced 8.7% growth. Singapore accounted for 68.6% the sector’s exports and 

grew at a healthy 7.3%, while Malaysia, Thailand and Viet Nam were jointly responsible for 

20.9% with a more dynamic export growth rate at 11.9%, 10.8% and 17.1%, respectively. 

Myanmar, Timor-Leste and Cambodia experienced the fastest growth in transport services. 

 

Figure 5. South-East Asia export performance, by sector, 2018 

 
Source: ESCAP calculation, based on statistics from WTO database (accessed October 2019). 

Notes: “Share of exports” for other sectors was computed as the sum of each sector’s share of exports; “Share of exports 
growth” for other sectors was computed as the sum of each sector’s share of exports growth; “Growth” for other sectors 
was calculated as the weighted average of each sector’s growth with regard to their export share in the subregion. 
* “Other sectors” comprises: Goods-related services; insurance and pension services; and personal, cultural, and 

recreational services. These sectors represented less than 5% of the subregion’s exports. 

 

(c)   South and South-West Asia 

 

South and South-West Asia (SSWA) is the third-largest contributor to services trade in Asia and 

the Pacific, accounting for 18.1% of exports and 13.4% of imports. Trade in the subregion is 

mainly supported by its biggest economy, India, which accounts for 72.1% of exports. Turkey 

follows with 17%, while the Islamic Republic of Iran,
11

 Sri Lanka, Pakistan, Maldives, Bangladesh, 

                                                             
11

 As data on the Islamic Republic of Iran for 2018 and 2017are not available, the most recent data point was used (2016). 
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Nepal, Afghanistan and Bhutan – in order of export share – accounted for the remaining 10.9%. 

Throughout 2018, the SSWA subregion’s commercial services exports and imports outpaced 

those of Asia and the Pacific as a whole, growing at 10.5% and 10.4%, respectively. 

 

Other business services (27.1% of services exports), ICT services (24.2%) and transport services 

(16.2%) comprise most SSWA exports. In particular, India accounts for 94.5% and 94.6% of the 

subregion’s exports in the first two sectors, respectively, while transport services exports are 

almost evenly split between India and Turkey. On the other hand, travel is the second-largest 

service export sector in the subregion (24.7%), and is particularly important for the Maldives, 

Bhutan, Turkey, Sri Lanka and Nepal.  

 

In 2018, all major sectors except for transport (13.7% growth) grew at a modest pace (figure 6), 

while smaller sectors (jointly accounting for 24% of services exports) performed better and 

became mostly responsible for the subregion’s dynamic growth. Notably, the construction and 

financial services exports stood out, growing at 14.9% and 23.7%, respectively. On the other 

hand, looking at other business services exports, Afghanistan, Bangladesh and Pakistan led 

subregional growth; despite accounting for only 1.6% of the sector’s exports, these countries 

were credited with 10.9% of the export value increase. The same countries were also the fastest 

growing in ICT services exports, while travel services expanded the fastest in Afghanistan, 

Maldives, Pakistan, Sri Lanka and Turkey. 
 

 

Figure 6. South and South-West Asia export performance, by sector, 2018 

 
Source: ESCAP calculation, based on statistics from WTO database (accessed October 2019). 
Notes: “Share of exports” for other sectors was computed as the sum of each sector’s share of exports; “Share of exports 

growth” for other sectors was computed as the sum of each sector’s share of exports growth; “Growth” for other sectors 
was calculated as the weighted average of each sector’s growth with regard to their export share in the subregion. 
* “Other sectors” comprises: Goods-related services; insurance and pension services; and personal, cultural, and 
recreational services. These sectors represented less than 5% of the subregion’s exports.  

 
 
 
 

 

 

8          Asia-Pacific Trade and Investment Trends 2019/2020            

  



TRADE IN COMMERCIAL SERVICES OUTLOOK       

(d) North and Central Asia 
 

Despite being the second-smallest provider of commercial services trade in Asia and the Pacific, 

the North and Central Asia (NCA) subregion recorded the fastest export growth in 2018. The 

subregion accounted for 5.6% of exports and 6.8% of imports in the Asia-Pacific region and 

recorded 11.7% and 6.6% growth in exports and imports, respectively. The Russian Federation – 

responsible for 76.3% of the subregion’s exports – dominated this growth, while Kazakhstan, 

Azerbaijan, Georgia, Uzbekistan, Armenia, Kyrgyzstan and Tajikistan – in order of export value – 

accounted for the remaining 23.7%. Furthermore, NCA had the highest share of services to total 

trade among all subregions, with services representing 30.2% and 26.7% of its exports and 

imports, respectively. On the one hand, the land-locked nature of many economies in the 

subregion contributes to its dependency on services in general and, in particular, on transport 

services. On the other hand, this partly reflects the subregion’s limited manufacturing base. 

 

In 2018, all major sectors in NCA, except for other business services, registered a strong exports 

growth (figure 7). The subregion’s largest export sector, transport services, accounted for 34.8% 

of exports and experienced 12% growth. In particular, Azerbaijan, Kazakhstan and the Russian 

Federation saw the largest increases in transport-services exports, at 26.1%, 15.1%, 11.5%, 

respectively. However, travel services, the second-largest export sector in the subregion, was the 

most dynamic, registering 15.8% export growth. The subregion’s two largest tourism exporters – 

the Russian Federation and Georgia – saw their travel exports rise the most, at 28.4% and 

19.2%. 

 

Figure 7. North and Central Asia export performance, by sector, 2018  

 
Source: ESCAP calculation, based on statistics from WTO database (accessed October 2019). 

Notes: “Share of exports” for other sectors was computed as the sum of each sector’s share of exports; “Share of exports 
growth” for other sectors was computed as the sum of each sector’s share of exports growth; “Growth” for other sectors 
was calculated as the weighted average of each sector’s growth with regard to their export share in the subregion. 
* “Other sectors” comprises: Goods-related services; insurance and pension services; and personal, cultural, and 

recreational services. These sectors represented less than 5% of the subregion’s exports. 
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(e) Pacific 

 

The Pacific subregion accounted for 5.7% of exports and 5.1% of imports in Asia and the Pacific, 

thus making it the smallest contributor to services trade in the region. Within the Pacific 

subregion, services exports are highly concentrated among Australia and New Zealand, which 

account for 76.7% and 18.8%, respectively. Fiji, French Polynesia, New Caledonia, Papua New 

Guinea, Vanuatu, Samoa, Solomon Islands, Tonga, Federated States of Micronesia, Kiribati and 

Tuvalu
12

 – in order of their share in the region’s exports – jointly make up for the remaining 4.5%. 

In 2018, the Pacific underperformed the region, posting a 6.3% export growth rate. 

   

The subregion largely relies on travel as its main source of services exports (figure 8). The sector 

accounted for 65.6% of services exports in the Pacific and supported about 80% of the 

subregion’s total export gains. In 2018, it benefited from a strong Australian performance (8.6% 

export growth) as well as from Solomon Islands’ fast 20.9% export growth. Together with other 

smaller sectors, travel services managed to act as a counter-weight to a contraction in other 

business services exports (-2.6%) and stagnation in transport services exports (0.9%). 

 

Figure 8. Pacific export performance, by sector, 2018  

 
Source: ESCAP calculation, based on statistics from WTO database (accessed October 2019). 

Notes: “Share of exports” for other sectors was computed as the sum of each sector’s share of exports; “Share of exports 
growth” for other sectors was computed as the sum of each sector’s share of exports growth; “Growth” for other sectors 
was calculated as the weighted average of each sector’s growth with regard to their export share in the subregion. 
* “Other sectors” comprises: Goods-related services; insurance and pension services; and personal, cultural, and 

recreational services. These sectors represented less than 5% of the subregion’s exports. 

 

 

 

 

 

 

 

 

                                                             
12

 French Polynesia, Kiribati, Federated States of Micronesia, New Caledonia, New Zealand, Papua New Guinea, Samoa, 
Solomon Islands, Tonga, Tuvalu and Vanuatu did not report figures for 2018. Therefore, the most recent data points 

(2017) were used.  
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2. A gloomy 2019: Developments and outlook 

 

As major economies in the world struggle to maintain their growth momentum in 2019, ESCAP 

anticipates an inevitable commercial services trade downturn. Indeed, the WTO indicator (WTOI) 

on global services trade reports that growth in 2019 is at its lowest level since 2013 (WTO, 

2019d). Moreover, based on the latest available data, the top eight economies in the region – 

responsible for more than 80% of commercial services trade – all recorded a dip in trade growth 

in the first half of 2019,
13

 with imports declining more than exports (figure 9). Moreover, the 

available half-year indicators for major trading sectors (box 1) signal a considerable deceleration 

going forward, despite hanging on to positive growth. However, the worse-than-expected 

worldwide economic performance, lingering political and diplomatic tensions in the region, as well 

as worsening business and consumer confidence around the world, cast some doubt on the 

possibility of avoiding an even gloomier second half of 2019. 

 

Box 1. Sectoral trends in 2019 

Transport: After a sharp decline during the first two months of 2019, the Container Throughput Index, 

a proxy for transport services exports, fully recovered in August and is enjoying modest growth 

compared with 2018 (ISL, 2019). However, both WorldACD (2019) and IATA (2019) have reported a 

decline in air freight demand, with the latter measuring a 3.2% worldwide decrease and a 4.9% 

regional contraction.  As a result, transport services are likely to reflect first-half of the year downward 

pressures and either stagnate or record marginal growth during this period. 

Travel: In September 2019, the United Nations World Tourism Organization (UNWTO, 2019a) 

reported that all Asia-Pacific subregions, except NCA, recorded moderate growth of international 

arrivals during the first half of 2019. Moreover, tourists from China – the largest source of tourism 

demand – reduced spending abroad by 4% in real terms ahead of this year’s economic slowdown. 

On the other hand, Revenue Passenger Kilometres (RPKs) – a common proxy for travel revenue – 

show that the Asia-Pacific region posted positive, but considerably below-trend growth, figures in the 

first half of 2019 (IATA, 2019). Overall, travel services trade is expected to have moderated 

significantly during recent months, despite remaining the growth leader among sectors.  

Information and communication technology: The WTO (2019d) composite index of ICT services trade 

for the first half of the year  shows a sharp decline in the sector, compared with the same period in 

2018. Since it peaked in mid-2018, the sector’s growth has declined from “well above trend” to “in line 

with the trend”, in what can be seen as a correction of the previous year’s large acceleration.  

Financial services: Looking at the amount of global financial transactions, financial services growth 

has moderated from the encouraging expansion in 2018 to around “trend” levels this year (SWIFT, 

2019). Indeed, as of June 2019, the WTOI (WTO, 2019d) on financial services reported 99.7, 

meaning the sector grew slightly below trend (100). 

 

Commercial services trade in 2019 is facing considerable headwinds from a weaker than 

expected economic performance. Both the ADB (2019) and the IMF (2019b) have revised 

downwards their projections for global economic growth in 2019. Indeed, China is expected to 

record its lowest economic growth rate since joining the WTO at 6.1%, while India will slow down 

from 7.1% in 2018 to 6.1% growth in 2019. Moreover, major industrial economies (United States, 

the Euro Area and Japan) are forecasted to grow at 1.7%, down from 2.2% (ADB, 2019). As key 

trading economies in the Asia-Pacific region, a sluggish economic performance will bring ripple 

effects across sectors and nations, especially to countries highly export-dependent. 

                                                             
13

 The following countries reported commercial services trade data for the first half of 2019: China, Japan, the Republic of 
Korea, Mongolia, Pakistan, the Philippines and Turkey. In 2018, these countries were jointly responsible for 43.6% of the 
Asia-Pacific’s services trade. Whenever Q2 data were not available, Q1 growth rates were assumed to hold for Q2 in 

order to compute the half-year growth rates for the remaining economies. 
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Figure 9. Annual trade growth of selected economies, 2018/2019 

 
Source: ESCAP calculation, based on statistics from WTO database (accessed October 2019). 

Note: *Countries that reported half-year figures; the eight largest economies in the Asia-Pacific region were selected for 

this graph. 

 

 

In the near-term, travel and financial services are likely to be affected the most, as these are 

particularly sensitive to consumer and business uncertainty, respectively. When consumer 

confidence drops, households might prefer to reduce travel services expenses as a way of 

maintaining “rainy-day savings”. However, as business confidence plunges, major financial 

investments and risks might be withheld until a more positive outlook arises. So far, as explored 

in box 1, both travel and financial services appear to have been hanging on to “trend” growth for 

the half-year period. However, policy uncertainty and the weak economic outlook are expected to 

hinder the prospects of any improvement for the rest of the year. In fact, these sectors are likely 

to significantly moderate or even stagnate, depending on how political and economic 

developments unfold.  

 

While a weakening financial services sector is mostly going to hurt the two largest financial hubs 

in the Asia-Pacific region – Hong Kong, China and Singapore – a travel services slowdown is 

bound to affect virtually every country in the region. The sector is so important that half of the 

Asia-Pacific countries rely on it for more than 50% of their commercial services exports (figure 

10). Moreover, Tuvalu, Timor-Leste, Macao, China, Maldives, the Lao People’s Democratic 

Republic, Cambodia, Thailand and Georgia – in order of travel export dependency – rely on it for 

more than 70%, which could become a major downside risk for these economies. On the other 

hand, major exporters in the region, including Thailand, Australia, Japan, Macao, China and 

China (in order of market share) with 50% of total travel exports will see the largest export value 

plunge and pull-down the region’s performance. 

 

 

 

 

 

 

 

 

 Asia-Pacific Trade and Investment Trends 2019/2020       11 

12          Asia-Pacific Trade and Investment Trends 2019/2020            

 

 

      

12         Asia-Pacific Trade and Investment Trends 2019/2020            



TRADE IN COMMERCIAL SERVICES OUTLOOK       

 

Figure 10. Travel exports as a percentage of total services exports (above 50%) 

 
 

With the decrease in business and manufacturing activity as well as in merchandise trade,
14

 

reduced demand for associated services will naturally follow. For that reason, in the medium 

term, sectors such as transport services, other business services, goods-related services and 

construction services will join travel services in the downwards trend. As of 2019, manufacturing 

activity is already at its lowest level since the global financial crisis (Mutikani, 2019; Yao and Qiu, 

2019). As a consequence, large service-exporting nations such as China, India and Japan, as 

well as important transit hubs and territories like Singapore, Hong Kong, China, Turkey and the 

Russian Federation, are likely to start hurting soon. On the other hand, potential deferring of 

construction projects across the region is certain to adversely affect China, the Republic of Korea 

and the Russian Federation the most, since these remain the largest exporters in the sector. 

  

New developments in the region’s diplomacy are also emerging as downside risks to services 

trade. Most prominently, heightened tensions in the United States-China trade war, political 

unrest in Hong Kong, China (box 2) and the emergence of a Japan-Republic of Korea trade 

conflict have all hit the region’s commercial services exports prospects.  
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 See ESCAP (2019) for trends and outlook in merchandise trade. 
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Source: ESCAP calculation, based on statistics from WTO database (accessed October 2019). 
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Box 2. Hong Kong, China – political tensions reshaping finance,tourism and transport 

 
As the fifth-largest commercial services trading nation in Asia and the Pacific, Hong Kong, China is 

responsible for 7.4% and 4.7% of the region’s commercial services exports and imports, respectively. 

While its economy was already hurting from China’s weakening demand and United States-China 

trade war spill-overs, it is now also under the grip of political unrest and social upheaval. Since March 

2019, the island has suffered from ongoing protests, which have had sizable adverse impacts on 

tourism, retail sales and overall economic performance. In fact, the island has officially reported 

having entered into a technical recession after posting a 0.4% and 3.2% GDP contraction in the 

second and third quarters of this year, respectively (Lam, 2019).  

As of November 2019, Hong Kong, China recorded the worst drop in tourism in 16 years with a 4.8% 

and 40% decline in the number of arrivals in July and August, respectively (Chan Mo-po, 2019). Most 

notably, tourists from China – responsible for 77.6% of the economy’s travel services exports in 

2017 – have largely stopped visiting (Leung, 2019). Similarly, in August, the retail sector plunged by 

23% in what is now the worst drop ever recorded (Kwok and Siu, 2019), while the real estate sector 

suffered its worst month since 1996 in a worrying signal for financial services (Hammond, 2019). As 

investors appear to be postponing or diverting ventures from the island, this key industry could suffer 

heavy losses until stability and business confidence are restored.  

In the meantime, Singapore may benefit the most from redirected tourism, business and investment 

from Hong Kong, China. Indeed, in August, Singapore had already seen a 5% year on year growth in 

the number of Chinese tourists visiting, as well as an inflow of capital directly from Hong Kong, China 

of between $3 billion to $4 billion (The Economist, 2019). If political instability in Hong Kong, China 

lingers, the Asia-Pacific region’s services landscape could witness a substantial shift, particularly, in 

the field of financial services where 60% of regional trade occurs in Hong Kong, China and 

Singapore. On the other hand, domestically, other major ports and financial hubs such as Shanghai 

and Shenzhen may see their importance in China’s shipping and financial routes enhanced. Indeed, 

if socio-political unrest in Hong Kong, China lasts, plans to diversify trade and financial routes away 

from Hong Kong, China might be accelerated (Financial Times, 2019). 

 

Commercial services trade is expected to reflect the China-United States trade war. The dispute 

has evolved unpredictably throughout 2019, going from escalation to de-escalation and back 

twice during the year. As a result, merchandise trade has dampened between the two nations 

and so have transport services, other business services and goods-related services trade. 

However, in these sectors, the conflict is opening up opportunities for countries outside of tariff 

reach (Harding, 2019), with these expected to capture some of the foregone bilateral activity.  

 

Intraregional downside risks have also emerged from trade tensions between the second- and 

sixth-largest commercial services trading nations in the region – Japan and Republic of Korea, 

respectively. Since mid-August 2019, travel and transport services trade between these two 

countries have been adversely affected by a consumer-led boycotting of Japan enacted in 

Republic of Korea as response to export controls on the country’s microelectronics industry. 

These intraregional risks and uncertainties create further pressure on major regional economies 

and threaten economic growth, aggravating the already fragile business environment and 

hampering trade across Asia and the Pacific (Bremmer, 2019). 
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Last, imports in the region are contracting more than exports, contributing to a substantial 
narrowing of a persistent services trade deficit (figure 11).  However, decreasing imports of 
services are not always good, because services trade can also boost firm competitiveness by 
increasing manufacturing firms’ productivity (WTO, 2019c). The decrease in demand for services 
imports may be an indicator of worsening performance of regional value chains, which rely 
heavily on services as inputs for value creation. 
 

Figure 11. Commercial services exports and imports in Asia and the Pacific, 

 2014-2019 

 
Source: ESCAP calculation, based on statistics from WTO database (accessed October 2019). 

Notes: Exports and imports in 2019 are calculated based on the growth rates from January to June 2019. 

E stands for estimates.  
 

 

 

OUTLOOK 

 

Ultimately, as the global economic downturn deepens and political tensions linger, commercial 

services trade in Asia and the Pacific is set to face strong headwinds. The region will most likely 

be in concordance with the rest of the world, and record moderate trade growth in 2019. So far, 

services have been relatively resilient to the economic downturn, but the most recent outlook 

points towards a deceleration of growth during 2019, with all sectors reflecting the turbulent socio-

economic environment. 

 

Going into 2020, unfavourable conditions to commercial services trade are likely to persist and so 

is its sluggish performance. However, enabling factors will persist in the medium and long terms. 

Technological revolution and mega-trends of global and regional economies will continue to 

deepen the processes of servicification, digitalization, automation and robotization of the 

economies. In turn, these phenomena are set to generate a stronger demand for services, 

especially in ICT, research and development, and programming services. Ultimately, despite 

strong downward pressures in the near future, the long-term prospects for services trade in Asia 

and the Pacific continues bright. 
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