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APEC Economic Committee Second Plenary Meeting
Draft Agenda (as of 29 May 2012)
May 30-31, 2012, Kazan, Russia

Key Objectives of EC2 Plenary:
« Review progress in the CPLG and FoTC work plans and consider prospective activities
« Discuss issues surrounding International Financial Reporting Standards
« Discuss progress on the APEC Economic Policy Report (AEPR) _

Day 1: May 30, 2012 Start; 09:00

1. Friends of the Chair (FOTC) Group Meetings

FOTC coordinators are encouraged to schedule meetings for their groups dunng the:morning
to discuss work plans, ongoing projects, and exchange ideas for how the FOTC can take
forward EC work. Chairs should confer on meeting times to avoid scheduling conflicts.

¢ 9:00 am - Competition Policy (Australia, Mr. Clayten Harrington)

s  9:20 am - Corporaie E'.'aw__an'd- Governance (Viet Nam, Mr. Nguyen Anh Duong)

e 9:40 am - Ease of Doing Business {United States, Daniel Miller)

« 10:20 am - Regulatory Reform (Japan, Mr. Nobuo Kiriyamaj)

Plenary Session Convenes 11:00

2, interim Chair's Weicome
3. Adoptlon of the EC2 Plenary Agenda (doc O‘I)
4, Updates from the APEC Secretarlat

s 2012 Project Approval Procéss and Timeline (Myung- hee Yoo) (doc 03)
« . Secretariat Report on Key. Developments (Myung-hee Yoo) (doc 04)
»  Policy Support Unit \Nork (Denls Hew} (doc 05)

5, Updates from CPLG and FOTCs : SR
» Competition Policy and Law Group (Japan Mr Yukman Suglyama) {doc 06, 07 &
08)

» Competition Policy (Austraha C!ayton Hamngton) (doc 09) S
« Corporate Law and Governance (Viet Nam, Nguyen Anh Duong (doc 10)
o Lessons Learned from the Financial Crisis 'for_ Corporate Govemance and
Law: Roles and Duties of the Enforcement Bodies.on: Corporate
Governance Compliance (Chmese: ipei; Dr_Ch_ou Shl Hao) (doc 11)
» FEase of Doing Business (United States; Damet Mi!ier) (:oc 12.13 & 14
» Public Sector Governance (Chinese Talpea Prof Tsa;—Tsu SU doc 15)
« Regulatory Reform (Japan, Nobuo Kiriyama) (doc 16) . :
o “Regulatory Reform — Case Studies’ on Green 1nvestments" (PSU
Carios Kuriyama) (doc 17) R :

Lunch

6. Policy Discussion: International Financial Reporting Standards (IFRS) (doc 18)

o Moderator (Nguyen Anh Duong, Viet Nam)

e Introduction (ABAC, Mr. Vladimir Androsik)

e Panel 1: Specific Issues in IFRS Implementation and Impact of IFRS on
Economic and Management Environments: Lease Accounting, Revenue
Recognition, and Insurance Contracts (Doug Barnert, Executive Director Group of

 North American Insurance Enterprises, Yoshihiro Watanabe, Advisor, The Bank

5 of Tokyo-Mitsubishi UFJ, Ltd.(doc 21a), Tom Clark, Vice President, Government

ReEatlons Asia, General Electric International Inc. )

w Panet 2: Overview and Chailenges of IFRS Implementation (Nobtyuki

leatsuka quector M:ntstry of Economy Trade and lndustry {Japan) (doc 21),

APEC New Strategy for Structural Reform (ANSSR)

o Russian Federation proposal on ANSSR implementation, reporting and
monitoring (Russia, Julia Lavrinenko) (doc 23 & 24)

Waite)
» Update on Macro-level workshop (TATF, Torie Waite)

 Development of Innovation Cooperation in APEC (Russia, Maksim Romanov/Grigoriy
E'Senchenya) {doc 25}

_ Dinner for EC members hosted by the Russian Federation

ay 2; May 31, 2012 Start: 09:00

Overview of Activities#tross APEC Fora

¢ Committee on Trade and Investment (CTI, Ms Monica Contreras) (TBC)
= APEC Business Advisory Council (ABAC) (doc 28)

e Pacific Economic Cooperation Council (PECC, Mr. Eduardo P/edrosa)

APEC Economy Trends Analysis Report (PSU, Le Quynh Thai) (doc 28)

APEC Economic Policy Report {AEPR) Pfanning Session
» AEPR 2012
o TATF Report on Progress (TATF, Torie Waite)
o P8U Report (PSU, Carlos Kuriyama) (doc 29)
« AEPR 2013
o Public Sector Governance (Chinese Taipei, Tsai-Tsu SU } (doc 30)
o Structure of Rsport
+ AEPR 2014
o Thoughts for next AEPR (EC Chair)

EC Chair and Vice-Chair Elections (EC Chair) (doc 31)

Good Regulatory Practices - ...~

s GRP roundtable- updates from economzes

« GRP Survey Results. (Unlted States, Alex Hunt) (doc 32)

s "Enhancing Regulatory impact Analysus within APEC" (Australia, Clayton
Harrington) '

Good Regulatory Practlces Onime Database {Russia, Vadim Zhwulm) {doc 34

and doc 34a) ;

*Non- Dtscrlmmatoi’y Access to Al!’ Sea and Ground Transportatlon Infrastructure”
[(Russia, Andrey Yunak) (doc 35)

Other Business
Classification of Documerits (doc 00) ©~
Chair s Closing Remarks : '

Cultural Event - Clty Bus Tour (2-2 5 hours)

+ Update on Micro-level workshop {Australia, Clayton Harrington and TATF, Torie
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- Draft

Proposal for a 2013 ANSSR Mid-Term Progress Report and development of a Reporting
- Mechanism

lntroductlon

APEC’s work program, APEC’s structural reform agenda supplements the efforts on liberalization and
facilitation of trade and investment by reducmg the barriers (e.g., tariffs, non-tariff restrictions)
obstructlng access {o markets across the region Successiul rmplementatron of structural reform may
result in s:gnrfrcent benefits to APEC economies, including regional economic liberalization, as well as
increased economic efficiency and effectiveness, improved institutional frameworks, regulations, and
government policies that foster an economic envrronment that supports more open, well-functioning,
and efficient markets. : :

Background

The APEC New Strategy for Structural Reform (ANSSR) was adopted in Yokohama, Japan in 2010
to identify and implement structural reform in the Asia-Pacific region that will promote open, well-
functioning, transparent and competitive markets; better functioning and effectively regulated-
financial markets; labor market opportunities;: tralnlng, ‘and: education; sustained small- and medium-
enterprise (SME}, deve!opment and enhanced opportunities for women and vulnerable populations;
and effective and fiscally sustainable social safety net programs. In 2011, economies identified their
structural reform prlorstles as well as the objectlves pollces and approaches they erI use to measure
progress through 2015 : _ R S

Proposal -

A number of capamty burldlng workshops focused.on the development of ANSSR plans and selectaon
of relevant quantitative and qualitative assessment instruments occurred during 2011. The economies
have repeatedly stressed the importance of such 'capac'nt'y building activities for supportirig effective
and consistent implementation of structural reform. In this regard it is important to continue active
dialogue among APEC economies concemlng best praotlces" and effectrve |mptementat|on of

individual ANSSR ptans

On this basis we propose a mid-term progress report of mdr economles ANSSR plans in 2013,
This proposed mid-term progress report would allow economies to highlight accomptrshments in
implementing structural reform priorities and will enable economies to frack progress towards

- achieving their stated objectives of implementing 'st'r'u:ctu'ral;fref byt _ 'of the ANSSR process
in 2015. The 2013 mid-term progress report will also asaet ec more efforts
are needed. :

To support economies ahead of a mid-term progress report we pose developrng a reportmg
template during 2012. The proposed template will develop a basic framework for reporting on
progress but will be flexible enough to take into account the dlfferent qualltatlve ‘and quantitative
indicators selected by economies. S

Suggested Action Plan for Implementing the Proposal

o EC1, SOM1, February, 2012, Moscow, Russia
To discuss with ali APEC economies the above initiative -
o Intersessionally
.. .To begin developing a template inclusive of comments from APEC economies and with support
o fromithe PSU.
EC2, May 2012, Kazan
OEf[nallse and endorse reporting template
SOM2, MRT, May 2012, Kazan
T 'ndorse‘ a template and to approve that APEC economies will report on progress in 2013 on
ptans 1mptementatron on the basis of the endorsed template

Le'éso'ns' Learned from the Financial Crisis for Corporate

- Governance and Law: Roles and Duties of the
- Enforcement Bodies on Corporate Governance

- Compliance (X % 5% ¢ 2012/SOM2/EC/011)
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L. Singapore 7 CBE
2, Hong Kong 65 59 -
3, Japan 57 L
= 4, Taiwan 55 50 .
= 4, Thailand 5 56
6. Malaysia 52 49
= 7. Inda 49 46
=7, China 4y 47
9, Korea 45 43
10. Indonesla 40 39
11. Philippines 37 - 35
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« Hold roundtable forum at 2013 EC2
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« Present the final report at 2014 ECL

/Z.

chE
-

Sl
e

2012/6/1



Annex B2
Page1of2

APEC SEILF-FUNDED PROJECT INFORMATION

Project numher: Date received by Seoretariat: e

Name of CommitteeﬂNorkmg Group Eoonomtc Commlﬁee { Corpora’ce Law and Govsmance FotC

Title of Pro;ect Lessons from the Finanoral Crnsxs for Cor]oorate Governance and Law Roles and
Duties of the Enforcement Bod 95 on Corporate Govemance Impiementataon .

Proposmg APEC Economy Chinese Ta:pe{

Co-sponsoﬂng APEC Economy(:es)

Date Approved hy Workmg Group

Dr. Shi-Hao Chou
Vice President: :
Carporate Communications Department
Taiwian Stock Exchange (M) :

Tel: 88628101 3323
Fax:: 886 2 81 01 3324
Emali bert twse com tw

Postal address:- G
40F, Taipei 101 Tower, No. 7, Seo 5, meq
Talwan 11049

Total cost of seif-fundmg nus $ TBD

Type of F'roject -
7] Seminarfsymposium ['_'} Short-term trammg course l Survey or analysls and research
[] Database/website [ Workshop {1 Other (pls specufy)

Project_end'ciate February 2014

Projeot start date! June 2012

‘Brief description of Project : i

The Enforcement’ Bodies (EB), mc!udmg regulators
accountants;’ oonsu!tlng firms and listing’ company audt
complyifig with, supervising, reportlng on, and: ensuring goo
each APEC etonomy are differsnt since: thenr Tule
implementation are varied. Understanding the operaimg models used |
help each country to desigh @ better system. :

di erent' j'unsd:cnons coutd

This project will survey the APEC memibers wzth respectito he_ oles’ and_ esponmbmtles of EB in
corporate governance tmp]ementatlon 8 :

Relevance: .
Financial crisis has led the concems over issues of corporate governance, and a plethera of

research, such as the reports of OECD, has provided recommendahons on establishing new
principles since 2008, However, robust corporate governance of companies shoutd not only rely on
setting rules and pnno:p[os but also on the methods of compiaance enforced by companies.

Objectlves. '

| | The key objectives of this APEC member project are to gain a better understanding of EB

|| operationis. Members may benefit from the experience of others and there will be an analysis of
o _CG lmplementation wsth:n each ]unsdtotlon with regards, at the very least, to the following areas:

Annex B2
Page2of 2

“det ied repart of survey findings will be submlﬂed at the 2013 APEC meeting in Indonesia.
ltaneously, a half-day roundtable forum will be held to collect feedback from APEC members,
with a final report being rendered to APEC at the EC1, in 2014,

Sighature of Project Overseer:

(2/05/.3
eparate wriiteh confirmation accepiable for email submission) Date:

Signature of Committee Chal/WG Lead Shepherd: . (Nof applicable io Progress Report and
valuation Report)

fSeparafe written confirmation acceptable for emall submission) Date:
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2013 APEC Economic Policy Report on Promoting Fiscal Transparency and Public
Accountability: Draft Structure and IERs Template

Proposed by Chinese Taipei and Indonesia

2012 APEC Economic Committee Meeting 2
Kazan, Russia

Structure of the APEC Economic Policy Report (AE_Pﬁ)

As discussed at the first Economic Committee méeting (EC1/2012) in Moscow, the theme of 2013
AEPR will focus on one of the five priority areas of the Public Sector Governance FotC Group.
Following the discussion, Chinese Taipei has held an email survey in March 2012 and most
economies replied their preferences on "Promoting Fistal Transparency and Public Accountability” as
the theme of 2013 AEPR. According to the survey result, Chinese Taipei and the host Economy of
2013 APEC, Indonesia, prepared a draft structure for 2013 AEPR. The three main parts of the report
are as follow. Annex 1 provides a detailed draft outlme for Part! and Part 2.

>  Part 17 Introduction and an overv;ewﬁ" fAPECs progress on promoting fiscal transparency
and pubhc accountablllty (prepared by Ch;nese Taipei);

'transparency and pubhc accountabllity {prepared by

> Part 2 Key elements of frscai_
Indonesra) : S

>  Part 3 Indmdual Economy Reports (IERs) on promotmg fi scal transparency and public
accolntability (provided by mdr\ndual economres coordinated by the EC Charrs oﬁ‘lce and
synthesuzed by Chmese Talper) i SRR

Each econo’my is asked ‘o provide an IER with p roxrmately 5~8 pages of text (r e.in addrtron to the
text of the template) on the key fiscal transparency developments in your economy; in particufar,

economies are invited to describe initiativés that your.economy has undertaken during the past five
years or plans to uridertake to enhance the degree offiscal transparency

To encourage ‘a cfegree of consistency and facalltate col parasons among economies, Annex 2
provides a suggested template for the preparatlon of IER: Please-“respond to questions listed on the
template as fully as possible and display your responses in [talics. Since the template is intended
to be suggestive rather than prescriptive, modrflcatuons tha_ _eas:er-to present information
about your economy are welcome. . ' S

Response Deadline

The deadline for submissicns of the [ER is: A
+ 1TBD

This is necessary for |ERs to appear in Part 3 of the AEPR. Ple_ése submit your IER or any gueries to
Ms. Sunny WU (kiwu@rdec.gov.tw) and Ms. LIN (cclin@rdec.gov.tw).

1¢ ft_'du'tiine of Part 1 and Part 2 for 2013 AEPR on Promoting F‘iscal Transparency

Definitions .of fiscal transparency
: nkages between fiscal transparency and public accountability

Why Do We Need to Enhance Fiscal Transparency?
Worldwide financial crises since late 1990s

*Fl_scal transparency and sound financial management
nternational initiatives

rom__o'i'ing' Fiscal Transparency in APEC Economies
Historical review on dialogues and efforts to promote fiscal transparency
ey trends in the development of fiscal transparency

I'_,l'l;{f].l‘.e Challenges in Promoting Fiscal Transparency and Accountability

A _ 'Overwew of the Scope of Fiscal Transparency

Clar.-ty of Roles and Responsibilities
.- The scope of government (including relation between central and local government)
2. The framework for fiscal management; clear and open legal, regu!atory and administrative
. framework
3. Leadership challenges

_Open Budget Processes

Sound budget preparation. compliance with a concrefe timetable and well-defined
macroeconomic and fiscal policy objectives

2. Clear Procedures for Budget Execution, monitoring, and reporting

Public Avallability of Fiscal Information
1. Adequate and relevant fiscal information to the public : information on the past, current, and
future fiscal aclivities, and on critical fiscal risk

2. Fiscal Information as a means to the ends of accountability
- 3. Issues related to Extractive Industry Transparency

.. Assurance of Integrity

1. Controf and data gquality
2. Internal control and Risk Management
3. External scrutiny




Annex 2. Template for Individual Economy Reports on
Promoting Fiscal Transparency and Public Accountability

>3>: Developments in Promotir_tg'Fiscal Transparency and Public
Accountablhty . )

Section 1. Budget Institutions and Fiscal Performance

General Budget Institutions: Please provide information on your economys budget institutions,
including: (1) annual budget process, (2) budget law and regulations associated with government’s
fiscal activities, (3) ministries/agencies résponsible for budgetary decisions ‘and’budget operations,
and institutions overseeing budget process: (e.g. Legrslatures and Supreme Audit Institutions). An
outline (chartlgraphic) of the relationships between agencies would be useful for our attempt to make
international compansons Further, a bnef d:scussron on your economy’s fiscal picture and fiscal
performance is also expected. :

Section 2. Assessing Fiscal Transparency and Accountability -

Fiscal transparency is increasingly acknowledged in facilitating good governance worldwide. It
strengthens. public accountability by incorporating citizens’ oversight on government's fiscal behavior
and thus holding government accountable:for its: policy outcome. Good governance will in turn spur
high-quiality economic growth by’ fostering entrepreneunal spirits that ‘nurture innovatiori-and enhance
fong-term’ economic competitiveness. Besides, international capital markets also exhibit preference to
economies with better performance of fiscal. transparency, which léad: to sustainable ecoriomic growth
and prosperity. Hence, international orgamzatlons such as APEC; OECD and “IMF ‘have been
endeavoring efforts to promote ﬂscal transparency. and foster accountablhty m both emergmg markets
and advanced economies. 8
In the following paragraphs, we employ generat.pnncrptes of fiscal transparency and accountabmty
established by OECD and IMF and transform them into diagnosis format for APEC economies o self-
examine their lnstltutlonal arrangements and ‘performances’ of frscal transparency.

1. Open Budget Processes -
Budget is the single most 1mportant pohcy_. document: of . govemments To. hold government
accountable to the public, budget preparation;. execution and: reporttng should be undertaken in an
open manner. Please desctibe the budget process m’_. our IER and focus on addressmg, but not
limited, to the following points: : :
. Does the budget preparation follow an’ estabilshe “timetabl

legislature adequate time to review the draft budget‘?

: Does the t:metable allow the

» Does your budget system exhibit clear proced ures. for quet--exe'c'ut'_ijon_;:..i:n}c_)_':n'_i'toring, and
reporting? - R .

. Is the budget preparation guided by well- defrned macroeconom:c and ﬂscal polrcy object:ves'?
For instance, is the annual budget based on a Ionger-term (more than one year) macroeconomic

and fiscal policy framework?

. How are the economic assumptions and fiscal forecasts :n the budget documentation made?
Which agencies are responsible for making eoonormc assumpt;ons and fiscal forecasts? Are
they independent agencies?

2. Public Availabiiity of Fiscal Information
- Please describe the public accessibility o comprehensive fiscal information in your economy. You
may 'want to include the foliowing information in your description:
- What kinds of fiscal reports, such as monthly/quarterly/mid-year/year-end budget implementation
=1 ort' ‘are pubhshed on a regular basis? Are they free of charge and downioadable from the

. Is:the fiscal data repo_rted on a gross basis, distinguishing revenue, expenditure, and financing?
Is expenditure classified by economic, funotaonal or administrative category? :

_ vernment receipts from all revenue sources, including resource-related activities and
reign assistance, separately identified in the annuai budget presentation?

th hformation on the level and composition of national debt and financial assets published?

you report the fiscal position of sub-national govermnments and the finances of state-owned
enterpnses in the budget documentation?

ou publish information about significant tax expenditures', contingent liabilities?, employee
pension liabilities, and quasi-fiscal activities? Do you include an assessment of primary fiscal
sks or fiscal sustainability in the budget documents?

9] you include performance information of major expenditure programs in the fiscal reports? Are
ey submitted to the Legislature?

surance of Integrity and Accountability
ernment fiscal activities and information should be subjected to mdependent assurances of

fiscal transparency and public accountabr!rty is to be enhanced.

e elucidate institutional arrangements and practices in ensuring the credibility and integrity of all
formation in your economy. A succinct portrayal of the following guidelines is recommended.

ls the compilation and presentation of fiscal data following generally accepted accounting

standards, e.g. IPSAS, GAAP?

re major revisions to historical fiscal data and changes to data classification explained in the
budget documentation?

there a separate body of law that regulates public procurement? Do those regulations meet
international standards? Are public procurements undertaken in an open manner and tender
opportunities and bidding information adequately publicized?

Are government's activities and finances internally audited? Are audited procedures open to
feview?

Are public finances and policies subject to scrutiny by a national audit body, ie. Supreme
~Auditing Institution (SAI)? is this institution independent of the executive branch? Is SAl required
“to submit all auditing reports to the legislature for review? Do you have mechanisms ensuring
follow-up actions being taken by agencies?

Are there any independent experts invited to assess fiscal forecasts, and their underlying
. economic assumptions? In addition, is there any independent institution invited to verify the
- guality of fiscal data?

' Does the government actively promote an understanding of the budget process and budget
outcomes by individual citizens and civil society organizations? Are there formal channels for
citizen participation in the establishment of budget priorities and monitoring the results of fiscal
activities?

Section 3. Chatlenges and Priorities for Future Reform

This section summarizes briefly key fiscal transparency developments in your economy and discusses
the salient issues and challenges encouniered in efforis to' promote fiscal transparency and foster
accountability in the past years. Additionaily, please also: describe priorities or pians for reform in the
" Coming years with respect to: (1) open budget processes 2y publlc ava:labr!ity of fiscal Information;
d (3) assurance of integrity and accountabllity in your economy

" Tax expenditure refers to revenue forgone as a result of se|ective prowsrons of tax code. Common examples
. include 1) deduction, exclusion, or exemption from the taxpayers taxabie expendtture income, or investment; 2)
- deferral of tax liabilities; and, 3) preferential fax rate.

* * Contingent labilities are liabilities that may: or may not occur, dependlng on development of future events.
. Common examples consist of government loan guarantees government insurance programs, and legal claims
against government. i




Section 4. Resource Bibliography

For the final draft of the AEPR, we hope to include a section on web resources available in each
economy. Please provide a list of relevant website URLs and brief descriptions of each resource. Feel
free to include references to both gavernment and non-government resources.

APEC Economy Trends Analysis (3¢ #F #:3% -
: ;2012/SOM2/EC/028)

|
|
|
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nghllghts

APEC’s economic growth deceieretecl in
2011

The APEC region's GDP growih in 2011 moderated
from a strong 5.9% in 2010 to 4.1% in 2011, While
the intensification of the Euro area sovereign debt
crisis in late 2011 had a limited effect oh' the APEC
region's financial conditions, it did have a significant
impact on many. APEC: econcmies’ . frade - and

investment performance.  This® was ‘. further -

exacerbated by disruptions, in the reglon s supply. and
production chains; caueeci by a series of devastatlng
naturai dleaeters . :

Despate uncertalnty in the external en\nronment
private: consumption it the APEC region: remamed
strong and was the Key- driver of growth in- many
APEC economlee ‘ : S

Globatly, economlc performance in the

first few months of 2012 remalned m;xed. >

i Gtobai mdustrlal production has - started to recover, 1'
suggesting that global growth couid accelerate, albert
at a weak pace; in Q1 2012. However, SCOoNOMIC .
performance has remained weak in much of Etirope. : -
The UK entered ‘a technical recession in Q1. 2012 "
while the Euro sfea registered no growth in the same -

quarter.

In the APEC region, the U.S. economy recorded its.
11th consecutive period of growth in Q1 2012 while
Japan rebounded strongly from the Q4 2011
recession. In emerging and developing APEC, export
growth continued to weaken and contributed to
moderated growth in some economies.

Short-term prospects for growth are
uncertain with risks remaining on the
downside

Global GDP is forecast to slow from 3.9% in 2011 to
3.5% in 2012 before accelerating to 4.1% in 2013

The global economy is vulnerable to a fresh
intensification of the Eurc area crisis, which could be
'trigg'ered by a severe recession from large-scale
government budget—trghtemng across Europe and/or a
By astlc contractton of European banks' balance

O|t prices, which regameo‘ early—ZOH hlghs in March
2012, could surge higher as a resuit of geopotmcal
concerns. A sustained 20% increase in_ ail prices
could subtract global growth by a substant:at 1.5
percentage points.

The APEC reg|on is expected to
outperform the world with growth
forecast to accelerate to 4.3% in 2012
and 4.7% in 2013

Industrialized APEC has defied the global frend of
moderating economic growth with GDP forecast to
pick up by 2.1% in 2012. This is quite significant
given that a recession of 0.1% is forecast for non-
APEC industrialized economies in 2012.

Growth in emerging and developing APEC economiies
is expected to soften to 6.3% in 2012 before picking
up by 6.9% in 2013. Despite this mederation in
growth, emerging and developing APEC remains the
fastest growing region in the world, contributing to
more than 50% of global reai GDP growth.

However, APEC’s growth prospects are

o Iike’iy to be influenced by external forces

e ln lndustrlahzed APEC, both governments and
i houaeholds are expected to tighten spending in order
R (X consolldate therr balance sheets. The uncertain

-'.globa[ economy, “which: could: transiete into lower
N :nvestment ‘and: export growth i'could seriously
' ;eopardlze the recovery process of these economles

.The uncertam globet growth ouﬂook remains the
.strongest headwmd for emerglng and developing

APEC in: 2012 and: 2013 ‘Econcmiés with large and
robust domestlc markets: and fess reliance on exports
as & driver. of growth will be in a better positioh to
weather the external. siowdown. On the other hand,
growth is expected to slow sharply among economies
with  refatively high exposure to the extemal market
but with small domestic consumption bases.

The APEC region as a whole is a net cil-importer.
Large and sustained increases in oil prices due 1o
geopolitical concerns in the Middle East could also
negatively impact APEC's growth by putting upward
pressure on inflation and deteriorating the reglons
tefms of {rade.
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I Economic Growth in the
APEC Region in 2011:
Strengths and
Weaknesses

The APEC region's GDP growth in -2011 was
moderated from a strong 5.9% in 2010 to 4.1% in
2011. The slowdown in growth over the pericd from
2010 and 2011 was sharper in Korea (from 6.3% in
2010 to 3.6% in 2011); Japan (from 4.4 to -0.7%; the
Philippines (from 7.6% to 3.7%), Singapore (from
14.8% to 4.9%); Chinese Taipei {from 10.7% to 4.0%)
- and Thailand (from 7.8% to 0.1%).

Economic growth in Chile; Indonesia; Papua New
Guinea and Russia was strong in 2011. [ndonesian
GDP expanded by 6.5%, marking the highest growth
rate since the 1998 Asian financial crisis. Papua New
Guinea extended its decade of uninterrupted
expansion, with GDP growing 8.9% in 2011. Despite
the slowdown in. Europe, Russia maintained a sirong
GDP growth rate of 4.3% in 2011.

With the exception of a fefv economies,
private consumption remained the key.
driver of growth in 2011

Amid the turbulent external environment, the APEC
region's private domestic consumption was fairly
robust in 2011 (Figure 1). This was supported by
healthy employment growth and rising incomes, with
most  APEC  economies = reporting  lower
unemployment rates in 2011 compared to the
previous year (Figure 2).

In Hong Kong, China, for example, the annual
unemployment ' rate. declined visibly by a full
percentage point from 4.4% in 2010 to 3.4% in 2011,
At the same time, employment surged to a record
high. The tight labour market as well as the
implementation. of a: statutory minimum wage
significantly boosted wages and househoid incomes.
As such, consumer spending was the main driver of
growih fer Hong Kang, China in 2011.

Domestic consumption in the APEC region has
benefited from favorable credit conditions, which can

be aftributed to the continued = easing’ ‘o

macroeconomic policy across. most  ecoromies.
Toward the end of 2011, many’ central’ banks' in the’
APEC region have either Jowered or stopped ralsmg
the monetary policy rate. '

In some emerging economies where growth in private
consumption decelerated, high inflation was one of
the main underying factors. In Viet Nam, private
consumption growth decelerated to 2.4% in 2011 as
high inflation — averaging at 18.6% - eroded real
purchasing power. Similarly, consumer spending in
Korea was also affected by inflation. Reéal household
income actually declined in 2011: consumer prices
rose by 4.0% while nominal wages grew by 1.2%.. As
Korean households have relatively fow saving rates,
there - was not much buffer against price increases
and they had litle option but to opt for a reduction in
spending. .

Figure 1: GDP Growth: Selected APEC Economies® in 2010
and 2011
{year-on year (y-o-y), perceiitage points)
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Abbreviat:ons used forﬁgures are’ as foltowed Austraha L
(AUS) ‘Brunei Danissalam (BD); Canada (CDA) Chiig:-":

: + (GHL); Ching (PRC); Hong: Kong, China (HKC); Indonesia
- (INA); Japan (JPN); Korea (ROK); Malaysia (MAS); Mexico

(MEX); New Zealand (NZ); Papua New Guinea (PNG); Peru

.. (PEY; thie' Philippines (PHL); Russiz (RUS); Singapore (SIN);
: _C_hrnese Taipet (CT); Thalland (THA); Viet Nam (VN}. .

APEC Policy Support Unit
30 May 2012



reflected the fiscal plans of many governmedis aimed Box 1: Estimated damages and losses from

Figure 2: Unemployment rates economic slowdown in 2011, In Chm Me;cici ;nd at consolidating spending and unwinding fiscal rzrgg:; natural disasters in the APEC region in
{% of total labor force} - Peru, uncertainty in the econ_qrn_ltc_ grc;_t ou dci); 2: stimulus packages which were introduced during the .
L 10 - : translated into reduced Investment spencing 2008 global financial crisis.
g 9 1} RO machinery and equipment, especmliy those related to
% : 1 - - capital goods flows. L Malaysia is a notable exception. In 2011, government
® 7 consumption grew strongly by 16.8% compared to
Tl
ie In those APEC econoT;es that ;Ne“? ;’:f”j’a‘ 23; m;g; 2010, when it grew by only 0.5%. Most of this
2 .l natural disasters in 2011 - most notably. Jap increase can be aftributed to higher emoluments and
£, | Zealand and Thailand — 1nvestrr_1en_t .Ie\.reis were outlays on supplies and services.
% 24 inevitably affected. In Japan, the rapid  pick-up ‘in
-y % investment following the earthquake and tsunami Public spending was aiso strong in China, surging by S e =
9o VAP disaster was disrupted again later in the year, due to 24.4% in 2011 as the government Increased its - Source: Intemational Disaster Database, Centre for
2282 supply constraints caused by severe flooding in " budget on social spending programs, e.g. supporiing . Research oii the Ep:demmlogy of Disasters, avaflable
Source: IMF pril 2011 Thailand. In these three economies, business fixed medical reform, education programs for migrant fmm ww. emdat be;"
o . investment and public investment have bsen on an workers' children in urban areas and other poverty K
However, iﬁvestmeht weakened sharply improving trend since late 2011, mainly reflecting relief measures. ' Devastatlng earthquakes and a |af99 number of
’.'. N . pent:up - domestic demand as welf as the L R . weather: related ‘catastrophes made 2011 the
Of the ninetéen: APEC economies where data on reconstruction process. The trend of tightening govermnment. spending is costliest year ever for: natural disaster losses, in
GDP by expenditure is available, sixteen. saw e ' forecast ta continue in 2012 and 2013, especially in economic. terms. I 2011, . global economic
investment growth weakened in 2011 (Figure 3). In the United - States; 'low fevels of investment many advanced economies, in line with the fiscal losses from natural disasters are estimated to be
T reflected an- ongoing weakness in the real estate plans being considered by some APEC economies. | USD380.billion; nearly: two-thirds higher than in
Figure 3: Investments in selected APEC economies sector. © A high mventory of vacant houses: and an 2005 the previous: recorcf year when there were
d o losses of - USD220.5 billi L th 30% of
 [y-o-y, percentage change) ..o imminent pendmg supply of; foreclosures “exerte Export srowth jon. Less than b o
40% -y — . downward pressure on house ‘prices’ and restncteci Xportg was weakened sharply '2011 se enomrc 1osses were insured. .
ORI CURECRE R s the construction of new-homes.  Construction was ™ - . ) : sl
[ o e deterioratin lobal cuffook in 2011 directi GRS :
0% also weak in the non-residential sector, due to high affected export egarrings and impacted on growth iryl . The. APE '-‘_."39"‘*.‘." incurred 91%: of the. tota
oo R vacancy rates and tight credit condtions. most APEC economies. Weakness in the exteral : :::;?2?5 t:g:nw::?hr:‘m:;i 103fes fron;o?ftura;{
_ : ' amities in
I Australia; Canad: ~ China an d Indonesia, sector wae compounded by natural disasters that | startad with- i
10% - ! ’ severely disrupted the region's supply chains (Box 1 started Wi he. 63 Tregnitude- edfthquake in
B " investment remained robust. The strength. of The earth: uaie n Ja i‘m 4 d.p;y the f O;( ,)' Chrlstchurch,. New Zealand, in February 2011.
0% d . - .- pusiness investment in Australia  and Canada Thailand ?or examole pcadser:i Ea:? C'e 00 "; :':The ‘dconomic: damage ‘and losses - from  that
RPN : o ! “reflacted favarable credit condmons high commodity “ Sxample, caused p IOSUres an eartfiquake are estimated to be USD18 bill
2010 82011 S production outages. As J d Thailand q r e 8 billion, an
0% +- : T R e m E prlces and strong currenc:195 n the case of mai i 9 'f Is _Iapen an alana are equlvalent of107% of New Zealand's GDP,
é %l % TI,: Z é &5 g é gs2g2rg0>=] R 1ndonesra “an. increase; in mvestment Wwas: partly aut!:r:iotisx.lrjeppp]::tz ir:’ AIS ;gtrcl;l: rc:c:.mp,onentz ;nd _
R T , egion
Source: Thornson Reuters : g aﬁrsbuted to the strong macroeconomic c_hmate in'the and exports of electroni dg ts P rg'iu on The Ne Zealand earthquake was foilowed by a
_ ) S __ ) reigh  direct p electronics and automobiles in :
: e particular were severely affected .0: magnltude earthquake in Tohoku, Japan; the
in Viet Nam real, Tevels of m\.restment contracted by rnvestment (FDl)- which: eache ‘record: high of ’ most destructive event of the year. The damage

The corhpound effect of weak external demand and i : 'e_'; tremors | themselves was relatively
supply chain disruption undermined APEC’s position T moderate thanks to strict building codes, but the
in world trade. The annual growth of nominal export. = tsunami triggered. by thie’ quake devastated the
eamings in APEC dropped to 18% in 2011, from &~ - northeast coast of the main island Honshu:" The
strong growth of 28% In 2010 (Figure 4). ' In i ec_:onomlc 1osees caused by the quake' alone
comparison, the rest of world's exports grew by 19%.. ...~ _mounted to a record USD 212 billion. This does

in 2011, from a 16% growth rate registered in 2010, o account the consequénces of the
R accompanymg nuclear ' accident- whlch added

8.2% in 2011, owitig to high lending rates and cuts in
publrc infrastructure investment, both clements of e Accordmgly, mvestrnent
policy tightening. Investment therefore became a grew strong[y by 8.8% in 2011 and contributed 2.1
significant drag for growth in 2011, subtracting 4.0 percentage pomts m-gop grow’(h '
percentage points from real GDP growth rate. Gross ; g
capital formation as a ratio to GDP maderated 1o In" China desprte government measures to curb
38.7%, the lowest in 4 years. specuiataon in: the real ‘estate sector, fixed asset

investment’ gréw. by “almost 24% in 2011." Local

_'2011 provrded further support to

The mederating pace was pronaunced in Chile; Hong government ‘expenditure on infrastructure was also srgmfscantly to the' economrc Cost:

Kong, China; Korea; Malaysia; Peru; the Philippines, strong. .- This, together with the high level of private .

and Chinese Taipei. One common theme in the and foreign investment, saw investment remaining the th secohd half of 2011, other severe weather—

weakemng of investment growth across these mairi engine: of growth in China, conftibuting to 5.7 : -'_related c'et'éstrophes occurred in Asia and the
- economies. was that uncertainties in the global percentage points to GDP growth. | USA:Severe fiooding in Thailand in late 2011

aconomic . ‘environment. affected business plans. for

'capamty expansmn “This was reflected in decreasing Gov er',nm ent spen ding growth was modest
estment :in export—or[ented Industries’ such as

automoblies : and : semiconductors in. Korea and The contribution of government spending to real GDP
nese_ Ta'pa dunng the global in most APEC economies was modest in 2011. This

: _:'_'i_r\fi'ret_ed.-'_ _meref than USD40 billion worth of
o _-f_dern_a'g_'e'a'nd- losses and seriously hampered the
| -region's supply and production chains.
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Figure 4: Exports to world market, in current USD

BT p—— - i 40%
:ggg _ " o |
7000 t-xe22® . ¢ - - EB
§'§ 6300 - 0% 58
85 5000 & £
€2 4000 3 0% 2%
s g iy
&8 2000 ¢ Haot E &,
3= e
2000 L
1000 1 0%
‘a0

0 L
2003 2004 2005 2005 2007 ZUOB 2009 2010 o

e— APECS axports | me ROW exgorts -~ -
—_— APEC 5 exportgrowth saxed ROW's export grnwlh

Source: IMF Fmancaal Stat:stics, APEC Polrcy Support Unit

Among 1nd|v5duai APEC economles, export
performance -varied. markedly... The deceleration in
export - growth was most’ pronounced ‘among
economies. where technological goods accounted for
a large proport|on of ‘total exports (Figure 5)..- In. the
Philigpines; where. electronics * and- semlconductor
shipmants. account - for - almost. 50%. - of -export
raverues, the totat value. of exports in 2011 (m ‘teal
terms) contracted by 3.8%, against a growth- rete of
21.0% in 2010, Similarly, for Singapore, real export
growth moderated to 2.6% in 2011, from the strong
expansmn of 19 1% ayear earlier. RERETR

F|gure 5 Growth i real exports and the proportlon of
medium:high technology goods in total exports
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Source; Thomson Reuters, UN Comtrade and APEC Policy
Support Unit

Among APEC's commodity producers, exports were
wealk in Australia and Russia in 2011, In real terms,
Australian exports contracted by 1.6% in 2011 while
they grew only marginally, by 0.4%, in Russia. The
contraction in Australian real export earnings reflected
:a weakness in coal exports whrch were disrupted by

 This reportfot!ows the Un:ted ‘Nations Industrial
evelopiment Organization for the classification of medium-
and: hagh teohnology manufactunng goods This information

e setfor
- globai activity
1ndex = edglng__ dowin to_ 522 in: Apnl 2012 “from

BS February s one- year

floods in Queensland in early 2011. For Russia, as
haif of its exports tradrtlonally go to, Europe, slowing
European growth had-'a negattve lmpact on export
earnings, despite high oil prices - which at their peaks
in 2011 were more than triple the 2009 !ow

On the other hand, exports remarned relatwely strong
among other APEC commaodity: - exportefs part!y
supported by sustained high commodrty pnces n
this context, the performance of Peru's exporis was
notable, with total real values of exports advancing
strongly at 8.8% in 2011, compared to the 1.3%
growth rate in 2010. This sirong export performance
was. underpinned by strong globai demand for
agrrcultural and food products. Peru's export values
{in nominal terms) for non-mining products grew
32.6%, more than offsetting the moderation in the

mining exports.

| P RecentEcononnc
Devetopments

In the first few months of 201.2 weakness
continued to pervade in the extemal
economtc envrronment o

“In the. first few rionths of 2012; the global econamy

contmued to show mixed signals. Global industrial
productlon has: started to: recover. after leveling out

' m the second hatf of 2014, suggestmg that
) -Z;a!beit tentatively;in

in growth appears to
softer patoh, with the agaregate indicator
e JP: Morgan ‘Global All-Industry

of 554 This mdtcates that
whr!e global outputéls still growmg _t is domg 50 at an
lncreasmgiy weaker p e e : S

-8 Tan wrde dwergence in- performance
among economtes “In~emerging and developing
economles, growth is: progressrng at a much faster
pace than in advaniced economies. Industrial output
in advariced: economies is still well below its early
2008 Jevel while. it has risen by a considerable margin
in emerging economies (Figure 6).

Ta reading above 50 indicates an expansion in output
whereas a reading below 50 indicates a contraction in
output.
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Figure 6; Industrial Production, excluding Construction
(Index 2000 = 100, seasanaily adjusted)
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In much of Europe, economic performance has
remained weak. Q1 2012 GDP data from the United
Kingdom revealed that the economy had entered a
technical recession, defined as two or more
consecutive quarterly’ fafls in GDP.” GDP contracted
by 0.2% quarter-aver. giarter {g-o-q) in Q1 2012, on
the back of a 0.3% g-o- q in the final quarter of last
year.

Following a contraction of 0.3% q-o-q in Q4 2011, the
Euro area narrowly avoided a technical recession.
The region's GDP was unchanged in the first three
months of 2012 (0.0% g-o-g growth), with Germany
registering strong growth (0.5% g-0-q} while Italy
contracted by 0.8% g-0-q. However, activity in the
region is. set for a period of softer growth in the
second quarter of 2012. The latest sUrvey of the Euro
area‘_s production, composed by Markit“i showed that
the downturn in the Euro area had deepened in April
2012.

Weakness In activity was wid'eepread across all
sectars in the Euro area,” Activities in banking and the
manufacturing of electronic and electrical equipment
declined sharply. Despite recent job cuts;, sighs of
spare capacity have persisted across Europe. If
sustained, this is a harbinger of further job losses.
Rising unemployment in parts of the Euro area would
undeubtedly contribute towards dampening the
underlying growth momentum in the region- gomg
forward.

The Markit's Composite Quiput Purchasing Manager Index . -

for the Eura area fell to 46.7 in April; down.from 4.1 in.. .
March. A reading below 50 indicates a ‘contraction in output

Global financial markets have improved
but significant headwinds are expected for
the rest of 2012 |

In global financial markets, conditions have improved
relative to late 2011, as reflectad in the reduction of
Chicago Beoard Options Exchange Market Volatility
Index’ (Figure 7). The successful implementation of
the Long-term Refinancing Operation (LTRO) has
bought time for European governments to implement
necessary reforms that are required to put sovereign
finances on a sustainable footing.

Figure 7 Evoii;rti:or_t_'of' the Chicago Board Options Exchange
- Market Volatility (VIX) Index
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However srnce mrd Apni 2012 some’ degree of
inetabihty has _re-emerged it the - global financial
market.: At first: it was. in response t0 concerns that
some’ governments in the Eurg area may niot be able
to live up o therr deficit reductron plans: In Spain, for
example ‘the: government’s plan to ifprove its:fi scal
posrtron IS bemg obstructed by two powerful forces

e FarstEy, months of unrelentmg t‘ scal austenty
' _-_::are drlvmg the - economy - into. - a: severe'
- recession’: that.- might undo lmprovements

: chleved so far in state finances; and -

.___-._Secondiy, the central governments debt at '
... 88.5%: of GDP - while still significantty lower -
s ‘than that of ltaly (120% of GDP) — is at risk
~oofrapid: expansion if the government is
requrred to provide large financial assistance
W packages to troubled domestic financial
 institutions and local governments,

: _5 The Chicago Board Options Exchange Market Volatility
index (VIX}).is a popular measure of the implied volatility of
the S&P 500 index options. It represents the market's

- expectallon of stock market volatility over the next 30 day
period and is often referred to as the fear index.
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In early May, investors’ fears about the possiblility of
Greece leaving the Euro area re-emerged again after
some European Central Bank officials publicly
discussed for the first ime a possible Greek exit from
Europe's Monetary Union.: In- addition, politicai
uncertainty, following’ the - inconclusive general
elections. -in* Greece, cast serious doubts on the
economy’s commitment to pursue “structural reforms
and budget tightening measures demanded under its
international financial assistance packages.

Industriatized APEC economies are
defying the global trend of moderating
economic growth

In the first quarter of 2012, economic activity in APEC
industrialized . economies has continued  to " be
relatively positive. The U.8. economy. in: partrcuiar
has performed well. Although the first estrmate of. Q1

GDP showed that the' economy- grew.. less than
expected, at'a seasonally adjusted annualized: rate
(saar) of 2.2%, it represented the 14" consecutive
quarter of positive growth. In volume terms, the U'S.

economy is now 1.3% larger than its pre—crrsrs'peak in
2007 (Figure- 8).-This is in stark contrast to the: Euro
area in which real GDP has not yet recoverad :from
the 2008 global financial crisis. As such; the US has
remained one of the few drivers of glabal demand and
economic growth since late 2011. : S

In Japan the economy returned to growth in the first o
quarter of 2012 with GDP advancing  robustly: at: an_ E

annualized rate. of 4.1% (saar). . Japan's: export
performance has: held up well in the quarter despite;.” -
The appreciation of: the
.Japanese’ Yen, which raised concemns about the..
competatweness of Japanese exports, has’ been"
restrained In recent months foliowing the Bank of "

siower. global growth.

Japan's expansionary asset purchases. Stronger
demand for Japanese exports from the United States
has helped to provide a buffer against the weaker
demand from other large trading partners.

e deveioprng' _APEC econ : mre_

Figure 8: Gross Domestic Products: The United States and
. the Eurgarea..
(In brllrons national currencses, constant pnces)
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Economic performance was mixe'd am‘ong
emerging and developing APEC

Uncertainty in giobal growth has continued to affect
developments  in “emerging: and- developing APEC
economies during " the  first: few months of 2012,
Export growth has been weak across ‘emerging and
developing ‘APEC" {Frgure gy ‘and: contrsbuted to
moderated growth in: some economles, mc!udmg in
China and Indonesaa R :

I China, real GDP grew at 8.1% (y-o-y} in Q’i 2012,
marking the first lowest quarterly growth figure in
sliviost three years. Indonesia’s economic growth
‘aléo’ Fhoderated sfightty in Q1 2012 with GDP

expandlng 6.3% (y-o-y); down fromi a 6.5%: growth in
. the fourth quarter of 2011.. In Russia, weaker ‘global
fjdemand has' transiated to'a: sEowdown ‘i mdustnal
L productron wrnch grew at. 2. 0%: y-o-y' M arch 2012
o th ' siowest: pace in October_ 2009: However more

recent rndlcators suggest that th' slowdown in large
s eached 1ts nadrr
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Despite ‘slowing export growth, APEC NIEs posted an
upturn in growth in the first quarter of 2012. In Korea,
real GDP advanced by a strong 3.6% (saar) in Q1
2012. In Singapore, sarly estimates indicate that real
GDP advanced by 9.9% in Q1 2012 (saar), after
contracting 2.5% in Q4 2011, Similarly, real GDP
returned to growth in Chinese Taipei Q1 2012, rising
1.1% (saar). This broke a pattern of two consecutive
quarters of decline during the second half of 2011. In
Korea and Chinese Taipei, growth was supported by
a strong rebound in investment.

APEC economies in Latin America continued to make
strong gains in the first quarter of 2011. The Mexican
economy showed signs of strengthening as growth in
the U.S. economy stabilized and Mexican automobile
production benefifed from strong demand from the
United States. After dropping by as much as 36% in
the trough of the cycle, remittances have steadily
recovered, _{hus contributing positively to economic
growth. '

The APEC region: Recent

Evolution in Prices: - =
Consistent with the global trénd, inflation pressure
eased further in many APEC economies in the first
quarter of 2012, Global food prices, which reached

historical highs (in nominal terms} in February 2011,
receded in the sécond of half of the year (Figure 10).
As a result, food price inflation has moderated in Q1
2012, contributing to a lowering of headline inflation in
the APEC region (Figure 11},

Figure 10: Recent Evclution of Global Food Prices and
Global Food Price Inflation
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Figure 11 Con'tribotio'ns of food inflation in the headline
inflation for selected APEC economles Q4 2011 versus Q1
L 22012
: (y—o—y, percentage pornts)
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En V‘et Nam head!rne mﬂatton in Q1 2012 was 15 9%
(y-o-y), a: srgnlfrcan’s decrease from the last quarter
when inflatioh reached 19.8% (y-o-y) (Figure 12). As
food. accounts “for approximately 40% of Viet Nam's
(o= basket the shamp decline in food prices in Q‘I
2012 helped to brlng down the headline rate.

In Tharland as the 1mpact of floods receded, prices
fo_r_._fre_sh_food [began to drop. This helped to bring the
_h'eadline_ _i_nﬂaiion rate down to 3.4% in Q1 2012, from
4.0%:in" Q4 2011. In order to maintain inflation’ at a

__rriodera_te:_f__-_lev_el,_ the. Thai govemment has
“implemented: a price freeze for natural gas : and

'!i_qr.:leﬁéd_-:oetroieum-, as well as transportation fares.

in the Philippines, high food prices contributed to a

sig_nifioant portion of headline inflation in Q4 2011.
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With food inflation moderating from 5.0% (y-o-y) in Q4
2011 to 1.9% {y-0-y) in Q1 2012, headline inflation
was lowered from 4.7% in Q4 2011 to 3.1% in Q1

2012,
Figure 12: Contributions of food inflation in the headline

inflation for Viet Nam
{y-o-y, percentage points)

Q1 20N : Qz201t  Q320%1 Q42011 Q1 2012._ i
s Food W Non-food -

Source Thomeon Reuters, APEC Policy Support Umt

Figure 13: Contributions of food inflation in the h?a@_! ST

" inflation for APEC Latin America
(y—o-y, percentage points}

] Food n Non foad -

L4 it
| 2o1r 12012 | :
SR e L Mexico
Soume Thomson Reuters. APEC Policy Support Unit -

In Latin Amence recent adverse weather has affected': :

yields of food crops. As-a consequence, food ‘price:
hikes in Chile and Mexico, contributed to the rise’ in
their inflation rates in Q1 2012 (Figure 13}, In Peru
heavy rains have caused floeding in important
agriculiural areas. The subsequent loss in agricultural
output is expected to exert upward pressure on food

*. Sotroe:. IMF WEO Aprt! 2012

V. Outlook for 2012 & 2013

a) Global growth forecasts for 2012

In its latest World Economic Outlook (\NEO) in April
2012 the International. Monetary Fund, (IMF) forecast
that global GDP growth would siow from 3.9% i 2011
to 3.5% in 2012, foliowed by an ‘acceleration’ of. 41%
in 2013 (Figure 14). These forecasts. represent “slight
upward revisions from the January- WEO update
which projected that global real GDP would grow by
3.5% in 2012 and 3.9% in 2013, In oompanson the
"APEC region as a whole is farecast to accélérate from
4.1% in 2011 to 4.3% in 2012 and 4.7% in 2013,

Figure 14: IMF Foracasts for Global GDP Growth
(Percentage change over previous year)
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prices and contribute 1o averail price inflation in Peru
over the shoriterm. Over the next few months,
inflation is expected to remain elevated in Latin
Arnerica'

in Srngapore although inflation has dropped from
B 5% i Q4 2011 10 4.9% in Q1 2012, this maoderation
o Vi expeoted 6 be shortfived. As food accounts for
oniy a VEry smaﬁ portron of Singapore's CP1 basket

d ‘education” costs, the continued
hicle pnces and housing rentals.
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APEC industrialized economies as a whole ‘are
forecast to grow by 2.1% in 2012 and 2.3% in 2013

Source IMF WEO Aprrl 2012 APEC Polrcy Support Unit
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(Table 1). In comparison, a recession of 0.1% is
forecast for non-APEC industrialized economies in
2012. These economies, however, are expected to
bounce back in 2013 with GDP forecast fo grow by
1.2%.

For Japan and ‘New Zealand, the reconstruction
pracesses followirig last year's major natural disasters
will be important drivers of economic growth. In
Japan, with-the rapid: restorafion of supply chains,
economic; activity. is’ expected to rebound this year,
turning the contraction of 0.7% in 2011 to a strong
growth of 2.0% in 2012,

in the Uhited States, an improved labour market and
low consumer lending rates will provide some support
to consumer spending in 2012, For both the 11.3. and
Canada, the quickening pace of growth in emerging
markets will help to offset. the loss of demand from
European markets thus boostmg export growth. For
both of these economles GDP |s forecast to grow by
2.1% in 2012.

The growth outlook for industrialized
APEC can be challenged on the
sustainability of consumer spending

Across the  five: APEC- industrialized economies,
consumer spending has been strong. However, the
strength- of consumier spending growth has been
accompanied by high levels of consumer debt.
Strong consumer demand has also led to trade
imbalarices i some’ industrialized APEC economies
which have caused net exports to be a drag on
growth. Accofdingly, questions are raised as fo
whether household spending will continue to hold up
and if so, what does that mean for-net exports?

In New Zealand, growth in" household consumption
spending has fallen below the rate of income growth.
In the first quarter of 2012, households’ savings
became positive for the first time in more than &
decade. This pattern- of increased savings is
expected to be persistent as households woik' at

rebuilding wealth fost through declines in financial and’ - *.
property values. Similarly, in the United States; -

consumption spending growth is expected fo' be -
maodest by historical standards as households rebuild: " 1

their balance sheets in an environment of péreisfently

weak house prices, fiscal coneoildatron and only RN

madest gains in employment

If the trend of moderation in oons'ur'ner"s'pending.-_"- o
continues, it is a concern that other sources of growth

would not be strong encugh to offset the reduction in
private consumption. Business investment will remain
a volatile source- of growth given the- uncertainty in
global growth. - prospects, Furthermore, as
industrialized APEC governments are taking
measures to consolidate fiscal balances, government
consumption will unlikely. contribute significantly to
growth;- at least not.in the short to medium term.
Policy miakers: in industrialized APEC are therefore
facing a daunting ‘task of having to strike the right
balance: between. préserving economic growth and
reducing the imbalances in the ecanomy.

c)- Emerglng and developing APEC
' '(APE.C:E:M.&D)'-_::-- :

Econamrc growth in emergmg and
developing APEC economies is forecast to
soﬁ.‘en in 2012 befo : 'acceleratmg in 2013

rmprove rn 2013 w e GDP is: forecast to grow by
6.9%: s the's wdown in' 2012, emerging and
EG economles remain - the  fastest
growing. in the world oontnbutmg to more than 50% of
global real GDP growth (Frgure 15 & Figure 16).

Tahte 2 Growth f_orecasts for 2012 and 2013: Emerging

t prices) "
012 20138
“32. 16
R 2 A3 AR
<04 92 82 88
L 70 50 26 42
B2 85 6.1 66
83 38 | 35 40
- S % 44 47
“B5 40 36 a7
Ve 88 |77 40
88 . 69 |..B5 . . 60
7B a7 42. 47
43 43 4.0 39
148 4.9 27 39
107 40 36 ‘47
rE o4 55 75
' ; 56 ° B3

"APEC Policy Support Unit
30 May 2012




Figure 15: Contribution to Giobal Real GDP Growth: APEC
vis-a-vis the Rest of the World
{in percentage points}
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Figure 16: Share of Global GDP based on Purchasing Power
Parity in 2011
(% of g!obat GDP)
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The uncertain global outlook remains the e

strongest headwinds for emerging ‘and’
developmg APEC‘ in 2012 and 2013

The forecast mioderation in growth in emerging and:

developing economies in 2012 is largely attributable
1o weakeér external demand. The magnitude of the
slowdown in 2012 is likely to vary substantially across
the region, depending on the size of individual
aconomy’s domestic market and the extent of reliance
on external trade.

Economies with large and robust domestic markets
and less reliance on exports {e.g. Indonesia) will be in
a better position to weather the external slowdown.
On the other hand, growth is expected to slow sharply
among economies with relatively high exposure to the
externai market but with small domestic consumption
base. “In thrs respect, Singapore is most vulnerable

L du 1o the: ‘relatively small size of their domestic

: ;-mar et and a Iarge rehance on exports as a source of
: ' 112012, Singapore's GDP is
0% .7%,_ down from a 4.9% growth in

A F:o'r'_ commodrty exporters
- “col modrty pnces are the most obvious sources of
. macroeconomic  volatility.
"~ outlook: for commodity. exporters is relatively more

2041 and less than one-fifth of a 14. 8% growth in
2010.

The “composition of exports s also lmportant in
determining growth. As seen in the 2008 and 2011
downturns, during hard times. . consumers “and
companies typically forgo the purchase i eie_ctromc
products such as new: computers dnd: electronic
appliances. This trend is" expéecte contlhue in
2012, consistent with the slowdown

of electronic and electrical eqmpment i

Figure 17: Proportion of exports and prlvate consumptron
in GDP for selected emergmg and 'deve|op_mg APEC
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the fiuctuations in

Currently, the growth

T commodlty prroes are - expected to
3ins: in. the t" rst quarter O1l

_querter from the trghter

market.

However the strength of; commodlty prlces is directly

related : to: the: strength of the global economy.

Therefore, if global growth is to deteriorate further, the

risks: for Eower aconomic growth in these economies
will increase.

V. Risks to the economic:

outlook
An lmprovement in lead indicators of global growth

momentum in the last few months has helped fo
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mitigate the risk of a hard-landing in large emerging
economies. in Europe, the risk of a disorderly Greek
sovereign default has been avoided to-date following
the finalization of the world's biggest debt-
restructuring deal — the Private Sector Involvement
(PSi) — between the Greek government and its private
bond holders in February 2012. The €1 frillion extra
liquidity provided to the banking system in Europe by
the European Central Bank helped to ease rising
borrowing ‘¢osts and’ the consequent risk of a credit
crunch. Despite these positive developments, there
continues 1o be significant downside risks to global
growth prospects.

a) The re-intensification of the Euro
area crisis

The future course of the crisis emanating from Eurape
remains.- centrat to the~ downside risks of globai
economac growth Aithough thrs risk has been
mrtigated to s0fme;. extent srnce " December 2011,
fundamental challenges of - deallng “with: - the
unsustainable " fiscal “deficit” ‘of - some Euro area
econcmies remain unresolved. Furthermore, the path
towards a resolution for Europe will not be a smooth
one and it will remain vulnerable to economic and
policy setbacks. Currently, governments in Europe
are confronting a divided market with one group
pushing governments to fighten budgets while the

other reacts negatrvely when fiscal austerity deffates
growth,

Twa potentiat triggers for a fresh intensification of the
Euro area crisis include:

+ asevere recession from large and concerted
government. budget-tightening across
Europe; and - '

s a drastic’ ontraction: of European banks’
balance sheets, which could see banks
unwinding around USD 2,600 billion worth of
risky assets in their portfolios. If not properily
monitored, a synchronized and large-scale
deleveraging process by banks could spark
financial instability and severely impact
growih. '

Developments in Spain and Greece will also need to
be watched closely, Any further detenoratron could
have a contagion”effect on' ather markets in Europe
with Italy being partlculerly qunerabIe AT debt
restructuring or defaulit by the Euro area’ s ‘third and
fourth largest economles [taly and Spam would be

12

VL.

devastating for Europe and the global economy as it
would lead to far greater logses than the private
sector could absorb, or that could be covered by any
of Europe's existing or proposed rescue facilities.
b) Oil Prices

Since the February 2012 edition of APEC Economic
Trends Analysis, the risk of rising oil prices as a result
geopolitical “tensions in  the Middle East has
increased. Brent crude prices regained early-2011
highs. in*:March; underpinned by concerns about
supply  disruptions.  Further increases in oil prices
cauld’ oceur, partlcularly if unrest were to spread to
other Iarge oil producers. In an extreme scenario,

mcreased tensions in Iran could shut the transit of oil
through “the Strait 6f Hormuz, equivalent to 20% of
global oii productron and 5% of gas. If that were to
occur, oil; pr:ces couid be pushed upward by 20%,

equwalent fo.a USD 24°i increase on the current Brent
prices of USD 120 per barrel

The net effect of further orl prtce increases on glfobal
growth would be negatrve According to the
International. Energy Agenicy® “a sustained USD 24
increase in the price of off wolld subtract as miuch as
1.5 percentage points off' global growth: This would
reduce the IMF: forecast for global growth- from 3.5%
t020% in 2012 : :

APEC .EconomteS' B
Imphcat:ons of Downsrde
Rlsks

APEC businesses rémain valrierable by a
re-mtenszf catwn of the Earo areq Crisis

As seen.in Iate 2011 the mtensrﬁcat:on of the Euro
area’s sovereign debt crisis has created an uncertain
business envifonment, causing firms. to scalé back
investments. . Gaing forward, if the Euro aréa crisis
were to deteriorate further, busiresses and firms  in
the APEC : regibn’ would be affected through four
channels :

' a) A sher'p contraction in aggregate demand

¥ According to the IEA, a USD 10 increase in ofl price
potentially reduce global growth by 0.5 percentage points
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A recent Asian Economic Monitor (AEM) report’ by
the Asian Development Bank illustrated that if the
Euro area’s GDP in 2012 were to contract sharply
{e.g. contracting by 3.9% vis-a-vis the ‘current forecast
of a 0.1% contraction}) as the. result of an
intensification of the crisis, economac growth ‘could
slow to 1.6% in both the United States. and. Japan in
2012. Theé negative lmpact of. such a‘scenario would
be larger for Hong Korig, Chiria gnd S:ngapore with
2012 GDP growth 1.2  and 2.0' percentage points
below their baseline forecasts, respectively. GDP
growth in China and Chlnese Taaper woiild also fall by
1.2 percentage, pomts due to . their large trade
exposure to Europe.. For fnajor. ASEAN economies,
the. crisis . could - subtract. between 05 i 08
percentage pornt off the 2012‘3 GDP growth baseline

forecasts.

Any economlc downtum in the world economy wouid
directly. . affect  the ~ APEC “region’'s - business
environment by reducing’ market opportunities, After
being battered by the: 2008-08 global financial crisis
and then again by the global slowdown in 2011, some
businesses may not be abie to survwe another round

of global turmcni
b) Increased exchange volatrhty

Global financial instability is typically associated with
a reduced risk appetite and Increased market
volatility. This in turn can result in sharp fluctuations
in the curfency- markets” = In particuiar financial
instability makes the carry—trade less appealing, thus
putting downward pressire  on' perceived ‘risky’
curfencies.  On the other hand, currencies that are
parceived as a ‘safe-havery would see large

appreciation.

Currency fluctuations. ‘were evident in the global
financial crisis of 2008-09 and again in 2011, During"
both of these periods, many APEC economies
experienced abrupt and large capital flows, leading to
sharp depreciation in their nominal exchange rate.
The Mexico peso, for example, depreciated by almost
18%, over the period between July 2011 to December
2011, as the crisls if the Euro area intensified {Figure
18). On the cther hand, larger APEC economies,
such as the United States and Japan, experienced
substantial - capital  inflows, leading to marked
appreciation of thelr currency. The Japanese yen
reached ‘tecord highs on a nominal basis in late 2011,
gamrng 48 much a8 7. 4% against the USD in 2011

sian Dev opment Bank (201 1) Asra Ecanomic Monitor

Figure 18: Large fluctuations in the nominat values of the
currency of selected APEC econornies
{% change over two periods: July 2011= December 2011
and January 2012 10 Aptil 2012}
w
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i the Euro area debt érisis were to matenahze into a
full- scale' risis, there could be precipitous fluctuations
in the currency. of: many APEC economies, similar to
that experlenced dunng the global fi nancial crisis of
2008-0 sected fluctuations in the value of
foreign:. currencies . would increase commercial risk,

ert_ nty into costs and can. serrousiy

ln the gase o :
¢y, an acute. exchange rate depreclatlon ‘would

peratmg costa ‘becalse. rmported

& higher. as a’ resulf of the new
“one hand, a depreciation of

rency wouid'strmuiate demand for goods

: export—oriented busmesaes

sophretrcated pro esses hedge agarnet currency

risks; most SMESI typscal]y de: not have the capacity of )

resources to prepare for these challenges.
c) Trghter credlt condrtrons

The ongolng soverergn and banking challenges in the
Euro area. have aiready affected credit conditions in
some APEC. sconamies. While the APEC reglon is
not srgnlﬁcantiy exposed to the Euro area’s sovereign
debt ' some” APEC economies rely heavrly on
European banks for funding: EU banks account for
more ifan 70% of total domestic credit in’ Brunei
Darussalam; Peru and Singapore (Flgure 19). As
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European banks are under pressure o recapitalize by
July 2012, some of them have aiready reduced their
foreign lending in order to -strengthen- their balance
sheets. This has translated into reduced availability
of funds in somé APEC ecoromies. The cost of funds
in wholesale funding markets has also beén rising,
which in tumn pushes up borrowing costs for
husinesses.

Figure 19 European Banks’ Lending to Selected APEC

Economies
(% of tota[ domestic credit, as of September
2012)
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Source: The Bank for InternationaI.Settlernent’ s Quartarly
Review, March 2012

if the Euro area crisis worséns, banks may bscome
reluctant to lend to each other due to concerns over
counterparty risk. This can lead to tightened liquidity
in the interbank market, thus reducing further the
availability of credit and increasing funding costs.
These developments would negatively impact on the
operatrons of firms and businesses. Asian
businésses’ and hotuseholds, which have traditionaily
benefited ‘from reiatrvely fow interest rates, wouid
potentlaily suffer a larger impact from rising funding
costs,

d) Liquidity crunch i trade finance

About 80% to 90% of world trade is supported by

trade finance.® During the 2008-09 global financial
crisis, trade finance in advanced economies fell by
9.2% over the pericd betwesn October 2008 to
January 2009, compared to the decline in goods
exports of 31.0%.. Qver the same period, trade

¥ |nternational Chiamber of Comimerce (2040), Globat

- Survey: Rethinking Trade Finance; and WTO (2009),

Restoring Trade Finance during a period of Financial Crisis,
Staff Working Paper ERSD-2009-16.
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interrubtion

finance in developing Asia decreased by 9.1%,
relative to the fall in goods exports of 8.8%.”

A general fiquidity squeeze and increased risk
aversion to finance cross border trade operations
made it increasingly difficult for banks to provide trade
cre'dit,,w-_'_'i'he price of trade credit also spiked due to a

" combination of scarce liquidity and a re-assessment
of custorrier and country risks.

As uro'oea'ri banks deleverage in order to baost their

caprtal adequacy fatios as a cushion against any

' -_ fallout of the Euro. area debt crisis, one of the non-
- core assets at risk i IS trade finance in Asia. )f the Euro
. area'

nsas detenorates a substantial contraction in
the suppiy of trade finance could occur due fo a
llqurdrty ‘squeeze: ‘and: re-pricing of risks. The
frade: credit lines would severely affect
rrnport' nd :@xport businessés in the APEC region
because ‘they: would not be able conduct their normat

Net j"‘”;‘Ja': of oil. pnce kzke on APEC
wouldbe negat _"e L

The APEC reglon asa whole is & net importer of oil.
While, oli |s : lmported from a number of different
those (fran; Saudi Arabia, United
Em d Venezuela) provided over haif of
the region’ s imports. - By: far: the largest share of oil
trade “from " the Middle East is destined for Asia,
reflectmg the reglon s |arge share of demand as well
as is own !|m=ted crude oil production. - Therefore, an
rntensn‘"catlon of geopohtlca[ tensions in this area
would - s:gmf’oantly impact on the oil supply flow to
Asia, which in urn would translate mto higher costs
for 6il lmport 3

Economlc_-growt ln net oil |mporters {e.g. Australia;
Chile,; China;; Hong Kong, China; Japan; - New
Zealand;:. F’eru “the Phlhpplnes Korea; Singapore,
Thariand and the Unlted States) would be negatively
affected by hlgher oﬂ prices.  This. is :because
susta:ned hlgh ail pnces ‘would resuit in reduced real
drsposabie incorme;: detenoratrng terms of trade and
rising costs of ol rnputs The degree of the impact on
net- oil- importmg economies depends on both their
level of ail lntenSIty and the proportion of oil used in
total energy consumptlon

s Asniundeon;'T.-j Dorsey, T., Khachatryan, A., and Saita, M,
{2011), Tradé and Trade Finance in the 2008-09 Financial
Crisis, IMF Working Paper.

1 1MF and BAFT Trade Finance Survey (2009}). -
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An economy with relatively high oil intensity'" and
high reliance on oil as the source of energy
consumption would be more adversely affected by
rising oil prices than an. economy with lower oil
intensity. As shown in Figure 20, industrialized APEC
sconomies tend 1o’ have lower levels of oii intensity
than APEC emerging ‘and developing. This partly
reflects the adoption ‘of less oil-intensive technology
as well the expansion; of the: service sectors within
their domestlc eoonomles

Figure 20 |nd1cators of Ol| Intensny32 Selected APEC
= Economles 2010

’ Austraha'. i
NewZeetand e
UnlEedSEalgs_' .

= F‘hrh el
p%h[ ¥
Hong Kong China--
China;
" Indonesia:
Co M

S Ml 1
Chnnese ‘E‘a pﬂl:
Vietnam:
Thalland:
Singapore: 3 " i
U Q.. .10 Q.16 0.20 0.25
.': M!"IDn tonnes/USD billion GDP

Source: BP Statlst:cal Review of World Energy 2011, IMF
WEQ Apnl2012

The |mpact of sustamed hlgh cil prices would be
significant. . for.. ‘some “emerging and developing
economies. - such as Hong Kong China; Korea;
Malaysia; the thpp:nes and Thailand - as they have
relatively - a. high fevel of oil intensity. In these
economies, oil is- also the primary source of energy
consumption; accounting for more than 35% of total
'energy use (Figure 21)

thure 21 APEC S Net Ol! Importers Mix of Energy Use in

“CT HKG JPN NZ: PE PHL PRC.ROK SIN THA USA

C 'lOii_ = Gas _??Coel ‘wNuclsar % Hydro 4 Renewabile

‘Sou fce: BP Statistical Review of World Energy 2011

1t oll ntensity iridicates that an economy s relatively
reliant on oil a8 an input to production than in an
economy: W|th IoWer oal mtens:ty

Singapore is an interesting case; The impact of high
oil prices on.the economy would be negatlve as oil
accounts for  89% _' total prsmary gnergy
consumption, " t . among “all APEC
aconomies. . However the megnltude of the tmpact is
unclear. . Among APEC economles for. wh|ch data is
availabie, Smgapore has the hlghest Ievet of ou]
intensity. : However thls also reﬂects its: role as 'a
regional. [mporter and reflner of crude oiland expor’(er
of petroieum products, rather  than’ htgh levels of
domestlo oil consump’non

In oomparlson o 1ndustnahzed eoonomses China has
: her. level of oil intensity as a result of
'raprd |nduetrta _'growlh and increases in its autornobile
However orl eccounts for less than 20%

energy in Chln_ « mes from coal, which accounts for
“total prlmary energy consumptlon This
_e rmpact of hlgh oll prloes on China

: --mcreases in oil prrces are more . Sften

'than not benet" cial for net ail exporters. {e.g, Canada;
done Malaysia; Mexico; Russia ‘and Viet'Nam).
"':'_ls usually true when rising: oif prrcee are ted by an

e in world aggregate demand, The gam inreal
assoc:ated with the lmprovement in the terms

: of trade and hrgher export voluiies would be more

ffset mcreases in, costs for busrnesses and

: households

itan mcreese in oil prlces is assoc:lated with

. "s"ppiy'dis upﬁ"ons from other oil”éxporters, the net

bene - for o:[ exporters in the APEC reg_lon may be

- depress demand for orl as well ae demand for other

'lv efEects could be

Desplte the: fact that Canada isa net ol exporter, the
economy hes not: banefitted from' recent rises in the
priceof oil:+AS the__current ‘avolution in oil prices has
been - largely . ‘driven - by ‘concerns over supply
d;srupt;ons “from: certain oil producing markets in the
Middle East; the price of oll that Canada impors
(more closely. tied to Brent crude oil) has increased.
On the other hand, hew production of crude: oil in
North Dakota and Canada and decreased U.S.
demand have fimited the increases in price of oil that
Canada exports (more closely tied to West Texas
Intermediate (WTI) (Figure 22). By itself, the wedge
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between the price of oil that Canada imports and the
price of oil it exports could deteriorate its terms of
frade, which in turn reduces gross domestic income

The increase in the price of impored-oil- has also
raised production costs for Canadian firms. Also, as
half of the gasoline consumed in Canada is produced
from imported crude oil, consumers and businesses
have been faced with higher gasoline prices.
Together, rising costs ‘and reduced income have
dampened spending on domestically produced goods
and services,

Figure 22: Recent Evolution in Qil Prices: Brent versus
West Texas Intermediate Crude Oil
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VIl. Concluding remarks

After a year which has seen a deepening crisis in the
Euro area, volatile stock markets and devastating
natural disasters, 2012 is set to be ancther
challenging year for the global economy. For APEC,
the short-term economic outlook will continue to be
influenced by global economic and financial
developments. A re-intensification of the crisis in the
Euro could setback growth in the APEC region, with:
small and open economies being the most.
vulnerable. There are also concerns over oil supplies
if Middle East sources are disrupted. :

A potential worsening of the Euro area crisis wou'ld"._'.-.

create an unceriain business environment, causing

firms to scale back investment, and negativély:

impacting on business activity through four chaninals:
s A sharp contraction in aggregate demand
* Increased exchange volatility; .
+  Tighter credif conditions; and- o

e Liquidity crunch in trade finance -~ -

The APEC reglon as _whole rs a net importer of oil.
Sustained andlarge: |ncreases in oil prices could
result  in.- reduce : reel disposable  income,
deteriorating. terms of:-r de and. rising costs of oil

inputs, thereby reduc:ng the reglon s overall economic
growth. e 3

The APEC Poiie Support :Un'it 'p'r'ovides APEC members
and fora with professronal and tailor-made research,

anaiysis, pollcy support and - evidence-based policy
suggestions.

Address: 35 Keng Mur Keng Terrace Slngapore 119616

Websife: hitp Ilwww apec: orglenlAbout Us/Policy-Support-

Unit.aspx -
E-mail: qugroug@agec.org:

APEC#212-SE-016

APEC Policy Support Unit
30 May 2012
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' ';_._:_c':n'r'ri'e'nium Vitae
‘Raymiond F. Greene

Work Experience

Director, Office of Economic Pollcy, Bureau of East Asian and Pacific Affairs, U.S. Department of
State -
{July 2012-present) . ; .
» Advises Stafe. Department !eadersmp in advancing U.S. economic, trade, and publrc health. S
interests in the Asia-Pacific region S
» Oversees coordmatron for U.S. participation in the Asia-Pacific Economic Cooperatron
{APEC) Forum :

Consul General U S Consuiate General Okinawa
(August 2009-July, 2012)
e Served as sentor U S Government Representative in Okinawa

. Oversaw budget admfnfstret.'ve and personnel issties for 27-person diplomatic ,oost

e Engaged] loca, natronal and international press on U.S. base realignment -~

» Led efforts to expand U.S.-Okinawa Economic and Scientific Exchanges, mcludmg fhe
bfleterai Haweu»Okmawa Renewable Energy Fartnership . :

+ . Acted as Pohtrcal ‘Advisor to the Commander of Operation Tomodacn: foﬂowmg the March 1 1,

.201 1 tsunamr rn northern Japan

Chuef Secunty Pollcy Unlt U.S. Embassy, Tokyo
{June 2006—July 2009) : :
» Led 11-person Unit charged with managing the U.S. -Japan Secunty A!Irance

.o 'Negotlated $2.8 billion host nafion support agreement and was State Depan‘ment Jead in talks
with. Japan to secure $3.2 billion in funding for the relocation of: i S Mannes fo Guam

. Co—chafred bifateral standing commiltees on base reahgnment mformat.ron secutily, and crisis
management S

Parnc:pated in tritateral security dialogues with Korea and Austrah

Baker—Kato Dlplomatic Exchange Fellow, Japanese Ministry of Forelgn 'ffalrs' Tokyo
(September 2005-June 2006)
« First U. S diplomat assigned to Japanese Foreign Mmrstry

»  Worked in North American and Asia Bureaus on public dtplomecj/,

ASEAN '_end ODA issues

Deputy Chief, Political Section, American Institute in Chinese Taipe'ii X
(June 2002-July 2005)
« Responsible for cross-Strait issues and ifaison with Presrdentfa! Offrce and ru!fng pames

« [edengagement with Legisfalive Yuan on key bilateral ISSUGS mc!udmg passage of
intellectual property legislation :

Political Officer, U.S. Embassy, Tokyo
(September 1998-July 2000)
«  Sole domestic political reporting officer
»  Portfolio included Japan's relations with the Middle East and Afnca counter terronsm and
human rights . -
s Supported U.S. engagement in G-8 process, including through part.vc:pat;on in counfer—
terrorism working group

Rotationat Officer, U.S. Embassy, Manila
(December 1996-August 1098)
_*» " Responsible in Poliical Section for bilateral security issues, counter- narcolics, and Philippine

rela_tfqns_ _uw_i_‘h China and ASEAN

» Provided Visa and American Cifizens Services in Consular Section

Researcher, Institute for International Economics, Washington, DC
{(June 1995-July 1896) )
*  Research focus on APEC, including contribution to book "Asia Pacific Fusion”

s Supported IIE projects on North Korearr economy and economic sanctions

Education
Foreign Service Institute, Chinese Language and Area Studies, Washington, DC and Taipei
Certificate in Advanced Chinese Language and Area Stiidies, 2002

University of Maryland, College Park, MD

M.P.M., International Security and Economic Policy, 1995
B.A., Government and Politics/Japanese Language, 1992
Certificate, kast Asian Studies, 1892

international Christian University, Tokyo
Exchange Sludent (1980-1991)

Lenguages
Japanese; Mandarin Chinese

Awards and Honors ) o
Secretary of Defense Meritorious Civilian Service Medal, Three Départiment of Stats Superior Honor
Awards, Efected (2004) as Term Member, Council on Foreign Relations (CFR)




CONSULATE GENERAL OF THE
CUNITED STATES OF AMERICA

May 25, 2012
Dear EC Colleagues, TN

As interim Chair, I very much appreciate the contributions and hard work that the Sec:retanat and

member economies have put into the upeoming EC2 miesting in Kazan. We have a robust
agenda and I look forward to a spirited dialogue. During the EC2 meeting, we will-also b
electing a new Chairman to replace Louis Bono. As you know, the United States has put my
name forward to fulfill Mr. Bono’s tenure as EC Chair. Ahead of our meeting next week,
thought it would be useful to share my vision for the EC durmg this crmcal ume 111 APE g
development.

The EC has evolved considerably from its early days as the successor to the Ad Ho ;'-Eeunomic
Trends and Issues (ETI) Group, Originally tasked with the important mission of analyzmg i
economlc trends and related data, the EC in recent years has assmned an mcreasmgl '

'reahzmg the Bogor vision for a Free Trade Area’ of the Asia Pacific, the EC should cen _
lead the harmonization of policies and practices within bordérs that will promote-bu%mess '
development and innovation. The convergence of internal structural reform with trade and

investment liberalization will be key to mamta,mmg the tr&mendous econ0m1c growth the As"a
Pacific has enjoyed for so long.

At the same tlme we should not forget the EC’s ongmal mandate 1o advxse AP : on
magro- and micro-economic trends in the region. Given both the uncertainty i th g_lobal
cconomy and the rapid growth in trade and investment within APEC, it is critical that pohcy
makers be prepared to react effectively to market-driven changes in how the regmn does
business. Constant interaction with the ABAC and other private sector organizations as well as
close coordination with the PSU and partnets such as the OECD will help ensure that-the--EC is
able to effectively identify future challenges and policy priorities for our Leaders, Ministers, and
Senior Officials. The EC should also closely monitor developments in other multﬂate t forums
like the (-20 to maximize synergies and avoid dupi:cative efforts. :

As Chair, I hope to build on the successful work by my predecessors and Vice Chalrs to make
the EC a cote part of APEC’s work. With support from my first rate team in the State =
Department and benefiting from the experience and counsel of the EC’s Vice Chalrs and APEC
Secretariat, I have no doubt we can achieve even more in the future. Ilook torward 10 workmg
with you all to realize our shared objectives.




