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Content

® Our CGE Model

® China’s WTO entry implies smaller world market shares for some
ASEAN countries

® Free Trade Arrangement (FTA) involving ASEAN and China
® FTA involving ASEAN plus Japan
® FTA involving ASEAN plus three (China, Japan, and Korea)

® Conclusion: There is a strong economic case for China and Japan
to support a more inclusive FTA in Asia
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Our Computable General Equilibrium Models

® Model design: 18 region, 26 sector computable general
equilibrium model

® Recursive dynamics, solves from 1998-2010 annually

® Linked to a macro-econometric model which provides baseline
macroeconomic forecasts

m Capable of forecasting and simulating the impact of policy
changes on trade, consumption, investment, employment, output
and prices at the aggregate and sectoral levels

® Policy effects are analysed by comparing the baseline scenario
and the FTA scenario
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Impact of China and Taiwan’s WTO Entry

® China and Taiwan’s WTO entry implies smaller market shares for
some ASEAN countries

CHINA: Impact of China and Taiwan's WTO Entry on Annual GDP Growth, 2002-2006
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Impact of China and Taiwan’s WTO Entry

® China and the US are the biggest gainers as a result of China’s

WTO entry, in terms of real purchasing power

Net Benefits of China's WTO Entry in Billions of 1997 USD, 2002-2006
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(Change in real purchasing power, in billions of 1997 USD)

Source: DB Global Markets Research
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Impact of China and Taiwan’s WTO Entry

® Winners and Losers in the Chinese industries

CHINA: Impact of WTO Entry on China’s Production, 2006
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Impact of China and Taiwan’s WTO Entry

® Change in share of world apparel market due to China’s WTO
entry, 2000-2010
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FTA involving ASEAN plus China

® China intends to provide assurance to ASEAN countries that its
rapid economic expansion and WTO entry will not be detrimental
to the ASEAN region, and China has the willingness to open up its
potentially vast market to ASEAN

m ASEAN, with disappointing growth performance within the region,
is looking to find additional engine for growth, including import
demand and investment opportunities from China

®m Singapore, in particular, sees limited prospects from its hinterland
and is increasingly interested in sharing the growth in China

m Strategically, further economic integration between ASEAN and
China will help increase China’s political influence in the region
and balance out the traditionally strong US and Japanese
presence
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New Growth Engine in Asia

[ | China is clearly the Contribution to GDP growth (1995-2001)-GDP weighted
single most
important engine for
Asia growth

m China

W Japan

W Korea

[ Taiwan

W Singapore
[ Other Asia

Source: DB Global Markets Research, CEIC
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ASEAN+China FTA Simulation

® Simulation assumptions

¢
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China and Taiwan’s WTO entry commitments will be used to construct the
baseline scenario

In the FTA scenario, all tariff and NTB barriers to trade among China, Hong
Kong, and ASEAN countries will be reduced to zero within ten years from
2003;

Trade barriers of ASEAN FTA members against other countries will remain
the same as today; and

China and Taiwan’s import barriers against non-FTA members will be
based on these WTO commitments

Policy implications will be derived from a comparison between the FTA
scenario and the baseline scenario.

Assume Hong Kong will be part of the China+ASEAN FTA, but Taiwan will
be excluded.
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Initial trade barriers

Trade Weighted Average Protection Rate by Region, 2002, Percent of c.i.f. Value

Hong Other Latin Rest of

China Kong Singapore Malaysia Thailand Philippine Indonisia Vietnam Japan Korea USA Taiwan India EU 15 OECD FSU America World

Land-intensive agriculture 23.7 0.0 0.0 22 11.3 13.5 1.4 22 540 813 03 1.3 14 1.0 1.5 13.0 11.9 16.0
Other agriculture 13.9 0.0 3.9 26.1 15.6 9.1 74 11.9 48 209 06 10.7 120 0.9 04 147 6.9 18.5
Processed agriculture 27.2 0.0 4.0 10.7 23.5 15.9 7.3 321 215 233 14 214 317 25 27 216 14.5 17.0
Food & agricultural average 241 0.0 3.9 131 19.3 14.5 44 27.0 238 454 11 13.5 184 1.9 2.0 19.7 12.5 17.0
Forestry& fishery 3.0 0.0 0.0 0.6 5.2 0.4 1.0 34 0.9 29 0.0 16.2 1.1 0.1 0.0 55 47 24
Oil and natural gas 0.1 0.0 0.0 24 0.0 0.2 2.0 na 0.0 45 0.2 6.0 233 0.0 0.0 0.6 5.6 24
Other mineral products 6.5 0.0 0.0 0.1 34 4.0 2.0 2.8 0.0 08 0.1 0.1 33 0.0 00 21 27 34
Paper & wood products 8.4 0.0 0.0 7.8 10.7 9.7 43 14.0 0.4 48 0.2 24 101 0.4 0.8 10.0 5.0 5.6
Resource based product average 5.3 0.0 0.0 5.1 2.3 2.7 2.9 13.0 0.2 39 02 41 176 0.2 05 34 5.0 4.0
Textile 16.1 0.0 0.0 13.7 22.5 12.6 13.7 26.5 1.3 65 23 6.4 26.9 0.9 34 119 7.6 7.8
Wearing apparel 20.6 0.0 0.0 13.5 204 171 16.4 19.2 7.3 46 7.0 124 19.0 5.0 6.9 21.5 7.8 7.9
Leather, shoes & sports goods 7.8 0.0 0.0 8.5 14.5 9.8 4.1 10.1 6.7 43 58 46 92 1.5 5.8 13.9 9.8 7.0
Other light manufactures 13.7 0.0 0.0 6.3 8.2 13.8 15.5 13.4 0.6 6.2 09 36 56 0.6 1.1 124 9.2 3.3
Labor-intensive product average 15.4 0.0 0.0 11.0 16.4 12.6 12.7 221 4.1 58 41 6.7 94 21 3.8 14.6 8.2 6.5
Chemical rubber plastic products 12.4 0.0 0.0 5.6 13.9 6.5 6.6 4.2 1.2 63 1.2 3.1 201 0.4 1.0 82 5.4 4.2
Petroleum products 6.9 0.0 0.0 5.5 5.7 2.6 2.0 15.5 0.3 54 04 69 14 0.8 0.1 49 44 9.6
Metals 9.2 0.0 0.0 3.8 8.2 6.1 5.1 2.2 0.6 31 11 25 164 0.4 0.6 8.0 6.0 4.9
Other mineral products 12.4 0.0 0.0 71 124 7.6 3.8 14.4 0.5 46 1.6 64 175 0.6 1.0 10.7 6.0 5.4
Metal products 9.3 0.0 0.0 10.3 18.4 9.7 9.0 10.2 0.5 6.1 1.2 71 267 0.6 1.7 10.8 6.5 6.0
Motor vehicles and parts 33.2 0.0 0.0 26.2 46.3 14.6 39.4 27.0 0.0 58 1.1 228 27.0 0.8 2.0 157 14.0 5.8
Other transport equipment 11.6 0.0 0.0 2.0 4.8 3.6 27 29.2 0.0 09 04 24 641 0.2 02 77 4.3 2.7
Electronic equipment 74 00 0.0 0.7 52 24 4.2 5.9 0.0 39 05 19 193 0.8 0.8 8.5 5.0 3.0
Other machinery 8.8 0.0 0.0 49 9.6 5.5 34 45 0.3 74 08 3.9 211 0.4 1.3 82 6.7 34
Capital-intensive product average 10.0 0.0 0.0 4.0 11.1 4.8 7.0 8.9 04 52 09 40 16.6 0.6 12 92 6.9 4.4
Trade & transportation services 14.0 0.0 0.0 5.2 5.2 5.2 6.9 0.0 206 81 9.0 51 135 9.4 7.2 201 6.2 20.0
Communication services 14.0 0.0 0.0 5.2 52 52 6.9 0.0 20.6 8.1 9.0 51 135 9.4 72 204 6.4 19.7
Financial service 14.0 0.0 0.0 5.2 52 52 6.9 0.0 20.6 8.1 9.0 51 135 9.4 7.2 19.9 6.3 19.7
Other traded services 14.0 0.0 0.0 52 52 52 6.9 0.0 206 85 9.0 51 135 9.4 7.2 201 6.6 19.8
Utility 29.6 0.0 0.0 17.8 17.8 17.8 9.6 0.0 299 288 99 205 617 185 245 541 26.3 29.3
Housing & construction 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Services average 15.0 0.0 0.0 5.2 55 5.8 6.9 0.0 212 83 90 56 139 10.0 7.7 242 7.3 201
Average 11.9 0.0 0.2 5.7 11.8 6.8 8.0 12.6 8.9 87 25 52 18.0 23 26 129 8.3 10.2
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Trade barriers in 2012

Trade Weighted Average Protection Rate Region, 2012, Percent of c.i.f. Value, ASEAN + China FTA

Hong Other Latin Rest of

China Kong Singapore Malaysia Thailand Philippine Indonisia Vietnam Japan Korea USA Taiwan India EU 15 OECD FSU America World

Land-intensive agriculture 19.05 0.00 0.00 1.84 8.50 10.96 0.51 210 5465 826 0.35 0.75 138 1.06 1.60 12.85 11.95 9.51
Other agriculture 432 0.00 2.46 3.14 8.15 5.29 3.99 398 474 923 0.61 6.65 517 0.89 0.36 14.76 4.68 6.37
Processed agriculture 6.13 0.00 2.40 4.79 14.06 9.13 2.83 1791 20.73 16.00 1.39 12.07 29.09 244 2.62 21.63 12.17 2.98
Food & agricultural average 10.17 0.00 2.33 3.58 11.67 9.01 1.88 14.47 2335 10.99 1.08 7.88 1281 186 1.90 19.56 10.40 5.54
Forestry& fishery 1.31  0.00 0.00 0.17 0.57 0.18 0.52 1.58 091 216 0.03 789 020 013 0.01 579 3.17 0.83
Oil and natural gas 0.06 0.00 0.00 2.41 0.00 0.00 1.58 na 0.00 448 0.19 5.73 22.77 0.00 0.02 0.65 5.54 2.1
Other mineral products 0.49 0.00 0.00 0.10 2.34 1.75 0.78 2,02 0.00 0.63 0.09 0.05 275 0.00 0.01 204 2.40 2.15
Paper & wood products 1.08 0.00 0.00 3.83 6.24 6.01 2.88 6.74 035 461 022 0.75 841 042 0.88 10.00 3.89 2.26
Resource based product average 0.68 0.00 0.00 2.53 1.1 1.41 1.91 6.32 0.16 3.79 0.20 3.06 1754 018 0.51 3.29 4.47 2.42
Textile 0.29 0.00 0.00 6.34 13.37 8.25 10.42 18.63 126 573 237 543 23.06 0.97 340 11.94 5.55 3.15
Wearing apparel 0.28 0.00 0.00 2.77 4.49 5.58 7.29 099 759 372 824 1127 1342 534 8.03 21.46 4.24 1.27
Leather, shoes & sports goods 0.13 0.00 0.00 1.45 6.56 3.94 3.12 6.94 659 329 579 367 864 160 6.30 14.17 713 0.92
Other light manufactures 1.01 0.00 0.00 2.93 4.26 5.43 6.05 562 063 5.81 0.90 207 291 060 1.23 1255 7.52 0.93
Labor-intensive product average 0.34 0.00 0.00 4.33 8.60 6.98 8.72 13.89 430 5.06 4.53 539 6.77 215 4.25 14.80 6.05 2.27
Chemical rubber plastic products 2.05 0.00 0.00 2.62 9.90 4.68 418 186 119 572 1.20 235 16.60 043 1.04 8.18 4.54 1.61
Petroleum products 221 0.00 0.00 0.23 3.02 1.48 0.19 405 030 528 0.39 597 022 081 0.15 4.86 3.77 6.97
Metals 1.33 0.00 0.00 2.75 6.59 478 3.85 131 061 213 1.05 063 732 0.38 062 8.00 5.35 2.70
Other mineral products 2.57 0.00 0.00 3.48 6.53 3.15 1.49 178 053 324 158 495 712 056 1.10 10.77 4.20 1.69
Metal products 1.96 0.00 0.00 5.20 11.75 5.83 5.01 467 038 528 1.16 555 2450 060 1.95 10.88 5.19 1.65
Motor vehicles and parts 1046 0.00 0.00 17.71 39.46 11.62 5.25 19.70 0.00 366 1.00 1453 1942 088 222 1573 12.46 1.06
Other transport equipment 2.93 0.00 0.00 0.63 2.94 217 1.15 1097 0.00 0.60 0.50 116 515 0.18 0.21 7.80 1.73 0.54
Electronic equipment 0.55 0.00 0.00 0.25 1.39 1.49 227 229 000 227 051 0.21 1751 085 0.89 875 4.17 0.76
Other machinery 1.84 0.00 0.00 2.78 6.71 3.91 2.59 118 033 7.21 0.73 239 2026 042 136 8.24 5.56 0.86
Capital-intensive product average 1.83 0.00 0.00 2.18 7.21 3.31 297 352 039 431 0.83 230 1153 057 129 9.29 5.90 1.94
Trade & transportation services 5.44 0.00 0.00 4.23 4.41 4.35 5.49 0.00 20.60 8.10 9.00 227 1350 940 7.23 20.12 6.22 19.98
Communication services 6.04 0.00 0.00 4.74 4.97 477 6.52 0.00 20.60 8.10 9.00 227 1350 940 7.20 20.40 6.36 19.74
Financial service 6.06 0.00 0.00 472 4.97 4.87 6.56 0.00 20.60 8.10 9.00 227 1350 940 7.20 19.87 6.29 19.74
Other traded services 5.92 0.00 0.00 4.43 4.48 4.56 5.79 0.00 20.60 8.49 9.00 227 1350 940 7.21 20.11 6.63 19.80
Utility 12.72 0.00 0.00 17.23 17.52 16.89 9.10 0.00 29.90 28.80 9.90 9.12 61.70 18.50 24.50 54.00 26.30 29.33
Housing & construction 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Services average 6.17 0.00 0.00 4.39 4.80 5.09 5.73 0.00 21.13 8.34 9.02 250 13.88 995 7.63 2454 7.25 20.07
Average 2.69 0.00 0.08 2.89 7.38 4.53 4.13 6.11 856 564 247 311 1423 226 271 12.46 6.97 5.71
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Impact of FTA (ASEAN+China) on growth

= All FTA members gain in terms of GDP growth from the FTA with
Singapore benefit the most, but Japan & Korea are a small losers

Impact of FTA (ASEAN+China) on GDP Growth, Cumulative 2003-2012
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Welfare gains and losses due to FTA (ASEAN+China)

® Must of these gains can be explained by the increase in exports to
member countries

Increase in Exports due to FTA, Cumulative 2002-2012
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Sectoral Implications of ASEAN+China FTA

Impact of ASEAN + China FTA: Percentage Changes of Production in Final Year, 2012

Hong Other Latin Rest of

China Kong Singapore Malaysia Thailand Philippine Indonisia Vietham Japan Korea USA Taiwan India EU 15 OECD FSU America World

Lnad-intensive agriculture 0.15 -0.47 4.24 0.85 -0.06 -0.54 0.10 1.63 0.08 0.21 0.05 0.03 -0.02 0.02 0.15 0.00 0.02 -0.02
Other agriculture 0.10 -0.13 1.45 0.32 0.77 0.31 0.05 0.51 0.03 -0.07 -0.03 -0.01 -0.02 0.00 -0.12 -0.02 -0.01 -0.02
Prpcessed agriculture 0.00 4.16 5.02 1.83 1.19 -0.59 0.19 090 0.02 -0.09 -0.02 -0.04 -0.12 -0.03 -0.11 -0.03 -0.03 -0.02
Forestry& fishery 0.14 -0.10 0.13 0.12 0.03 0.07 0.26 126 0.04 0.01 0.04 0.07 0.00 0.02 0.02 0.01 0.00 0.01
Oil and Natral Gas 0.02 0.56 0.67 0.15 0.10 0.78 0.09 0.85 0.11 0.07 0.07 0.01 0.02 0.07 0.08 0.03 0.05 0.07
Other mineral products 0.33 0.61 0.43 0.42 0.24 0.32 0.34 1.83 0.10 0.06 0.02 0.10 0.03 0.04 0.04 -0.02 0.04 -0.03
Paper & wood products 0.20 0.57 1.70 -0.08 -0.05 0.23 0.32 237 0.01 -0.04 0.01 0.00 -0.01 0.02 0.00 -0.01 0.00 0.00
Textile 045 0.07 5.07 2.64 0.35 2.75 2.49 9.97 -0.09 -0.17 -0.02 0.32 -0.04 -0.07 -0.23 0.06 0.00 -0.12
Wearing apparel 0.27 -1.79 0.55 2.97 1.73 7.38 2.19 19.55 -0.03 -0.07 -0.02 0.19 001 -0.16 -0.08 -0.10 0.00 -0.21
Leather, shoes & sports goods -0.32 0.72 3.36 33.38 -0.57 5.22 2.75 11.25 -0.07 -0.36 -0.17 0.11 043 044 -0.38 -0.38 0.17 0.1
Other light manufactures 029 0.93 -0.30 0.82 -0.55 0.1 -1.97 3.00 0.01 -0.23 0.05 0.06 -0.04 0.01 0.04 0.00 0.02 -0.07
Chemical rubber plastic products 0.33 1.59 4.26 1.31 0.25 1.13 1.06 439 0.00 -0.12 0.00 -0.03 -0.05 -0.01 -0.04 -0.05 -0.01 -0.05
Petroleum products 0.15 4.92 4.75 0.56 0.28 1.07 0.33 0.27 -0.05 -0.24 -0.01 0.13 -0.08 0.01 0.00 -0.03 0.00 -0.06
Metals 042 1.45 0.59 1.38 0.02 2.63 1.41 283 0.09 0.17 0.01 0.19 0.00 0.02 0.00 -0.03 0.01 -0.08
Other mineral products 0.28 0.25 0.42 -0.36 0.70 0.21 1.05 -2.46 -0.01 -0.11 0.01 0.07 -0.02 0.00 -0.03 -0.02 0.00 -0.02
Metal products 040 210 5.71 0.12 -0.30 -0.16 0.01 223 -0.04 -0.19 -0.02 0.05 -0.14 -0.03 -0.05 -0.04 -0.01 -0.03
Motor vehicles and parts 0.59 -0.98 3.78 1.52 -0.10 47.10 7.64 0.90 0.02 0.11 -0.01 0.13 -0.06 -0.03 -0.07 -0.08 -0.03 -0.09
Other transport equipment 0.16 -1.02 1.29 1.86 8.61 0.93 6.88 -11.42 0.06 -0.02 0.01 0.10 -0.05 -0.11 -0.04 -0.06 0.00 -0.13
Electronic equipment 0.37 -0.39 0.48 2.93 3.22 3.57 0.75 339 0.12 -0.27 0.18 0.16 0.16 -0.19 -0.31 0.14 025 020
Other machinery 041 151 2.87 2.69 2,90 411 2.56 270 -0.06 -0.17 -0.02 0.12 010 -0.05 -0.11 -0.07 -0.03 -0.09
Trade & transpotation services 0.23 0.20 0.68 0.64 0.30 0.19 0.40 3.79 0.00 0.04 0.01 0.00 -0.03 0.03 0.02 0.03 0.01 0.02
Comunication services 0.23 0.29 0.88 0.46 0.36 0.14 0.14 270 -0.01 -0.02 0.00 -0.02 -0.04 0.00 0.01 0.00 0.01 0.01
Financial service 023 0.25 0.67 0.63 0.36 -0.09 0.27 1.64 0.00 -0.05 0.00 -0.03 -0.03 0.01 0.01 0.01 0.01 0.01
Other traded services 0.19 0.22 0.13 0.10 0.42 1.09 0.07 -0.04 -0.01 -0.04 0.00 -0.03 -0.04 0.00 0.02 0.01 0.01 0.00
Utility 031 0.24 1.70 1.18 0.78 1.28 0.76 1.81 0.00 -0.05 0.00 -0.05 -0.04 0.00 0.00 -0.02 0.00 -0.02
Housing & construction 0.18 0.44 1.73 0.10 0.41 -0.15 0.68 -0.38 -0.01 -0.05 0.00 -0.05 -0.04 0.00 0.01 0.01 0.00 0.01
Total 024 0.32 1.31 1.28 0.94 1.15 0.63 222 -0.01 -0.06 0.00 -0.04 -0.04 -0.01 -0.01 -0.01 -0.01 -0.01
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Sectoral Implications of ASEAN+China FTA

Impact of ASEAN + China FTA: Changes in Net Trade in Billion 1997 US dollar, 2003-2012

Hong Other Latin Rest of

China Kong Singapore Malaysia Thailand Philippine Indonisia Vietham Japan Korea USA Taiwan India EU 15 OECD FSU America World

Land-intensive agriculture 0.23 -0.01 -0.06 -0.27 0.35 -0.01 -0.28 0.06 0.04 0.11 0.26 0.02 0.05 0.09 0.35 0.03 0.31 -0.12
Other agriculture 0.31 -0.07 0.17 -0.66 0.12 0.34 0.12 0.05 0.06 0.02 -0.24 0.01 0.08 0.18 -0.15 -0.01 035 -0.44
Processed agriculture 2.02 1.58 1.65 1.28 1.63 0.9 0.24 013 032 -0.12 -0.55 0.02 028 -111 073 0.14 -0.05 -0.89
Food & agricultural total -1.94 150 1.76 0.35 1.40 0.58 0.16 024 042 0.01 053 0.01 -0.15 -0.84 -0.53 -0.12 061 -145
Forestry& fishery -0.12 -0.03 -0.02 -0.08 -0.06 0.01 -0.01 0.02 0.03 0.02 0.04 0.01 0.04 0.06 0.04 0.02 0.02 -0.01
Oil and natural gas 0.29 -0.04 -3.00 -0.20 -0.12 0.16 -0.10 0.07 011 039 0.37 0.05 0.09 0.11 0.38 0.37 0.31 1.09
Other mineral products -0.21 -0.06 -0.07 -0.07 -0.04 0.1 -0.05 0.15 0.04 0.03 0.06 0.02 003 0.08 0.09 0.02 0.15 -0.06
Paper & wood products -0.51 0.08 0.00 -0.58 -0.40 0.16 0.18 0.06 027 0.09 0.27 0.05 0.04 049 0.00 -0.01 028 -0.14
Resource based product total -0.55 -0.05 -3.09 -0.93 -0.62 0.42 0.02 030 045 053 0.74 013 020 0.74 0.51 0.40 0.76 0.88
Textile 380 1.02 0.46 0.07 -0.45 0.47 0.51 -1.88 -0.11 -0.21 -1.33 -0.04 -004 -0.88 -1.10 0.10 0.90 -0.36
Wearing apparel 022 -1.20 0.12 0.32 0.95 1.38 0.89 253 0.14 -0.06 -3.95 0.00 0.07 -1.36 -0.41 -0.02 0.21 1.12
Leather, shoes & sports goods -1.18  -0.12 -0.05 0.25 -0.31 0.30 1.25 285 0.05 -0.17 -0.37 0.01 013 -146 -0.14 0.18 011 0.37
Other light manufactures 0.65 0.23 0.20 -0.26 -0.42 0.1 -0.33 0.02 013 -0.12 0.15 0.04 0.00 033 0.05 0.01 017 -0.28
Labor-intensive product total 3.05 -0.07 0.09 0.38 0.23 1.10 2.32 348 017 -0.56 -5.50 0.01 010 -3.37 -1.60 -0.09 1.17 0.11
Chemical rubber plastic products 012 0.52 1.79 -0.49 0.94 0.33 -0.05 -0.73 022 -0.03 0.14 0.17 0.02 025 -0.13 -0.10 048 -0.67
Petroleum products -1.49 -0.05 2.64 -0.16 -0.09 -0.01 -0.23 -0.15 -0.04 -0.35 0.16 0.03 003 011 0.03 -0.05 0.09 -0.41
Metals 024 -0.75 -1.73 -0.58 -0.66 0.25 0.03 -0.01 092 096 0.27 0.36 016 0.70 0.18 -0.05 055 -0.34
Other mineral products 0.67 -0.04 -0.30 -0.22 0.09 -0.08 0.11 032 0.02 -0.03 0.06 0.01 0.02 0.09 -0.03 -0.01 0.13 -0.16
Metal products 1.00 0.32 0.97 -0.51 -0.54 0.14 -0.22 0.11 -0.15 -0.19 0.13 0.00 -0.06 -0.11 -0.05 -0.03 012 -0.18
Motor vehicles and parts 0.80 -0.32 0.08 0.02 -1.40 1.02 0.70 -0.17 051 0.78 -0.39 0.10 -0.03 -1.04 -0.50 -0.19 0.73 -0.70
Other transport equipment -0.12 -0.10 -0.47 0.13 1.24 -0.09 0.31 036 011 0.05 0.12 0.07 -0.01 -0.56 -0.06 -0.05 0.14 -0.37
Electronic equipment 094 -0.92 -0.83 9.40 3.07 2.38 0.10 0.06 -1.98 -1.12 4.03 0.60 -0.07 432 -0.66 023 -0.40 -0.78
Other machinery 282 122 3.54 -1.58 0.07 0.57 -0.54 024 059 -0.30 -0.71 0.05 013 -199 048 -0.28 086 -1.07
Capital-intensive product total 474 -0.12 5.69 6.01 0.84 1.93 0.21 2.03 098 -0.23 451 0.03 -0.07 6.87 -1.70 -0.99 270 468
Trade & transportation services 0.89 -3.30 -3.01 -0.88 -0.44 -0.06 -0.46 026 112 039 205 0.18 0.16 260 043 0.21 0.98 0.66
Communication services 0.05 -0.04 -0.04 -0.01 -0.01 0.00 -0.02 0.00 0.04 0.03 0.06 0.01 0.00 0.02 0.00 -0.01 0.05 -0.05
Financial service 0.12 0.13 -0.63 -0.03 -0.08 0.01 -0.05 0.00 0.17 0.06 0.22 0.03 0.02 039 0.04 0.02 0.17  -0.09
Other traded services 041 -0.56 4.97 -1.14 -0.05 1.48 -1.13 0.14 059 050 1.75 0.18 0.14 3.12 049 0.17 0.56 -0.87
Utility 0.01 -0.03 -0.05 0.00 -0.01 0.00 0.00 0.00 0.00 0.00 0.02 0.00 0.00 0.05 0.01 -0.01 0.04 -0.03
Housing & construction 0.05 -0.01 -0.01 0.00 0.00 0.00 0.00 0.03 0.09 0.00 0.01 0.01 0.00 -0.02 0.00 -0.01 0.01  -0.06
Services total -1.51  4.07 8.71 -2.06 -0.59 1.41 -1.66 043 2.01 098 4.11 041 032 6.16 0.97 0.37 1.81 044
Total 3.81 -2.80 4.28 3.74 0.80 3.42 0.73 242 176 0.72 -5.66 056 021 4.16 -2.33 0.43 7.07 558
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Comparison of Three FTA proposals

Welfare Changes due to FTAs

China Japan Korea
Additional GDP Growth, 2002-2012, Accumulated
China-ASEAN FTA 0.37 -0.02 -0.11
Japan-ASEAN FTA -0.06 0.08 0.17
ASEAN + China, Japan & Korea 0.66 0.11 0.93
ASEAN + China, Japan & Korea + USA 0.85 0.16 0.93
Additional Real Export Growth Rate, %, 2002-2012, Accumulated
China-ASEAN FTA 1.58 -0.03 -0.18
Japan-ASEAN FTA 0.17 1.13 -0.22
ASEAN + China, Japan & Korea 3.56 2.66 5.38
ASEAN + China, Japan & Korea + USA 5.94 5.31 7.21
Changes of Real Purchasing Power (EV) from Baseline, Billion US dollars, 2003-2012
China-ASEAN FTA 36.64 -4.77 -2.60
Japan-ASEAN FTA -3.08 22,94 -4.14
ASEAN + China, Japan & Korea 37.93 38.97 29.51
ASEAN + China, Japan & Korea + USA 73.89 83.00 46.47
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Conclusions

m ASEAN+China benefits all its members but Japan and Korea are
losers

m ASEAN+Japan benefits Japan at the expense of China and Korea

® Under ASEAN+Three FTA, all members gain more than the FTA
proposals with more limited memberships, as it offers a substantially
larger market for all members. In other words, ASEAN plus three
should be a Pareto improvement for China, Japan, and Korea

m These FTAs will lead to an increase in intra-regional trade and
reduced inter-regional trade, but total world trade and welfare will
rise

m At the sectoral level, China will import more capital and land
intensive products and export more labor intensive goods to its FTA
partners
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