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Implications of the emergence of
China as a major trading partner

& China will stiffen regional export competition im
a broad spectrum of products.

¢ T'he size off China’s growing micrnal manket will
make 1t the langest [East Asian importer: oi [East

Asian goods, by 2015.

¢ Thus Chima mictposes 1selifbetween the rest oif
[Fast Asia and the U0 S -Japan market as an expoii
competitor and magnet or mpors:



The number of regional integration
agreements (RIAs) has proliferated ...

¢ Signing of Japan-Singapore iree trade agreement
m January 2002

& Agrecment between New: Zealand and Singapore
on a Closer Economic Partnenship (ANZSCEP).
Singapore isinegotiating an ETA with Ausiralia,
Canada, and MeExico.

¥ Japan=Koerea BIFANS bheimg negoiiacd
o ASEAN3 (ASEANITO; Japamn, China, Korea)



Figure 1. Trends i China & Hong Kong's Exports to
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Figure 2. Trends in China & Hong Kong's Imports from
Japan, Other East Asia, and the United States
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Figure 3. Trends in Japan's Exports to China & Hong
Kong, Other East Asia, and the United States
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Figure 4. Trends in Japan's Imports from China & Hong
Kong, Other East Asia, and the United States
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Scenarios

Global trade liberalization (GTL)
Northeast Asian Free Trade Area (NEAETA)
FTA among thet ASEANT-3 countries

U.S.-Japan-China irce trade — Aceelerating
bilateral phase=ims tor tmmisi by 2005

[0S, -China-Japan iiree; tradc with strong
complementanity:— Scenario 4 withr aceelerated
briatcral FDINGom the ULSE and Japan torChina
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Table 1. Effects on Equivalent Variation National Income
(Deviations from the baseline in 2015 in billions of 1997 US$)

GTL NEA | ASEAN| Trilat.| Trilat.

FTA +3 +FDI

U.S. 22.4 -3.3 -3.6 19:0 18.6
Japan 59.8 15729 24.1 56,7 62.6
China + HK 2912 2.3 -1.2 78.4 89,7
Korea 1906 14.1 11625 2.0 2.0
Tarwan 8.7 OrS =5.0 -3.2 =5 |
STngaponc 7.3 ~0.6 €9 -0.2 -0.2
O. ASEAN 2001 -4.5 1926 4.8 -4.7

)




Table 1 (continued)
(Deviations from the baseline in 2015 in billions of 1997 US$)

GTL NEA | ASEAN | Trilat.| Trilat.
KFTA 13 +EDI
Canada, 8.2 -0.2 -04 -1.6 -1.5
Aus-NZ
Westemm 75.5 |22 .8 4.4 4.9
IEUrepe
Rest of the 70.0 =29 -3.5 -12.0 =580
world:
Total SGrS 28.9 54.3 134.6 152.3
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Table 4. Effects on Bilateral Trade Flows
resulting from Trilateral Free Trade

(Deviations from the baseline in 2015 in $1997 billion)

[mporiers
EXPOTIETS. U.S.| Japan| China| E.Asia| ROW| Total
U.S. 57.5| 8&7.5| -12.8| -49.8| 82.4
Japan 1152 124.2, 211} -26.2( 88.1
ChmatHEKS | 79.6/  35.31|  27.4 .30 22,9 172.3
O. E.Asia S =27 =38L7 290 SN =504
ROW: SHONZN =620 =5131.2 -5.2.( -15.5| -75.3
Jiotal 7SS GO 62028 = stONNEsT . /| 235.1
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Why does Trilateralism look so much better
to China than other regional arrangements?

& Market size and economic diversity matter.

¢ An ETA that diverts China’s trade imto; smaller
regional markets (such as ASEAN) will occasion
adverse terms-oil-trade etiects tor China.

¥ By jomimmg waith the United  States and Japan;
China getsaceess, 1o mone diversiticd mport
demand and export supply than st available im
other Fast Asias
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Preliminary Conclusions

¢ The largest economies in the region have a strong
mcentive to take the lead m regional liberalization
mitiatives. For China and Japan, trilateral
liberalization dominates any: regional arrangements.

¢ Exactly how: this relationship would evolve in
terms of structunall adjustment, however, willnet be
clear until we conduct detanled sectoral analysis.

¥ I'he potcntialt gamsiwill berrealized only 1 the
implicd sectoral and extra-E1rA traderadjustments
ane politically icasible,
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