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I. Asia in the World Economy (1)
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Brazil10
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U.K.5
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Germany3

Japan2

U.S.1

CountryRank

*Excluding HK SAR and Macau, ** IMF staff estimates
Source: IMF, World Economic Outlook Database, September 2006
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I. Asia in the World Economy (2)
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Asian Countries, Then and Now
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II. Engines for Global Growth
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Source: IMF, F&D, June 2006, Vol. 43, No.2.
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III. Asia’s Share of World Exports
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Source: IMF, F&D, June 2006, Vol. 43, No.2.
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IV. Foreign Exchange Reserves
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Source: IMF, F&D, June 2006, Vol. 43, No.2.

As of end-2005►Over US$ 2.5 trillion
Japan ($ 847 bill.) + China ($819 bill.) + Taiwan ($ 253 bill.) + Korea($ 210 bill.)+ …
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Region’s Weak Domestic Demand

V. Challenges for Asia (1)
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Export-dependent Growth
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Prolonged Investment Decline
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Increase in Perceived Risk

Source: IMF, APDCORE database; and staff calculations

20

25

30

35

1988 1990 1992 1994 1996 1998 2000 2002 2004

20

25

30

35

Gross national saving

Gross capital
formation

Emerging Asia Excluding China:
Saving & Investment

(In percent of GDP)

Source: IMF, F&D, June 2006, “Asia’s Investment Puzzle”

V. Challenges for Asia (2)
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Soaring Aging PopulationsFalling Governance Rankings

Source: IMF, F&D, June 2006, “Asia’s Investment Puzzle” Source: IMF, F&D, June 2006, “Asia’s Role in the World Economy”

V. Challenges for Asia (3)
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VI. Can Asia’s Growth be Sustained? (1)

What Can Be Done to Strengthen Domestic Demand?

- The role of macroeconomic policies is limited
Public debt in many cases remains high
Monetary policy needs to continue to keep a close eye on inflation

- So countries will need to rely on structural reform
Promoting investor-friendly environment
Reforming financial systems

How to Transform from Factor Input into Productivity-driven
Growth
- Human capital accumulation
- Technological progress

Asia Business Conference 2007 at Harvard Business School
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Regional and Global Integration as a Driving Force for
Inducing Competition and Innovation

- Promoting regional integration

- So far, remarkable progress in trade integration
Intra-regional trade (in percent of total trade):
around 20 % (1980)→ above 40 % (2004)

- But regional financial integration is still at an early stage
Underdeveloped capital markets
Low share of foreign equity in a country’s equity portfolio with the
exception of Taiwan and Singapore

VI. Can Asia’s Growth be Sustained? (2)
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Dealing with Increasing Economic and Social Disparities
- Declining labor’s share of national income

Labor income share of industrial countries:
57 % in 1976-1980→ 51 % in 1996-2000 (OECD, Structural Analysis
Database)

- Consequence of globalization and intensifying competition

How to Foster Growth-enhancing Environment

- Role of institution
Well-defined property rights, enforcement of contracts, independent
judiciary system, etc.

VI. Can Asia’s Growth be Sustained? (3)
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VII. Recap

Reinventing
Asia as

Sustainable
Economy

As-Is ChallengesTo-Be
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Asia’s Significant
Share of World GDP

Engines for
Global Growth

Asia’s Share of
World Exports

Rising Foreign
Reserve Holdings

Region’s Weak
Domestic Demand

Growth Heavily
Dependent on Export

Prolonged
Investment Decline

Increase in Perceived
Risk & Falling
Governance Rankings

Aging Populations &
Increasing Disparities

The Role of Next
Generation Leaders

?
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VII. Conclusion

 Opportunities
 Asia’s weight in the world economy is growing
 Needs of more economic/financial and political cooperation at

both global and regional level
 Demands for leading players in the region as Asia is more

integrated into the world economy

 Responsibilities
 Quality of growth matters for sustained growth
 Asia’s sustained growth affects not only the region but the world

economy as well
 Next generation leaders should be responsible for the region’s

sounder development for its sustained growth

Asia Business Conference 2007 at Harvard Business School

Reinventing Asia as Sustainable Economy and the Role of
Next Generation Leaders: Opportunities & Responsibilities



Thank You !
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