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ASEAN-6 countries

Brunei Darussalam 1.0 2.4 2.3 -
Indonesia 6.2 6.1 6.0 5.1
Malaysia 5.6 5.3 5.1 5.5
Philippines 6.8 5.9 5.8 4.9
Singapore 1.3 3.1 3.3 6.4
Thailand 6.5 5.3 4.9 5.1
CLIVIV countries

Cambodia 7.2 7.1 6.8 9.6
Lao PDR 7-9 7.5 7.7 6.8
Myanmar - 7.0 6.8 -
Vietnam 5.2 6.0 5.4 7.6
Average of ASEAN 10 5.5(*) 5.6 5.4 5.5(")
2 large economies in Emerging

Asia

China 7.7 7.5 7.7 10.5
India 3.7 6.1 5.9 7.1
Average of Emerging Asia 6.4 6.9 6.9 8.6

Source: OECD Development Centre, MPF-2014.

Notes: Emerging Asia includes ASEAN 10 countries plus China and India but excludes Myanmar, Brunei
Darussalam.



Emerging Asia is projected to grow by 6.9% ——
ASEAN group (10) will grow by 5.4% & ASEAN (6) by 6.0%
In 2013, China (7.7% ) and India (5.9%) achieved moderate growth

Projections for Indonesia would be (6.0%) , Philippines (5.8%), Cambodia (7.0%), Lao
PDR (7.7%), Myanmar (7.0%) and Vietnam (5.4%)

Malaysia and Thailand will grow by 5.1% and 4.9%
Singapore is projected to grow by 3.3%

Outside ASEAN, Sri Lanka is projected to grow by 7.0% -7.5% in the same period



Investment in Emerging ASM

In South East Asia (SEA), Indonesia and the Philippines will continue to demand

investment funds for infrastructure projects
Investment growth in China and India is expected to be relatively low

Markets are likely to be less liquid in 2014 than 2012 — 2013, but Japan, Korea,

Taiwan and Singapore will attract investments

Some SEA countries have relaxed exchange control procedures and opened up

domestic capital markets (Sri Lanka)



budget deficits

New rich middle classes in China and India will invest in emerging SEA
Tapering off of quantitative easing (QE) in USA will adversely impact on flow of funds to Asia

« 22 currencies plunged to historically low levels (Indian Rupee and Indonesian Rupiah in particular)

in Q3 of 2013 with the announcement
* During 22-29 January 2014 emerging markets lost equity worth of US $ 6.3 bn
» The gradual reduction of the QE will reduce liquidity availability in emerging Asia
New rich middle classes in China and India will invest in emerging SEA

Asian Bond market will support Asia’s growth through issuance of local and foreign currency

denominated sovereign bonds

Global banks/funds will provide loans to emerging Asia and continue to invest in short term financial

instruments (T-bills and Bonds)

The corporates/banks have begun to borrow term capital from global banks directly and through

international capital markets



productivity; some countries (Malaysia an
middle income levels e
There is no clear benchmark to clearly identify MIT, but it is believed that MIT

could happen at per capita US $ 4000-5000 (at the lower end) and US $
10000-11000 or US $ 15000-16000 (at a higher end)
Japan, Korea and Singapore have managed to move out of MIT
Emerging South Asian countries (Sri Lanka and Bangladesh) are attempting to
pass through MIT by focusing attention on:

* Macro-prudential indicators

» Financial inclusion and education

» Helping SMEs to avoid stagnation
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Upper Middle
Income

Lower
Middle
Income

High Income

) SriLanka Thailand Chile  Rep.of

m- (3,282 (5.210) Africa (9,820) (14,310) Korea (80,070)  1(104,590)
230) |ngia Philippines (7,610) (22,670) Norway
(1,580)  (2,500) (98,860)

World Bank Categorisation:
2012 GNI per capita, calculated based on World Bank Atlas method

* Estimate for 2013




Financial institutions to be capable and operate as comme
Financial instruments and services to be developed to meet the needs of SMEs,
growing middle class, ageing populations, rural households and other underserved
segments

Regulatory and supervisory systems to be capable of containing risks and avoid
financial system instability

Domestic financial systems to accommodate growing linkages to regional and
international financial markets

Emerging Asia to focus on enhancing financial inclusion, financial
education/literacy and access to finance to protect SMEs from internal and external
vulnerabilities

Encourage regional and private equity funds to be set up to assist SMEs in emerging

Asia



reducing poverty, \
’

developing manufacturing,

investing in partnerships and business clients, and

developing agency links between investors and entrepreneurs
Government policies will be crucial:

* in determining the success of the middle-income Asian countries

» in focusing on re-orienting industrial structures aiming to enhance access to

finance and financial inclusion

It is imperative to develop institutional structures, legal and regulatory
frameworks, corporate governance practices to ease up doing business and reduce
barriers to SMEs.
It is necessary to improve access to education and finance while strengthening

links between academic/research institutions and industry




To move towards middle income levels \
‘

* To promote SMEs to move beyond MIT
= Basel III will adversely impact on the composition of credit markets and force banks
to raise capital even at high costs
= Basel III insists on minimizing banking risks and maintaining quality credit
» Asian regulators should balance between international financial regulation(Basle III)

and real sector needs in their respective economies



