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l. Introduction

e Growing concern in Southeast Asia about
China’s economic presence.

» Review of economic partnership after
China’s accession to the WTO.

e Chinese Premier proposed an ASEAN -
China FTA.

Il. Background

Environment

« A natural response to growing FTAs.

« Trade liberalization has been
progressive.

« Economic relationship has grown rapidly
in recent years.

« Outward orientation of both sides could
attract outsiders to trade and invest.

Il. Background (continued)

Framework of economic cooperation

e Trade and investment facilitation.

« Provision of technical assistance and
capacity building for ASEAN new
members.

* Promotion measures given to ASEAN
new members.

« Expansion of cooperation in various
areas.
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1. Implications

Context

e An economic area with 1.8 billion
population, GDP of about US$ 2 trillion
and total trade estimated at US $ 1.23
t r i I I i 0 n

e Average tariff and non-tariff barriers
lower in ASEAN (2.33% for chinese
products)compared to China(9.37% on
ASEAN products).

* An FTA will allow more trade creation
rather than trade diversion, lower costs,

Methodology
—GTAP model ( Computable General
Equilibrium Model)

—Elimination of tariffs between ASEAN
and China

—Tariff rate as of 1999




Macroeconomic impact

e Real GDP gain of 0.38% for ASEAN and

Impact of FTAs on ASEAN & China welfare

0.36

% for

China

e Trade expansion of 53.3% for ASEAN and

23.1

% for

China

e ASEAN gain from large China’s market
while ASEAN exports to the third markets

slown down. —
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Sectoral impact of FTA for ASEAN
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V. Upcoming Challenges

Table 7 : Tentative timetable for elimination of tariffs between ASEAN and China
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« ASEAN - China FTA could contribute to a
wide “Asian Economic




