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India and Association of South East Asian N@sns (ASEAN)
relationship has improved towards a new trajectory. The bridg
0SG6SSYy WwW[221 9FadQ LRtAOE |y
through constant dialogue between the two groupsdia and ASEAN
both share common historical experiernggoals, visions, and hurdles,
which make them pivotal to shape the world in the coming times.

In the present world, current dynamics amid both regions has be
the understanding that led to budding areas of-@peration, which
include economic field, energector, human resources development
capacity building and security and maritime-gperation. Further,
reinforcement of sentiments, confidence, and trade between Ind
and ASEAN engendered prospects of substantial development. E
groups have embarked pon utilizing new dimensions of their
relationship.

Indeed, the past few years have witnessed a reorientation in outlo
of IndiaASEAN trade pattern. In view of the importance of th
relationship for sustained economic development, PHD Chambers
for greater and balanced cooperation in the field of trade an
investment.

b2GF o6f & X

1{9!b KFa I aA3ayAFTaol
LYRAI K2fR&

I YSEF3ISNI F220LINRY

With continuous talks and meets, India has evinced signs of foggin
long term partnership that will help in promoting sustainabl
development, security and a better rapport between the people «
India and ASEAN group.

PHD Chamber has always noted the importance of ASEAN grou
LYRAIFIQa&a . I fl yOS 2 ¥n ehfhudiast® yrandoter of
India and ASEAN relationship in the coming times.
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Executive Summary

Association of South East Asian Nations (ASEAN) comprisexgpaOmies if treated as a

single entity, would rank as thé®3argest economy in Asia and' fargest in the world. The
AYLRZNIGFYOS 2F LYRAFQA& OdaNNBYy (i NBfIFUGAZ2YaKAL |
beneficial growth in trade will require greater political, economic, and strategic engagement

with ASEAN.

ASEAN as a region hdisplayedgreat dynamismThe total bilateral trade between India

FYR 1 {9!b ylIiGA2ya 3INBg FTNRY ! {5 puHdc OAff A2
exports to ASEAN witnessed a drop from USD 37.89 billion in 2013 to USD 26.38 hillion in
2016. Contrary, IndiQa AYLIZ2 NI a RSOftAYSR FNRY ! {5 nH®PoMm
2016

LYRAFQ& GNIRS NBfFdA2ya gAGK ! {9! b SRANGS g A ()
India Free Trade Agreement (AIFTA) Ly G SNBadAy3It ez LYRAI Q& SELJ
pre-AIFTA stood at a CAGR of 23.39% whereas import growth stood at a CAGR of 23.71%
during 200309. { A Ydzf (i yS2dzat e~ LYRAIFIQ&A GNIRS RSTAOA
billion to USD 6.07 billioduring the same period, respectively.

Duringthepost LC¢! NBIAYSZT LYRAFQ& SELRNI 3INRsGK
compared to the import growth of CAGR 4.33% during 204.0n addition, the trade deficit

grew at a CAGR of 10.01% during 2@60 The AIFTA may have decelerated the pace of
growth in rade between India and ASEAN.

Over the years, the trade trajectory between India and ASEAN witnessed a shift in
AAIAYATFTAOFYOS F2N) SFOK 20KSNRa YIN]JSie® DAGSY
ASEAN and World, role of India has remained lackiust¢gr ! { 9! bQa YIF NJ Sdo
AYAAIAYATFAOIY (G LINBASYyOS Ay 1{9!'bQa G2L) GdSy A
billion valued imports from India, accounting for a share of 1.57% of overall impodSD

752.35 billionfrom world during 2016.

On theother hand,IndiaQ& SE L2 NI &Kl NB 2 B2 sibadlak USE $54.48NP R dzO
billion, accounting for a share of 59.3% of the total exports during 2016. Ofofh¢en

exports to the world, India exported USD 11.97 billion to ASEAN during the sarod, per
accounting for a share of 7.75% of the total exports of USD 260.33 billion to world.

The trade gap between India and ASEAN has expanded at a greater extent over the years.
The primary reason has been the design of the trade between India and ASHZMNN A&s
greater trade complementarities with India, indicating more aligned export pattern of
ASEAN with the import pattern of India. In addition, the drop in tariffs has also played a
catalyst, however the extent of change has been limited. 9 ! b Q &vol@rie bizoNien
products stood at USD 798.76 billion, accounting for a share of 67.5% of total exports of
USD 1.18 trillion during 2016. Of the total exports, ASEAN exported around USD 27.57
billion to India with a share of 3.45% during the same period.

PHD Research Bureau



Of the total imports by India, the top ten products accounted for 74.3% share and valued at
USD 265.04 billion during 2016. Interestingly, ASEAN group has a very strong significance in
LY RA I Qampadrte wiih al shafe of 10.47%, valued at USD 27.[fi6érbduring the same

period.

The analysis also revealed thaSEAN is not a major importer in the world of the product
categories where India holds export advantage. For instance, ASEAIN entire region
AYLRNIGAEA odd: 2F GKS HBSNANRRAl yYRUOUINEOARWR 6 dz
GSKAOf Sazx IyR w3: 2F ¢2NI RQa LIKFNXI OSdziA Ol f
strong presence in case of pharma products in ASEAN, the import volume of pharma
products by ASEAN has been moderate overytags.

The major bottlenecks constraining the performance of Indian exports in the ASEAN market
are the stiff competition from China andnposition of stringent nontariff barriers.
Proliferation of nortariff measures (NTMs) in the ASEAN market has ouedathe
economic integration of Indian products in ASEAN. According to WTO Database, between
2000 and 2015, notariff measures in ASEAN rose from 1,634 to 5,975, especially for the
developing countries.

China has been one of the biggest exporters to ASEA Y Yl 22NAG&é 2F (KS
engagement in ASEAN has been hindered by the enhanced competitiveness of Chinese
products such as electrical equipments, mechanical appliances, plastics, iron and steel and
organic chemicals among others. ASEAN ingpantound 24.31% of its biggest import
commodity valued at USD 254.29 billiomiz. electrical equipment, and around 41% of its

iron and steel import demandf USD 35.57 billiolrom China during 2016.

Going ahead, to enhance its presence in the ASEAkket, India needs to explore the

potential of the ASEAN Economic Community (AEC) to its fullest. Targeting a common
market of more than 600 million people with eased tariff rates could miniaturized the
QdzNRB LISFY ! yA2Y QA | YR b !0@idlionGriarkeps/regspedtikefyt A 2y | YR

In addition, to counter the onslaught of trade deficit that India has incurred over the years
with ASEAN, an intelligent incentive structure needs to be devised. It is also noted that due
to high competitiveness in the iatnational markets, industries are not encouraged much
too aggressively to it for higher exports.

Therefore, rather than making attempt to protect domestic industry, it is necessary to equip
them for global competition. This will help the industry witticreasing ability to counter the
growing presence of China in ASEAN and able to sail through in ASEAN market with rising
exports. ASEAN India Free Trade Agreement holds enormous potential for India; however,
economic gains can be substantial only if sypgiains are developed with a focus towards
intra-industry trade.

PHD Research Bureau



Chapter 1
Global Trade and Investment Scenario

1.1 Introduction

According to the World Bank estimates, thbal economic growths expected to cross
3.1%in 2018 after a much strongéhan-expected 2017,0n the back ofrecovery in
investment, manufacturing, and trade. Growth in advanced economies is expected to
moderate slightly t02.2%in 2018, as central banks gradugllyrsue the investment friendly
policy measuresGrowth in emerging market and developing economies as a whole is
expected to strengthen to 4.5% 2018, as activity in commodity exporters continues t
recover amid firming prices.

Global GDP at Current Prices during 1398016

| LABEL

- WORLD

/
v

USD 75.84
~  tilion |

Source: PHD Research Bureau; Compiled from World Bank Database

The global GDP at current prices have expanded from USD 31.5 trillion in 1996 to USD 75.8
trillion in 2016. Since the global financial crisis of 2008, theo@omic growth in both
developing and advanced economies has slowedn. ! a Adro@th hasalso moderated

after the crisisto a large extent driven by the slowdown in tldina The re2 y Q a

SO2y2Yyeé

expanded on average 7.6% annually during 22010, but growth slowed to an annual
average of 6.5% during 2042015 TheGlobal economic activity continues to firm ap the
global output have grown by 3.7%n 2017, which is 0.1 percentage points faster than
projected in the fall and ¥z percentage points higher than in 2016. The pickup in growth has
been broad based, with notable upside surprises in Europe and Asia.

The cyclical factors likeeak global recoery has curtailed exports of developing economies
that are open and highly reliant on external demand, including those closely integrated in

PHD Research Bureau



global value chains. The flagging global recovery, coupled with/tlieA ygromth
moderation, has contributed toaddtening global commodity prices and constrained the
growth of commodityexporting countries. Effective demand management, including both
monetary and fiscal measures, is important to respond to cyclical slowdowns.

The global economy is going strong and piospects seembright in the coming timesbut
global risks like protectionigbolicy measures pursued by various countries especially the
prevalence of trade war between USA and China thesaten momentumof growth in the
trade and economyTheglobaltrading system is being fuelled by the dramatic reduction in
global transport and communication cost®wever, gopolitics like trade wars arealso
playing a decisive role in restructuring and reinfordimg global trading patterns.

Global Trade as a peentage of GDP (1998016)

/ ~_.
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Source: PHD Research Bureau; Compiled from World Bank Database

The globamerchandise trade volume expectedto growat 2.4% in 201718, but due to a

high level of uncertainty, this isaded within a range 01.8-3.6%, according to the WTO
estimates. Global economic performance goes hand in hand with the global trade
performance. The wak international trade growth in the last few years largely reflects
continuing weakness in the global economy. Trade has titenpial to strengthen global
growth if the movement of goods and supply of services across borders remains largely
unregulated.

The share of global trade as a percentage of global GDP grew from 34.6% in 1996 to 42.3%
in 2016; however, the share has witrsesl a fall from a high of 50.3% in 2011.

PHD Research Bureau 8



1.2 Global Investments

Global BreignDirect Investment (FDIjlows fell by 166to USD 1.52 trillion from USD 1.81
trillion in 201617 but a significant rebound is projected for emerging as well as developing
econonies in 201718". India rankedat 10" spot among the top host economies for FDI

inflows in 2017 with USD 45 billion overseas investment.

Despiteadecline in FDI inflows tdeveloping Asia in 2016 by 22f4lling toUSD413 billion,

inflows to the Chinarose by 2.3%, and there was a rise in investments to the Republic of
Korea, and to PakistaiDI to developing economiesmained stable, at an estimated USD
653 billion, 2% more than the previous yeBreveloping Asia regained its position as the
largest FD recipient region in the world, followed by the European Union and North

America.

GlobalFDI inflowsas a percentage of GDP (192616)

e

y

y
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— 2.93%

in 2016
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Source: PHD Research Bureau; Compiled from World Bank Database

The global share of FDI inflowsthe percentage of GDP grew from 1.2% in 1996 to 2.9% in
2016. Going forward, igher economic growtlprospects trade volumes and commodity

pricesaims towardsa potential increase in global FDI in 2018.

1.3 )T AEAGO BT OEOET 1

ET

Ci T AAI

OOAAA AT A

India is one of the most important playera the global economic landscapédia's

attractiveness as a global investment destination has strengthened on account of the

country's political will to attract and protect investment growths. India’'s inclugiatie top
investment destination is a testament of this confidence

! World Investment Report 2017, UNCTAD

PHD Research Bureau
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India is not only the fastest growing economy in the world but also a bright spot in the

global economic system as its participation in the world economic system is increasing
significg/ G f & &SFNJ FFGSNI @8SIENWP LYRAFQA &AKINB Ay
around 32% in 2017and is expected to further expand to around 5% in 2021, as per the
International Monetary FundIlF) estimates The IMFhas advocated fo Y RA I ¢hA I NP &
potential and has retained its GOBrecast for the country at 6.7% in 2017 and 7.4%%

2018

According toUnited Nations Conference on Trade and Developfent 6] b/ ¢! 5 Qa0 2
Investment Report 201ndiahasimproved its ranking by one notch td"osition as one

of the highest recipients of foreign direct investment (FDI) in 2016, at a wiren global

FDI flows fell During April 200@ December 2017, India attracted around USD 368 billion

FDI inflows from the world. On the back of liberaliaatof FDI norms and advent of GST,

the FDI have witnessed a surge in flows.

On the trade front,after remaining in negative territory for a couple of years, growth of
exports rebounded into positive one during 2018 and strengthened further in 20118.
After nearly stagnating in 20145 and declining in 20156, exports of goods and services
began to pick up in 20167. Imports also increased but at a slower pace, thus helping in
narrowing the current account deficit in 204&. Expas are expected to grow at.5%in
201718, while imports are expected to grow at a faster rate.

Goingahead XNJ LY RA L Q4 GNIX RS o0 f I oS a sugaindd\glaiie @3S 5 ¢
in 201819. Additionally, improvement in trade balaneell be highly dependent oithe
paceof global economic recovery, valuation of rupee, amgort demand

PHD Research Bureau 10



Chapter 2
Economic Outlook and Structure of ASEAN

2.1 Introduction

Association of South East Asian NatioASEANis one of the growthcentersin the world
economy. The current trend in the 21st centuryais integration of the South East Asian
region. The ASEAN was established off Bugust 1967 in &gkok, Thailandwith the
signing of the ASEAN Declaration (Bangkok Declaration) by the Rgurathers of ASEAN,
namely Indonesia, Malaysia, Philippines, Singapore and ThaBandei Darussalanthen,
joined on 7' January 1984, Viet Nam on 28uly 1995 aosand Myanmar on 28 July
1997, and Cambodia on B®pril 1999, making up what isday the ten Member States of
ASEAN.

ASEAN Bloc at a Glance

Myanmar

S,

- F)
Philippines

Vietnam

. y ?
*

8runel
Darussalam $
Lo, PR

—_—
Thailand

Cambodia ‘

Singapore

__-_

Indonesia

Malaysia

1
Source: ASEAN

ASEAN encompassed nations such a®Brunei, Cambodia, Indonesia, Laos, Malaysia,
Myanmar, the Philippines, Singapore, Thailand, and Vietnanonomies at vastly different
stagesof development but all sharing immense growth potential. ASEAN is a major global
hub of manufacturing and trade, as well as one of the fasgestving consumer markets in

the world.

Some of the key characteristics of ASEAN region:

PHD Research Bureau 11



1. 1 {91! bQa S stes 168n\¥an &dhbniicipowerhouséf ASEAN were a single
country, it would already be th@&" largest economy in the world, with a comkith GDP of
USD 2.6 trillion in 2016t is projected to rank as thé" largest economy by 2050

Laborforce expansion rad productivity improvements drive GDP grow#md ASEAN is
making impressive strides in both areas. Home to more than 600 million people, it has a
larger population than the European Union or North America. ASEAN has thdatigedt

labor force in the wdd, behind China and India; its youthful population is producing a
demographic dividendAlmost 60%of total growth since 1990 has come from productivity
gains, as sectors such as manufacturing, retail, telecommunications, and transportation
grow more eficient.

2. ASEAN is not a monolithic markeASEAN is a diverse grodpdonesia represents
amost409%2 ¥ G KS NBIA2yQa SO2y2YAO 2dziLizi FyR A&
emerging from decades of isolation, is still a frontier market working tlbits institutions.

GDP per capita in Singapore, for instance, is more than 30 times higher than in Laos and
more than 50 times higher than in Cambodia and Myanmar; in fact, it even surpasses that of
mature economies such as Canada and the United States.

That diversity extends to culture, language, and religion. leda for example, is almost
90%Muslim, while he Philippines is more than 80Reman Cathadi, and Thailand is more
than 95%Buddhist. Although ASEAN is becoming more integrated, investansdsive
aware of local preferences and cultural sensitivities; they cannot rely on siagéts-all
strategy across such widely varying markets.

3. Macroeconomic stability hagrovided a platform for growth: The ASEAN region
proved to be remarkably rdgent in the aftermath of the 2008 global financial crisis, and
presentlyis ina much stronger fiscal position; government debt is under 50% of GRfr
lower than the 90%hae in the United Kingdom or 105#hthe United States

4, ASEAN is growing hub of consumer demandASEAN has dramatically outpaced

the rest of the world on growth in GDP per capita since the late 1970s. Income growth has
remained strong since 2000, with averageaal real gains of more than 5%ome member

nations have growrat arapid pace for instanceVietnam took just 11 years (from 1995 to

2006) todouble its per capita GDP from USD 1,300 to B8D0. Extreme povertygirapidly

reducing in the region. In 2000, 126f (G KS NBIA 2y Qa Llhteddatidnal A 2y 41
poverty line of USM.25 a day (calculated in purchasipgwer-parity terms), but by 2013,

that share had fallen to justéd

Around67 million householdsiASEAN states are part of tbensuming class with incomes
exceeding the level at wtih they can begin to make sifjoant discretionary purchases. It is
expected that thenumber could almost double to 125 million households by 2025, making

PHD Research Bureau 12



ASEAN a pivotal consumer market of the future. There is no typical ASEAN consumer, but
some broad tends have emerged: a greater focus on leisure activities, a growing preference
for modern retail formatsand increasing brand awareness.

5. ASEAN is well positioned in global trade floWw&SEAN is thd™ largest exporting
region in the world, trailing wly the European Union, North America, and Chibhaccounts

for 7% of global exportsand as its member states have developed more sophisticated
manufacturing capabilities, their exports have diversified.

Vietnam specializes in textiles and apparel, @h8ingapore and Malaysia are leading
exporters of electronics. Thailand has joined the ranks of leading vehicle and automotive
parts exporters. Other ASEAN members have built export industries around natural
NBaz2dzZNODSad® LYR2YSaAl ucédrand axisdder of pald ol Qtde laigésNA S a G
exporter of coal, and the™ largest producer of cocoa and tin. While Myanmar is just
beginning to open its economy, it has large reserves of oil, gas, and precious minerals. In
addition to exporting manufacturedand agricultural products, the Philippines have
established a thriving businegsocessoutsourcing industry. China, a competitor, has
become a customer. In fact, it is now the most important export market for Malaysia and
Singapore. But demand from thenlted States, Europe, and Japan continues to propel
growth.

ASEAN Free Trade Agreement

The implementation of the ASEAN Free Trade Area (AFTA) pravisteppingstone to

broader liberalization, and, iturn, to promote globalization in the ASEAN regidine

evidence lies in the deliberate decision by original members to offer preferential tariff rates

to non-members on a most favored nation (MFN) bagi€ N5 G Kl y dm: 2F | { 9!
tariff lines have a preference margin of zero, where preferentiaffsaare no lower than the

MFN rate. Over 70% of int/®SEAN trade is also conducted at MFN rates at Fenogoods,

progress in tariff liberalization has been offset by the rise in-tawiff impediments to trade,

which increased from 1,634 to 5,975 beten 2000 and 2015.

The! { 9! b Qa adlasy iMe speed but retained solid momentum in the first
guarter of the2017, weighed down by marginally higher borrowing costs but supported by
solid FDI, improving labor conditions and upbeat global trade flows. Building on a notable
2017 performance, the region is seen growing 5i2%he coming quarter of 2018only
marginallybelow the 5.3% iorease recorded in the previoggiarter.

An upturn in global trade flows, tightening labor conditions and increased public
AYFNF a0 NHzOG dzNBE LINRINI Ya Ay & cuing ndonesi&ahd NB 3 A 2
the Philippines should se growth holding up following a fivgear high of 5.2% in 2017.

The ASEAN economy is expected to increase 512018 which is unchanged from last

PHD Research Bureau 13



Y2YUKQA SaidAYlFGS3s | yR NBYFukhér, shengtriede&hinese + p o
and Indiandemand¥ 2 NJ 322 Ra | yR aSNIBAOSA FNRBY ! {9!b O
outlook, while moderate inflationary pressures and silpbportive monetary conditions

should contribute to healthy private spending.

2.2 Macroeconomic Performance

ASEAN accounts fanst 3.3% of global GDP; it produces more than 7%laifal exports.

The size of ASEAN economy is @$0rillionin 2016and over 622 million peopleesides in

the region.The bloc is currently th@" largesteconomy in the world, and is projected to
become the4™ largestby 2050 The per capita GDP at current prices of ASEAN stood at USD

4,034.

Countries GDP at GDP Per GDP Share (%) Inflation ~ Government
Current  Capita at (Y-0-Y) Budget
Prices Current Average  Deficit asa
(USD Prices (%) percentage of
Million) (USD) GDP (%)
Brunei 11,206 26493 0.8 61.9 37.3 -0.7 -13.96
Cambodia | 19,194 1266 21.7 35.7 42.6 3 4.2
Indonesia | 9,31,216 3600 12.8 40.6 46.6 3.5 -2.49
Lao PDR 15,903 2402 17.6 37.5 44.9 1.6 -5.2
Malaysia | 2,99,632 9464 8.1 38.9 53 2.1 0.18
Myanmar 68,636 1297 27.5 30.9 41.6 7 -
Philippines| 3,11,453 3017 8.8 33.8 57.5 1.8 0.91
Singapore | 2,96,977 52963 0 26.3 73.7 -0.5 1.26
Thailand 4,07,048 6034 6.3 36.1 57.6 0.2 -2.38
Vietnam 1,98,196 2138 17.3 39.1 43.6 2.7 -
ASEAN 2,559,463 4034 - - - - -

Source: PHD Research Bureau; Compiled from ASEAN Statistical Yearbebk 2016

Indonesia is the biggest economy in ASEAN region with GDP at current prices of USD 9.3
trillion whereas Brunei is the smallestonomy in ASEAN in 2016. On the other hand,
Singapore has the biggest per capita income in ASEAN region at USD 52,963 whereas
Cambodia has the lowest per capita income in ASEAN region at USD 1,266.

2.3 Education and Health

Educationand Health sectors are twof the sectors identified as having a pivotal role in
community development of ASEAN region

PHD Research Bureau 14



Countries Adult Literacy Rate Crude Birth Ratid ~ Crude Death Life Expectancy

(%) (per 1000) Ratio* (per 1000) Rater (%)

2016 2015 2015 2016
Brunei 97.6 15.7 ' 3 77.4
Cambodia 80.5 23.8 6 69.1
Indonesia 95.9 19.6 7.2 70.9
Lao PDR 84.7 26.3 6.6 68
Malaysia 94.9 16.8 5 74.8
Myanmar 89.6 17.5 8.3 69.4
Philippines 96.5 23.3 6.8 70.4
Singapore 97 9.7 4.8 82.9
Thailand 96.1 10.5 8 74.3
Vietnam 95 16.9 5.8 73.4
Source: PHD Research Bureau; Compiled from ASEAN Statistical Yearbebk 2Based on latest year
available

The socio¢ economic parameters in ASEAN indicated ameliorating numbers in terms of
strong literacy and life expectancgte, and balanced crude birth and death rate. The adult
literacy rate recorded strong figures for Brunei (97.6%), Philippines (96.5%), Thailand
(96.1%), and Indonesia (95.9%) in ASEAN region. The crude birth rate for Laos, Cambodia
and Philippines registed numbers greater than 20 whereas the death rate remained in the
range of 6 per thousand people, respectively.

2.4  Employment

Theemployment trend in ASEAN economies is witnessing a structural Ishiftost ASEAN
economiesmanufacturing as a share of total employment is falling, while services share is
rising. This could reduce the share of wage workers more and service sector tends to have
more self employegbeople. Tis also has implications for overploductivity growt, since
productivity in manufacturing is highesin the ASEAN region, especially in electronics,
textiles, and machineries among others.

AlthoughAsiahas been growing in stable scenarig globaluncertainlylooms largeon its
employment scenario asmog countries in ASEANare largely export dependent.
Unemployment rates low in mosASEANcountries especially those with large rural
economies, but women and youth face higher unemployment prospects.

Employment Scenario in ASEAN region
Countries  Unemployment rate (Age 15 Number of Unemployed

years and above) (in thousandg
2016 2016
Brunei 6.9 14.1
Cambodia 1 8

PHD Research Bureau 15



Indonesia 5.6 7031.8
Lao PDR 1.9 3886.6
Malaysia 3.4 504.1
Myanmar 4 168
Philippines 5.5 2363
Singapore 3 67.4
Thailand 1 377.5
Vietnam 2.1 1143

Source: PHD Research Bureau; Compiled from ASEAN Statistical Yearbebk 2@t &010

Thailand and Cambodia registered the lowest unemployment rates in ASEAN region in 2016,
viz. at 1%. On the other hand, Brunei, Indonesia, Rhidippines registered the highest rates

at 6.9%, 5.6%, and 5.5%, respectively. Based on head counts, Indonesia employed the 7
million people during 2016; followed by Laos at 3.9 million and Philippines at 2.4 million
during the same period.

2.5 Population

In 2016, the total population of all ASEANtesaamounted to an estimated 63#illion
inhabitants. The most populous nations in ASEAN are Indonesia (258 million); followed by
Philippines (103 million) and Vietnam (92 million).

In ASEAN, the pportion of the aging population nearly doubled ouwso decades, from
7.73% in 20160 15.49% in 2035. The two countries with the largest portion of aging
population are Singapore with 31.74% and Thailand with 23.39% and the two countries with
the lowest poportion of aging population are Lao PDR (8.38%) and the Philippines (8.72%).
In the case of the Philippines, the high birth rates increased the total number of population,
which keeps the proportion of aging population low.

ASEAN Population at a Glanc0(.6)
Country Population  Population growth Urban Population

(in thousand9 (%) (%)
Brunei 423 14 78
Cambodia 15158 1.2 21
Indonesia 258705 1.3 54
Lao PDR 6621 2 40
Malaysia 31661 15 75
Myanmar 52917 0.9 35
Philippines 103243 1.7 44
Singapore 5607 1.3 100
Thailand 67455 0.3 52
Vietnam 92695 1.1 34
ASEAN 634485 1.2 48.2

Source: PHD Research Bureau; Compiled from ASEAN Statistical Yearbebk 2016
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Another implication of a growing aging population is increasing burden on the working
population. The dependency ratio measures the amount of people one working individual
can support. In ASEAN, this ratio will increase from l4®16to 0.59in the conming times

The highest will be in Singapore, where one working person will have to support 0.83
persons in 2035.

ASEAN Population by Age Group in 2016
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0-4 5-19 20-54 55-64 > 65
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Source: ASEAN Stats

Majority of the ASEAN population lies between-320 year age group, viz. 51% thie
population, indicating a strengthened demographic dividend whereas 25.8% of the
population lies in the age group of1® years, among others.

Going ahead, according to the estimates of United Nati®wpulation Division, the
population of ASEAN will arease from 634 million people in 2016 717 million in 2030
and 741 million people in 2035, a rate of 0.85% per annum

2.6 Foreign Direct Investment

FDI flows in ASEAN remained at a high lev@Diti7 at USD 9Billion. Flows to the region
fell by around20% reflecting the general decline in global FDI flows and in flows to
developing economiesThe cossborder Mergers andAcquisition sales in ASEAN fell by
25% from USD 10.3 billion in 2015 to UBD billion in 2016, which also contributed to the
fall in FDI inflowsintra-ASEAN invement rose to a record level of USD 24 billion in 2016
and accountedor around 25%f total FDI flows in the region

FDI flow in ASEAN during 2016

Countries

Net FDI Inward

Net Intra<ASEAN FDI

Flows Inward Flovs
(USD Million) (USD Million)
Brunei -150.4 195.1
Cambodia 2279.7 5.4
Indonesia 3520.8 1086.8
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Lao PDR 1075.7 23.7

Malaysia 11328.8 5248.5
Myanmar 2989.5 51.8
Philippines 7933.1 157.9
Singapore 53912.2 15053.5
Thailand 2553.2 2534.5
Vietnam 12600 283.4
ASEAN 98042.5 24662

Source: PHD Research Bureau; Compiled from ASEAN Statistical Yearbebk 2016

The rise in intréASEAN investment in 2016 was driven by a-tinmls increase in
investment in manufacturing, t&JSD8.3 billion, and a doubling of investmemt finance, to
USDS5 billion. Intraegional investment from seven ember states rose whereirsingapore,
Malaysia and Thailand dominatéige intra-ASEAN investment.

ASEAN Top Ten FDI Country Source in ZOBD Million)

EU-28 32,239.0 32.9
ASEAN 24.662.0 25.2
USA 12,214 .4 12.5
Japan 11,535.6 11.8
Hong Kong 9.885.0 10.1
China 9,799.3 10.0
Republic of Korea 5,743.5 59
Taiwan 4,197 .4 4.3
Australia 3,397-3 3.5
India 1,046.8 1.1

TOTAL 98,042.5 100.0

Source: PHD Research Bure@ompiled from ASEAN Statistical Yearbook 2016

On the FDI front, European Union has been the biggest investor in ASEAN (32.9%); followed
by IntraASEAN region (25.2%), USA (12.5), among othkajer factors behind the rise in
intra-regional investment i the growing financial strength and significant cash holdings of
ASEAN firms and their increasing drive to internationalize to build competitiveness and to
access markets, natural resources and strategic assets.

2.7 Infrastructure

ASEAN covers land aea of 4.4 million sg. kms. argbo of the total land area of Earth.
ASEAN territorial waters cover an area about three times larger than its land counterpart,
making it particularly important in terms of sea lanes and fishefiés. role of infrastructure

is critical to promoting sustainable growth and improving connectivity among the ASEAN
economies.
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Increased connectivity and quality of infrastructure will facilitate business and trade growth.
Countries with strengthened and robust infrastructuréend to have better quality
infrastructure and are more competitive.

Countries Road Railway  No. of No. of No. of No. of
Infrastructure  Route Domestic International Domestic International
- Total Length Length ports Ports airports airports
(Km) (Km)
Brunei 2,999 - - 1 - 1
Cambodia 54,541 652 5 3 5 3
Indonesia 5,18,153 5,204 2150 136 208 29
Lao PDR 58,885 35 - - 9 4
Malaysia 2,38823 1,641 13 15 25 6
Myanmar 1,36,102 6,077 22 9 31 3
Philippines 32,633 495 412 150 73 11
Singapore 3,496 200 - 2 - 2
Thailand 2,34,754 4,034 242 8 31 6
Vietnam 3,26,000 2,554 - 240 12 9

Source: PHD Research Bureau; Compiled from ASEAN Statistical Yearbebk R@ité: Based on latest
available period

Among ASEAN nations, Indonesia, Vietnam, Malaysia, Thailand and Myanmanbafe

the strengthened road infrastructure in terms of length of kms. Compared to other ASEAN
Nations, Indonesia holds a robust infrastructure ecosystem wherein number of domestic
and international airports and ports are expanding year after year.

2.8 Tourism prospects

¢N} oSt FyR (2dz2NAay aSOG2N) Aa | AA3IYyATFAOLy
Travel and tourism accountel 2 NJ mH o’z 2 F | { &cotifghato tbeSWorldA Yy H N
Travel & Tourism Council (WTTC), compared with an average ofir8.B%a Pacific and

9.8% globally. The ASEAN Tourism Strategic Plan (ATSP) targets tourism to make up 15% of
ASEAN GDP by 2025 and to account for 7% of total employment, fronpfzgéfitly.

Countries Foreign Tourist Intra-ASEAN Foreign Tourist ExtraASEAN Foreign Touris

Arrival Arrival Arrival
(in Thousands) (in Thousands) (in Thousands)

2015 2015 2015

Brunei 218 119 99
Cambodia 4775 2098 2677
Indonesia 10407 3861 6546
Lao PDR 4684 3589 1096
Malaysia 25721 19147 6575
Myanmar 4681 1763 2918
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Philippines 5361 482 4879

Singapore 15231 5748 9483
Thailand 29881 7886 21995
Vietnam 7944 1301 6643
ASEAN 108904 45992 62912

Source: PHD Research Bureau; Compiled from ASEAN Statistical Yearbebk R@té: Intra means within
ASEAN and Extraeans outside of ASEAN region

Majority of the foreign tourists arrived at Thailand (22 million); followed by Singapore (9.5
million), Vietnam (6.6 million) among othefEhailandhas remained { 9! b Q& (2 dzNRA &Y

jewel whereintourism directly andndirectly accounted for o8 NJ H /82 2F ¢ KF Af | yF
2015 accompanied by a 20% yeam-year (y-0-y) increase in international tourists to 30
million.
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3.1 Introduction

Indiaand ASEAN are together a home to 1.8 billion peopleingeey combined economy of
U 3.8 trillion and a substantial share of world resources. With shared land and maritime
boundaries, ASEAMdia relations are firmly embedded in Culture, Commerce and
Conrectivity.

| 2y Qo f S ri@e MiMsEeNg KINR b | NI &igitYik Southedst2A€i@n countries
marked thestart of LY RAl Qa [ 22Y @G K& ( S UIRID®, Ordighbpcatdé &
dialogue partner across limited sectors in ASEANich was graduatetb the status of full
dialogue partnership in 199%n 1996, Indicbecame a full member of the ASEAN Regional
Forum (ARF). Since thdndiaASEAelations have continued to mature. Issues concerning
economics, security, and connectivity have always baemthe forefront of IndiaASEAN
relations.

To take the plurilateral relationship to the next levéidia signed a FTAin goodswith
ASEANh 2009 Later onan FTA in services and investmewss signedn 2014. Apart from
this, Indiaintensified its rehtions by signing theComprehensive Economic Cooperation
Agreement( CECAWith various countries of ASEAN.

3.2 ASEANz India Free Trade Agreement (AIFTA)

The ASEAdIndia Free Trade Area (AIFTA) is a free trade area among the ten member
states” of the Association of Southeast Asian Nations (ASEAN) and India. The initial
framework agreement was signed orf' ®ctober 2003 in Bali, Indonesand the final
agreement was on 13 August 200%e free trade area caniato effect on £January 2010.
AIFA emerged from a mutual interest of both parties to expand their economic ties in the
AsiaPacific region. India's Look East policy was reciprocated by similar interests of many
ASEAN countries to expand their interactions westward

Both the groups have nae significant progress in the lowering of inregional tariffs
through the Common Effective Preferential Tariff (CEPT) Scheme for AFTA. More than 99%
of the products in the CEPT Inclusion List (IL) of ASEAN comprising of Brunei
Darussalam, Indonesi Malaysia, Philippines, Singapore and Thailand, have been brought
down to 05% tariff range.

2 ASEAN group includes Thailand, Indonesia, Malaysia, Vietnam, Philippines, Singapore, Myanmar, Cambodia,
Laos and Brunei.
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For entire ASEAN regipimoth groupshave agreed to progssively eliminate tariffs on 80%
of the tariff lines, accounting for 75%f the trade? India has exclded 489 tariff lines (H86
Digit level)from the list of tariff concessions and 590 tariff lines from the list of tariff
elimination to address sensitivities agriculture, textiles, auto, chemicals, petrochemicals,
crude and refined palm oil, coffetea, pepper, etc.

Benefits to Indian exporters under AIFTA:

1 Preferential tariff access for Indian products throughout 10 member countries.

1 The elimination of tariffs of importing countries should result reduction in price of
products throughout ASEAN.

1 Encouraging higher market completion

1 Help Indian productsgain access to a regional market that incorporates many
substantial advantages.

1 ASEAN consumers benefit from cheaper prices of goods given lower tariffs of raw
YFEGSNRAFfAa dzaSR o6& NBIA2YyQa LINPRAzZOSNA &

T {2YS 2F GKS ! {9! bQa LINROSaaAy3da FlFOG2NRSa S
India in the face of tariff elimination, cutting their production costs.

1 ASEAN countries integrated into a single market which is an important point because the
market is stonger and larger with a high population.

1 The export and investment sectors generate higher potential in the long term.

T LYRAIFIQ& SELRNI O2YLIX SYSYUGdI NRiGASE |NB KAIK:
other regions.

ASEAN, India Agreement on Trade in Secesand Investment Agreement

The ASEAdMdia Trade in Servicemnd InvestmentAgreementcame into effect in2015.
Select articles contained in the Services Agreement include transparency, domestic
regulations, recognition, market access, and national treatment, increasing participation of
developing countries, joint committee on services, review, dispute setterand denial of
benefits. The Investment Agreement primarily focuses on protection of investment to
ensure fair and equitable treatment for investors, Rdiscriminatory treatment in
expropriation omationalization and fair compensation.

Benefits of FA in services and investment

Facilitates the movement of manpower and investment between India and ASEAN.
Assists to reduce our trade deficit with ASEAN.

It has the potential to boost IndiaQASEAN trade to USD 100 billion.

Provides joint review, disputeettlement and other mechanisms to iron out problems.

= =4 =4 A

% Ministry of Commerce and Industry, Government of India

PHD Research Bureau 22



1 Contains an annex on movement of natural persa@nbusiness visitors, managers,
executives, specialists and contractual service suppliers. This annexure facilitates
movement of Indian service professanin ASEAN countries.

1 It acts as a fundamental stone in moving towards the Regional Comprehensive Economic
Partnership (RCEP) agreement.

{91 bQa GFNATFTF NBRdzOGAZ2Y CNI YSg2N]

Category India, Singapore, Indiaand Philippines India, Cambodia,
Brunei, Indonesia, Laos, Myanmar and
Malaysia and Vietnam
Thailand
Normal Track 1 0% by 2013 0% by 2018 India: 0% by 2013
CLMV: 0% by 2018
Normal Track 2 0% by 2016 0% by 2019 India: 0% by 2016
CLMV: 0% by 2021
Sensitive Track No more than 5% by, No morethan 5% by | India: No more than
2016 2019 5% by 2016
Highly Sensitive Reduced to 25% or | Reduced to 25% or | Reduced to 25% or
Track 50% by 31 50% by 31 Decembg 50% by 31 Decembe
December 2019 for | 2022 for the 2024for Cambodia
Indonesia, Malaysia | Philippines and Vietnam
and Thailand
Special Products Reduced to 37.5% | Reduced to 37.5% | Reduced to 37.5%
for crude palm oil, | for crude palm oil, | for crude palm oil,
50% for pepper, and| 50% for pepper and | 50%for pepper and
45% for the rest by | 45% for the rest by | 45% for the rest by
31° December 2019 | 31% December 2019 | 31% December 2019
Exclusion List Products subject to | Products subject to | Productssubject to
annual tariff review | annual tariff review | annual tariff review
with a view to with a view to with a view to
improve market improve market improve market
access. access. access.

Rules of origin

A good shall qualify as an originating good of a party if:

1 Itis wholly obtained or produced entirely in the exporting party as set out and defined in
Rule 3; or

1 Thegood has regional value content (RVC), of not less than 35% of free on board (FOB)
value, and the notoriginating materials have undergone at least a change in HS
classification on the-@igit level, provided that the final process of the manufacture is
performed within the territory of the exporting party.
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Othermajor agreements btween ASEAN and India include:

w Plan of Action to Implement the ASEMIDIA Partnership for Peace, Progress and
Shared Prosperity (2012020)

w Instrument of Accession to the Treaty of Amity and Cooperation in Southeast Asia by
India

w ASEAN India Joint Declaration for Cooperation to Combat International Terrorism, Bali,
Indonesia, October 2003

Post the implementation of INniASEAN CECA 2010, trade between India and ASEAN
yEdA2ya 3ANBg FNRY ! {5 pHdc O0AfftA2Y AY HAMAN
ASEAN witnessed a drop from USD 37.89 billion in 2013 to USD 26.38 billion in 2016.

/ 2y UGN NBESX LYRAFQa A Z.BIbNITnato USH G4.2R HilloR dufing®he” | { 5
same period.

Indiag ASEAN Trade at a Glan@gSD Billion)

44 .46
42.7442.31

40.33
38.22

26.4326.38
22.96

i 7.55
3:32 450 507

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

=o—|ndia's exports --India's Imports

Source: PHD Research Bureau; Compiled from Trade Map Database
3.2 Growth of Trade
IndiaQa (NI} RS NBflGA2ya oAGK ! {he prdandKdoD BIFTAA Gy Sa

LyGdSNBaldAy3Ites LYRAI Q& SAFIRIGHd aHaNFAGR ¢f 23B%6 | { 9 !
whereas import growth stood at a CAGR of 23.71% during-2003
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{AYdzZ GFyS2dzates LYRAFQ& GNI RS RSTAOR USDF f 42
1.62 billion to USD 6.07 billion, respectively.

India¢ ASEAN trade in the pr&IFTAWUSD Billion)

Year India's exports to India's imports from India's Trade
ASEAN ASEAN Deficit/Surplus
2003 5.07 6.69 -1.62
2004 7.55 8.55 -1.00
2005 10.29 10.63 -0.35
2006 12.37 16.30 -3.93
2007 13.82 21.03 -7.21
2008 19.43 26.70 -7.26
2009 17.90 23.97 -6.07
CAGR%) 23.39% 23.71% 24.69%

Source: PHD Research Bureau; Compiled from Trade Map Database

Duringthepost LC¢! NBIAYSI L YoRABEAN &too8 & RIZAGR oH2N8BY% (i K
compared to the import growth of CAGR 4.33% during 204.0n addition, the trade deficit

grew at a CAGR of 10.01% during 2@60 The AIFTA may have decelerated the pace of
growth in trade between India and ASEAN, adevi from the table below.

India¢ ASEAN trade in thpost-AIFTAUSD Billion)

Year India's exports to India's imports from India's Trade
ASEAN ASEAN Deficit/Surplus
2010 22.96 29.64 -6.68
2011 34.50 40.33 -5.83
2012 32.30 42.74 -10.44
2013 37.89 42.31 -4.42
2014 31.29 44.46 -13.16
2015 26.43 41.52 -15.09
2016 26.38 38.22 -11.84
CAGR%) 2.34% 4.33% 10.01%

Source: PHD Research Bureau; Compiled from Trade Map Database
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Chapter 4
An Analysis of Trade between India and ASEAN

41 3ECI EZAZEAAT AA 1 Aexgos%! . ET )1 AEAB O

Of the total exports of India to the world, India exported USD 11.97 billion to ASEAN during
the same period, accounting for a share of 7.75% of the total exports of USD 260 billion in
2016. IndiaQ & S E LJ2 NJop t@rkprodists & HS2 stood at USD 154.46 billion,
accounting for a share of 59.3% of the total exports during 2016.

Of the top ten exports from Indi@able 1l) Natural Pearls and Precious stones-fHpstood

as the major exportable product fromdia in 2016. India exported around USD 42.29 billion

to world, wherein USD 1.16 billion was exported to ASEAN accounting for a share of 2.73%
during 2016. The major export destinations for India for the aforementioned products
includes UAE (31.4%)); folled by Hong Kong (28.5%), USA (23.5%), Belgium (5.7%), and
Israel (2.4%).

The other major exported product from India includes Mineral Oils and fuelsg (BB

(Table II) The export volume stood at USD 27.7 billion during 2016, wherein top export
destinatons for India include UAE (13.3%); followed by Singapore (12.6%); USA (7.1%);
Gibraltar (6%) and Oman (4.8%). Interestingly, ASEAN is also a major desforatiatia

with a share of 15.6%f the total exportsduring 2016.

The vehicles and automotive pioctd Q S Etadd &tIVSD 14.99 billion ardcounted for

5.8% of the total exports from Ind{@able 1) The major export destinations include Mexico

(12.2%), USA (8.7%), Nepal (4.9%), Bangladesh (4.4%), and UK (4.2%). ASEAN has also been a
majorexpoii RSAGAYFGA2Y F2NJ LYRAF gA0GK | &aKFENB 27

¢tKS al OKAYSNE |yR YSOKIFIYyAOIf |LIWIXAIFIyOSaQ SEL
accounted for 5.2% of the overall exports from In(liable 1) The top export destiations

for India include USA (13.9%), UAE (4.9%), UK (4.8%), Germany (4.8%), and Turkey (3.7%).
On the other hand, ASEAN has remained a significant export destination for India with a
share of 12.8% of the total exports from India.

The pharmaceutical pratOG 8 Q SELR NI & FTNRBY LYyRAI adG22R |
for a share of 5% during 20X able 1l) The top export destinations for India include USA
(39.8%), UK (3.6%), South Africa (3.2%), Nigeria (2.7%) and Russia (2.6%). For pharma
products, AS! b Q& aKIFNB Ay LYRALI QaindiGafing latmodératdly? NI &
intensified market for India.
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The organic chemical exports from India stood at USD 11.25 billion, accounting for 4.3% of
the total exports from India during 201@able 11) The topten export destinations for India

include USA (12.4%), China (7%), Germany (4.8%), Japan (3.5%), and Netherlands (3.2%)
among others. In addition, the significance of ASEAN for Indian organic chemicals remains
quite strong with a share of 10.4% of the abexports from India.

The nonknitted apparel exports from India stood at USD 9.05 billion, comprising of a share

of 3.5% of the overall exports during 20{Bable Il) The top export destinations for the

same for India include USA (23.4%), UAE (18.3R6)914%), Spain (5.9%), and Germany
(5.8%).DAGSYy GKFG !'{9!'b A& 2yS 2F GKS oA3asad
ASEAN remained low at USD 0.15 billion and accounted for 1.6% of the total exports to
world.

The electrical machinery and equipmeakports from India stood at USD 8.22 billion,
comprising of a share of 3.2% of the overall exports in 20Eble II) The major export
destinations for electrical machinery from India include USA (14.2%), UAE (9.2%), Germany
(4.9%), China (4.7%), and WK# T2 0@ LY T RRAGAZ2Y S LYRAI Q& SEL
at USD0.84billion, accounting forashare 40.16: 2F LY RAIFI Q& G2d1f SELR
2016.

¢KS 1YAGGSR LI NBftaQ SELRNI&A FTNRY LYRALF &z
3% of the overall exports during 20{6able II) The top ten export destinations for India
AyOfdzRS !'1'9 OHO®PE:OZ ! {! OHMO®PE:0I 'Y oOmndm:
export volume to ASEAN remained low at USD 0.07 billion, accounting arexaf 0.83%

2F LYRAIQ&a (G2GFtf SELRNIAOD
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LYRAI Qa
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India's exports to World (2016) | India's exports to ASEAR016) Other'Fop Export_
S. No. HS Product Description . . Destinationsfor India
Code Value Share in total Value (in USD Share (%) Country Share (%)
(in USD Billion) exports (%) Billion)
UAE 31.40%
Natu_ral or cultur_ed p_earls, Hong Kong 58 50%
1 71 | Precious or semprecious 42.29 16.2% 1.16 2.73% | USA 23.50%
stones, precious metals, metalg -
clad Belgium 5.70%
Israel 2.40%
UAE 13.30%
Mineral fuels, mineral oils and Singapore 12.60%
2 '27 | products of their distillation; 27.72 10.6% 4.32 15.60% | USA 7.10%
bituminous substances; mineral Gibraltar 6.00%
Oman 4.80%
Mexico 12.20%
Vehicles other than railway or USA 8.70%
3 ‘87 | tramway rolling stock, and parts 14.99 5.8% 1.02 6.78% Nepal 4.90%
and accessories thereof Bangladesh 4.40%
UK 4.20%
USA 13.90%
Machinery, mechanical UAE 4.90%
4 ‘84 | appliances, nuclear reactors, 13.56 5.2% 1.74 12.83% | UK 4.80%
boilers; parts thereof Germany 4.80%
Turkey 3.70%
USA 39.80%
. . UK 3.60%
5 30 | Pharmaceutical products 13.04 5.0% 0.75 5.71% South Africa 3.20%
Nigeria 2.70%
28
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Russia 2.60%
USA 12.40%
China 7.00%
6 '29 | Organic chemicals 11.25 4.3% 1.17 10.41% | Germany 4.80%
Japan 3.50%
Netherlands 3.20%
USA 23.40%
Articles of apparel and clothing UAE 18.30%
7 '62 | accessories, not knitted or 9.05 3.5% 0.15 1.60% UK 9.40%
crocheted Spain 5.90%
Germany 5.80%
. : USA 14.20%
Electrical machinery and
: . UAE 9.20%
g | 'g5 | S9uipmentand parts thereof, 8.22 3.2% 0.84 10.16% | Germany 4.90%
sound recorders and :
reproducers, television China 4.70%
UK 4.70%
UAE 23.50%
Articles of apparel and clothing USA 21.50%
9 '61 : : 7.91 3.0% 0.07 0.83% UK 10.40%
accessories, knitted or crochetg
Germany 7.70%
France 5.60%
Italy 7.90%
Nepal 7.90%
10 72 | Iron and steel 6.44 2.5% 0.77 11.95% | Belgium 7.80%
Bangladesh 5.80%
UAE 5.50%
Total Exportsof top 10 products 154.46 59.3%
Total Exports 260.33 100.0% 11.97 7.75%
29




4.2  Significance of Indiain ! 3 %! expods

1 {91 bQa @2fdzyS 2F (2L 4§4Sy SELRNIa &aiz22R |G !
share of 67.5%0f the total exports, ASEAN exported around USD 27.57 billion to India with
a share of 3.45% during the same period.

Among the top ten exports bySEANTable 1), Electrical machinery and equipments were

placed at the top, accounting for USD 316.86 billion and a share of 26.8% of the total
exports. The top export destinations for the product includeng Kong (15.76%); followed

by China (14.47%)J)SA (11.64%); Japan (6.52%) and Singapore (5.58%) among others. In
FRRAGAZ2YZ {91! bQ&a SELRNI& (2 LYRAI adz2z2rR I i
AYRAOFGAY3 6SI1 aA3ayAFAOIYOS F2NI ! {9! bQa St S

The Maclmery and Mechanical appliances exports by ASEAN stood at USD 137.2 billion,
accounting for a share of 11.6% during 2qT@ble IJ. The major export destinations for

ASEAN include USA (14.21%), China (9.8%), Japan (6.41%), Hong Kong (6.14%), and
Indonesa (5.48%) among other€ dzZNII KSNE ! { 9! b Q& SELRZNI& (2 L
'{5 nduHT O0AftA2Yy>S | O02dzyiAy3a F2NI I &AKINBE 27

¢tKS aAySNIf FdzSt&a yR 2AftaQ SELRNI& o6& ! {9!
share of 9.3% during 20 &able IJ. The major export destinations include China (14.30%),

Japan (11.09%), Malaysia (11.04%), Singapore (8.73%), and Indonesia (7.81%). The share of
LYRALF Ay 1 {91! bQa SELRNI& 2F ahbryUSIN5.I8 biiodzSt & &
RAZNAY3I Hnanmc AYRAOFGAY3I I Y2RSNIGSte&e adNey3a a

The Vehicles and automotive exports from ASEAN stood at USD 42.28 billion, accounting for
3.6% of the overall exports by ASEAN during Z0&6le Il). The top export destinations for

ASEAN include Australia (13.20%), Philippines (9.48%), Japan (6.2%), Indonesia (5.32%) and
altle@aAl opodvMm:0d |1 26SOSNE GKS NRBfS 2F LYRA
SELRZNIA& NBYIFIAYSR f 26 alstéod at {USD (6 Killiors & bJshbiE & (i 2
1.46% of total ASEAN vehicle exports during 2016.

The volume of plastics exports by ASEAN stood at USD 37.18 billion, accounting for 3.1% of
the overall exports by ASEAMable Il. The top export destinations ihe China (22.82%),

Japan (9.74%), Indonesia (8.81%), Vietnam (6.08%), and Malaysia (6.04%) among others.
India is also among the top ten export destinations for ASEAN, accounting for USD 1.79
billion exports at a share of 4.82% of the total exports aspts by ASEAN.

The optical, photographic and medical equipment exports by ASEAN stood at USD 34.32
billion, accounting for a share of 2.9% during 2QL&ble 1. The major export destinations
for ASEAN include USA (17.23%), China (16.6%), Japan (93&#any (5.52%), and
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bSGKSNIIFIYRa& on®dpmsE?20 FY2y3 20KSNE® CdzNI KSNE !
USD0.94billion, accounting forashareaf @1 2 2 F G2 (| during 20961 b Q& SE LJ

They | G dzNJ £ |y R Odzf G dzNB R expdid bNASEAN sjoed al ISBIOA 2 dzad 3
billion, accounting for a share @9 during 201@Table Il. The major export destinations

include Switzerland(28.12%6), Hong Kondg16.12%), Singapore(11.09%), UAE(8.01%), and

USAGSH: 0@ ¢ KS &KLl NB s2xportd oftik dmestood at2.21%,!abcunting

for USD0.76billion during 2016 indicatingreakd A Ay A F A Ol y @r8ciods Btdides!inl 9! b Q2
India

The! YAYI f | YR 25dtsfiomASEAN fobd ad UBM66billion, accounting

for 2.8% of the oerall exports by ASEAN during 2qT@ble Il). The top export destinations

for ASEAN includindia (16.20%), China(13.06%), Netherlands(7.38%), USA(6.09%) and
Pakistan(5.7%%6).Astoundinglf G KS NRtS 27F L yAimblyndvdgNdpl& i Ay
2 A éxpofds remainedrery strong- & ! { 9! b Q& SELJ NI 82906iBon atf RA I &
share 0f16.21% of total ASEANY A Y| f | YR exPasSdirmg201%. 2 A f 4 Q

The volume ofubber exports by ASEAN stood at USB66billion, accounting fo2.4% of
the overall exports by ASEANable IlJ. The top export destinations include Chiiz4.63%),
USA(19.73%),Japan(6.95%),Malaysia(4.71%), andsermany(3.5%6) among others. India is
also among the top ten export destinationsr fASEAN, accounting for US®6 billion
exports at a share @&.36% of the total exports afubberby ASEAN.

The export volume of organic chemicals from ASEAN stood at USD 25.89 billion, accounting

for a share of 2.2% of the total exports by ASERablelll). The top export destinations for

the product include China (18.28%); followed by Belgium (16.37%); India (6.87%); Panama
bcdcdgz0 YR !'{! oOcodnm:0 | Y2y3 208KSNE® LYy I RI
1.78 billion, accounting for a share ofb 132 AYRAOFGAY 3 &0GNRYy3A &A-:
organic chemicals in India.
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, . Other top Export
ASEAN exports to World (201¢ ASEAN's exports to Indig Destinationifor pASE AN
S. No. HS Product Description Value . :
Code (in USD Share in total Value (in Share (%) Country Share (%)
. exports (%) USD Billion)
Billion)

Hong Kong 15.76%
Electrical machinery and equipment China 14.47%
1 '85 | and parts thereof; sound recorders 316.83 26.8% 5.18 1.63% USA 11.64%
and reproducers, television Japan 6.52%
Singapore 5.58%
USA 14.21%
Machinery, mechanical appliances China 9.80%
2 '84 ' S ' 137.20 11.6% 4.27 3.11% Japan 6.41%

nuclear reactors, boilers; parts there(
Hong Kong 6.14%
Indonesia 5.48%
China 14.30%
Mineral fuels, mineral oils and Japan 11.09%
3 '27 | products of their distillation; 109.55 9.3% 5.98 5.46% Malaysia 11.04%
bituminous substances; mineral ... Singapore 8.73%
Indonesia 7.81%
Australia 13.20%
Vehicles other than railway or Philippines 9.48%
4 ‘87 | tramway rolling stock, and parts and 42.28 3.6% 0.62 1.46% Japan 6.20%
accessories thereof Indonesia 5.32%
Malaysia 5.14%
China 22.82%
5 ‘39 | Plastics and articles thereof 37.18 3.1% 1.79 4.82% Japan 9.74%
Indonesia 8.81%
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Vietnam 6.08%
Malaysia 6.04%
. , USA 17.23%
Optical, photographic, China 16.60%
6 | 1o | Cinematographic, measuring, 34.32 2.9% 0.94 2.74% | Japan 9.46%

checking, precision, medical or S
surgical .. Germany 5.52%
Netherlands 4.50%
Switzerland 28.12%
Natural or cultured pearls, precious ¢ Hong Kong 16.12%
7 71 | semiprecious stones, precious meta 34.19 2.9% 0.76 2.21% Singapore 11.09%
metals clad ... UAE 8.01%
USA 5.60%
India 16.20%
Animal or vegetable fats and oils ang China 13.06%
8 '15 | their cleavage products; prepared 32.66 2.8% 5.29 16.21% | Netherlands 7.38%
edible fats; animal ... USA 6.09%
Pakistan 5.79%
China 24.53%
USA 19.73%
9 '40 | Rubber and articles thereof 28.66 2.4% 0.96 3.36% Japan 6.95%
Malaysia 4.71%
Germany 3.59%
China 18.28%
Belgium 16.37%
10 '29 | Organic chemicals 25.89 2.2% 1.78 6.87% India 6.87%
Panama 6.69%
USA 6.40%

Total Exports of top 10 products 798.76 67.5%
Total Exports 1182.80 100.0% 21.57 3.45%
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ASEAN group is one of the biggest importers in the world. The total imports by ASEAN stood

at USD 1.10 trillion during 2016. Of the total imports, top ten products comprise of a share

of 68.1% accounting for an import volume of USD 752.3 billion duringsdinge period.
CdINIKSNE LYyRALF KIF& Fy AyaA JiyiporisinderehiASHANS & Sy O
imported around 11.8 billion valued imporfsom India,accounting for a share of 1.57%

during 2016.

Among the top ten imports by ASEANable 1Y, Electrcal machinery and equipments were
placed at the top, accounting for USD 254.29 billion and a share of 23% of thartptats.

The top import sources for the product include China (24.31%)); followed by South Korea
(13.13%); Taiwan (12.78%); Japan (9.08%@ USA (7.19%) among others. In addition,
ASEAN imported around USD 0.91 billion from India, accounting for a share of 0.35%
indicating weak significana® Indiain ASEAN market

The Machinery and Mechanical appliangegorts by ASEAN stood at USA5.57billion,
accounting for a share df3.26 during 201§Table IY. The majoimport sourcedor ASEAN
include China (27.03%), Japan (14.66%), USA (11.01%), Malaysia (5.66%), andThailand
(5.490) among others. Further, ASEAMNported around USD 1.7®illion worth of
machinery from Indiaaccounting for a share 4i2: 2 ¥ (0 2 (importsdyriy 1201 & &

¢ KS aAySNIf infhairShy ASEAN sRod2ah UIBRXN 5billion, accounting for a
share of12% of total importsduring 2016(Table IY. The najor import sourcesinclude
Singapore(13.49%0), Saudi Arabig10.86%), UAE (10.18%), Malaysia (9.58%), andChina
G7:0® ¢KS &KI NB Bnport bf JWRérdl fuelsstood 489 % deéounting

for USD4.16 billion duting 2016 indicating a modemtsignificanceof India in! { 9! b Qa
market

The Vehicles and automotiveports by ASEAN stood at USI2.01billion, accounting for

4% of the overalimports by ASEAN during 20X@able 1IY. The topimport sourcesfor

ASEAN includdapan(27.93%), Thailand(18.63%), China(12.96%), Germany(7.78%) and
Indonesia(7.08%). Havever, the role of Indidh y ! {BatketRBY | AYSR 246 | a |
imports from India stood at USID.96 billion at a share oR.19% of total ASEAMehicle
importsduring 2016.

The volume oplasticsimports by ASEAN stood at U8R.47billion, accounting foB.8% of

the overallimports during 2016Table IY. The topimport sourcesnclude Chinal@8.32x6),

Japan 11.68%), South Korea10.03%), Saudi Arabig9%), andSingapore(8.74%) among

others. Indigd KI N Ay ! {91! bQa LI adAaAo0ada RSYlFIYR, NBYI A
accounting for a share @.87®% of the totaimports of plastics by ASEAN.
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Thevolume of iron and steel importsy ASEAN stood at USB.57billion, accounting for a
share of 3.2% of the overall importsduring 2016(Table IY. The majorimport sourcesfor
ASEAN includ€hina(41.2®%6), Japan(22.4%), South Koreg10.2%%6), Taiwan(6.61%), and
India (2.31%) among othersAlthough India is amongst the top five import sources to
ASEAN, its sharelis{ 9 ! imgods remained low at 2.31% compared to 41.27% of China
during 2016.

The optical, photographic and medicamports by ASEAN stood at UST1.42 billion,

accounting for ashare of2.8% of overall importsduring 2016(Table IY. The majoimport
sourcesinclude China(18.48%), USA(17.9%%), Japan(12.76%), South Koreg7.57%), and
Germany(6.5%b6)among other® ¢ KS & KI NB 2ifportsyffk samésyoodlaf 9! b Q3
1.04%,accounting for USD.326billion during 2016 indicating weak significarafelndia in

1 {9! bQa YINJ]Si

They I G dzNJF f LIS NI & | yR byNFEOMN Sabmd at BSPR4AY KBlfo® A Y LJ2 |
accounting for2.3% of the overalimports by ASEAN during 201®6ale V). The topimport

sources for ASEAN includé&witzerland (17.3246), Japan (8.9%0), Hong Kong(8.65%),
Indonesia(8.63%) andCambodia6.16%).The role of Indid\ Y ! { pearlé ddad precious

a0 2y SaQwad nddigailiad ASEAN imported arou8D1.028billion at a share of

4.04% of total ASEANignports of pearls and precious stondsring 2016.

The volume ofarticles of iron and steel importey ASEAN stood at USD.71 billion,
accounting forl.9% of the overalimports by ASEANuring 2016(Tale IV). The topimport
sourcesinclude China37.3246),Japan(15.43%),South Kored6.61%), Thailand(6.0%%), and
Malaysia(5.01%) among otherst KS & KIF NBE 2F LYyRAF Ay !'{9! bQa
1.19%, accounting for USD 0.247 billion during 20idcating weak significance of India in

1 {9! bQa YIN]Sio

Theimport volume of organic chemicalsy ASEAN stood at USID.69billion, accounting for

a share of1.9% of the totalimports by ASEANIuring 2016(Table IY. The topimport

sourcesfor the produd include China 41.21%); followed bySingapore(8.75%); USA
(7.3%%);Japan(6.38%) andndia(6%) among otherd. f 1 K2dzZ3 K LYy RAI Qa LINK&S
2NHF yAO OKSYAOFta Aa aArAdayAaAFAOLYy (> Ala akKlk NB
during 2016.
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Table4{ AGYAFAOlI yOS 2nmportkAFOR) Ay ! { 9! bQa
ASEAN Imports from World ASEAN Imports from Other Top Export
HS 2016 India- 2016 Top 5 Destinationto ASEAN
S. No Code Product Description Value Share in total Value I.mporters
(inUSD imports (in USD Share (%) | in ASEAN Countries Share (%)
Billion) (%) Billion)
Singapore | China 24.31%
Electrical machinery and equipment Malaysia South Korea 13.13%
1 '‘85 | and parts thereof; sound recorders 254.29 23.0% 0.901 0.35% | Vietnam Taiwan 12.78%
and reproducers, television Thailand Japan 9.05%
Philippines | USA 7.19%
Singapore | China 27.03%
Machinery, mechanical appliances, Thailand Japan 14.66%
2 '‘84 | nuclear reactors, boilers; parts 145.57 13.2% 1.751 1.20% Indonesia | USA 11.01%
thereof Vietnam Malaysia 5.66%
Malaysia Thailand 5.49%
Singapore | Singapore 13.49%
Mineral fuels, mineral oils and Thailand Saudi Arabia 10.86%
3 ‘27 | products of their distillation; 132.15 12.0% 4.167 3.15% Indonesia | UAE 10.18%
bituminous substances Malaysia Malaysia 9.58%
Philippines | China 5.74%
Thailand Japan 27.93%
Vehicles other than railway or Philippines | Thailand 18.65%
4 '‘87 | tramway rolling stock, and parts anq  44.01 4.0% 0.965 2.19% | Malaysia China 12.96%
accessories thereof Indonesia | Germany 7.78%
Singapore | Indonesia 7.08%
Vietham China 18.32%
. . . Thailand Japan 11.66%
5 39 | Plastics and articles thereof 42.47 3.8% 0.371 0.87% indonesia SOFL)Jth Korea 10.03%
Malaysia Saudi Arabia 9.00%
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Singapore | Singapore 8.74%

Thailand China 41.27%

Vietham Japan 22.40%

6 72 | Iron and steel 35.57 3.2% 0.82 2.31% Indonesia | South Korea 10.29%
Malaysia Taiwan 6.61%

Philippines | India 2.31%

. - S

optea, prcapne, o oo

7 '90 g;:fcrmtgggfgg';bwegzgzg‘j'Or 31.42 2.8% 0.326 1.04% | Thailand | Japan 12.76%
surgical ’ ’ Malaysia South Korea 7.57%

Indonesia | Germany 6.59%

Singapore | Switzerland 17.32%

Natural or cultured pearls, precious Thailand Japan 8.99%

8 '71 | or semiprecious stones, precious 25.47 2.3% 1.028 4.04% Malaysia Hong Kong 8.65%
metals, metals clad Indonesia | Indonesia 8.65%

Vietnam Cambodia 6.16%

Thailand China 37.32%

Singapore | Japan 15.45%

9 '73 | Articles of iron or steel 20.71 1.9% 0.247 1.19% Indonesia | South Korea 6.61%
Malaysia Thailand 6.05%

Vietnam Malaysia 5.01%

Singapore | China 21.21%

Indonesia | Singapore 8.75%

10 '29 | Organic chemicals 20.69 1.9% 1.246 6.02% | Thailand USA 7.39%
Malaysia Japan 6.38%

Vietham India 5.99%

Total Imports of top 10 products 752.35 68.1%
Total Importsby ASEAN 1104.10 100.0% 11.822 1.57%
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In 2016, India imported aroundSD356.7 billionof merchandizemaking itthe 14" biggest

importer in the world.Of the total imports by India, the top ten products accounted for

74.3% share and valued at USD 265.04 billion during 2016. Interestingly, ASEAN group has a
GSNE aGNRBy3a aAA3IYATAOI y OSshakeyof 10.47B dlritydthe 8atnkJ (G Sy
period.

Among the top ten imports bindia(Table VY, Mineral fuels and oilsvere placed at the top,
accounting for USB9.31billion and a share 025% of the totalimports. The top import
sources for the product includ8audi Arabig15.6%); followed byiraq (11.1%); UAE(9%);

Nigeria(8.1%) andlran (7.6%) among others. In additiomdiaimported around USD.71

billion from ASEANaccounting for a share & 63% indicatingstrongsignificance oASEAN
in Indianmarket.

Theb I G dzNF £ LIS NX & lirgpBrts hyNdEi® stapdizit USDES2LY i)
accounting for a share df3.3%of overall importsduring 2016(Table Y. The major import
sources forindia include Switzerland(27.%%), UAE (16%), Belgium (12.4%), Hong Kong
(11%), andRussia(4.2%) among others. Furthelndia imported around USD.63 billion

worth of natural pearls and precious stonlem ASEANaccounting for a share 4326 of
total L Y R ilnpofsiduring 2016.

The Electrical machinery and equipmenisiports by India stood at USD37.01 billion,
accounting for a share df0.4% of total imports during 2016Table Y. The major import
sources includeChina (56.4%), South Korea(6.6%), USA (4.6%), Malaysia 3.6%), and
Gamany (3.4%). The share oASEANN L y R hmipd® Zof electrical machinerystood at
11.81%, accounting for USB.37 billion duiing 2016 indicating a strongignificance of
ASEAN groum L Y R rhdrketi

Theal OKAYSNE | YR Y S Oniportg bydnidia stobdLat J)SD32.$2biiénQ
accounting for9.1% of the overall imports bindia during 2016(Table V. The top import
sources foilndiaincludeChina(33%),USA(12.26),Germany(10.8%),Japan(8.6%) anditaly
(4.5%). The role of ASEANN L y R inari@tafor machinery and mechanical appliances
remainedhighasL y R impo@isifrom ASEANstood at USE3.35billion at a share 010.3%
oftotalL Y RA I Qa inpbrid duking SONe

The volume obrganic chemicalmports byindiastood at US[14.77billion, accounting for
4.1% of the overall imports during 201@able V. The top import sources include China
(37.8%), Saudi Arabig10.20%), Singapore(7.10%), USA(5.1%), andSouth Korea4.3%)
among others! { 9! ¢h&@&inL Y RA I Q& 2 NHdenfahdren@ikessjiifiCantly a
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high at USD1.83 billion, accounting for a share df2.3®6 of the total imports obrganic
chemicaldoy India

The volume oplasticimports bylndiastood at US[11.39billion, accounting for a share of
3.2% of the overall iports during 2016(Table V. The major import sources fdndia
include Chinal6.1®%),South Kored10.68%),USA(7.9%),Saudi Arabig7.4%), andThailand

(6.4%) among others. & 1 2dzy RAy 3t ez ! {9! bQad LINBaSyoOoS Ay

with imports of USD 1.7 billion during 2016 and accounting fehaeof 14.92% in total
imports of India during the same period.

Thel YA YLt | YR ighgoRsSoiihdia$tadd 2U8D18.49billion, accounting for a
share of2.9% of overall imports during 201@able Y. The major import sources include
Indonesia(35.2%6), Argentina(23.2%6), Malaysia(19.1%), Ukraine (11.9%), andBrazil(4.6%)
among others. The share @fSEAN groupn L Yy R Anlpddts of the same stood ah
staggering 54.5%, accounting for USB.72 billion during 2016 indicatingemarkable
significance oASEANN L Y R tharketa

Theiron and steelimports byIndia stood at USE8.71 billion, accounting for2.4% of te
overall imports bylndia during 2016(Table V. The top import sources fadindia include
China(18.9%),South Kored18%),Japan(11.20),USA(5%) andUK(3.6%). Thepresenceof
ASEAN groum L Y RA I Q& A Mdpofts Wwagsignificanit&s S\SEANXported around
USDO0.74 billion to India at a share 0f8.4% of totalL y R impdRtsi of iron and steel
productsduring 2016.

The volume obptical, photographic and medical equipmeaniports bylndiastood at USD
7.24billion, accounting foR% of the oerall imports byindiaduring 2016Table Y. The top

import sources includdJSA(19.9%), China(18.1%), Germany (14%), Japan(8.8%), and

Singaporg4.8%) among others. The share ABEANN L Y R inpofisiof the same stood at
8.82%0, accounting for US@64 billion during 2016, indicatingtrongsignificance oASEAN
inL Yy Rharketa

The import volume othips and boatdy Indiastood at US[5.48billion, accounting for a
share of1.5% of the total imports byndiaduring 2016Table V. The top import surces for

the ships and boats for Indieclude China32.5%); followed by Singapord{.3%); Japan
(9.4%);Norway(6.6%) andSouth Kored5.2%) among otherdVioreover, ASEANjroup has a
remarkable presence in terms of ships and boats in Indian markex@st volume to India
stood at USD 1.07 billion and accounting for a share of 19.52% of total imports of ships and
boats by India during 2016.
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Table5:{ A Yy A TA Ol yOS amports (HSDAY) A Yy L )/FVU\ F Qa
INRAT Qa AYLERNI|LYRAFIQ& AYLR2-N Other Top Import
HS 2016 2016 Sources for India
S. No Code Product Description Value Share in total Value (in USD
(in USD imports . Share (%) Country Share (%)
- Billion)
Billion) (%)
Saudi Arabia 15.60%
0,
1 g7 | Mineral fuels, mineral oils and produath 89.31 25.0% 7.71 8.63% ILrJaAqE 1;.'380//2
their distillation; bituminous substances ——
Nigeria 8.10%
Iran 7.60%
Switzerland 27.50%
Natural or cultured pearls, precious or sen UAE 16.00%
2 71 precious stones, precious metals, metalg 48.13 13.5% 0.63 1.32% | Belgium 12.40%
clad Hong Kong 11.00%
Russia 4.20%
China 56.40%
Electrical machinery and equipment and South Korea 6.60%
3 ‘85 parts thereof; sound recorders and 37.01 10.4% 4.37 11.81% | USA 4.60%
reproducers Malaysia 3.60%
Germany 3.40%
China 33.00%
Machinery, mechanical appliances, nucle USA 12.20%
4 '84 ' L ’ 32.52 9.1% 3.35 10.30% | Germany 10.80%
reactors, boilers; parts thereof

Japan 8.60%
Italy 4.50%
China 37.80%
5 | 29 Organic chemicals 14.77 4.1% 1.83 123796 | S2udiArabia 10.20%
Singapore 7.10%
USA 5.10%
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South Korea 4.30%
China 16.10%
South Korea 10.60%
6 ‘39 Plastics and articles thereof 11.39 3.2% 1.70 14.92% | USA 7.90%
Saudi Arabia 7.40%
Thailand 6.40%
Indonesia 35.20%
Animal or vegetable fats and oils and the Argentina 23.20%
7 15 cleavage products; prepared edible fats; 10.49 2.9% 5.72 54.53% | Malaysia 19.10%
animal ... Ukraine 11.90%
Brazil 4.60%
China 18.90%
South Korea 18.00%
8 72 Iron and steel 8.71 2.4% 0.74 8.49% | Japan 11.20%
USA 5.00%
UK 3.60%
USA 19.90%
Optical, photographic, cinematographic, China 18.10%
9 '90 measuring, checking, precision, medical ¢ 7.24 2.0% 0.64 8.82% | Germany 14.00%
surgical ... Japan 8.80%
Singapore 4.80%
China 32.50%
Singapore 10.30%
10 ‘89 Ships, boats and floating structures 5.48 1.5% 1.07 19.52% | Japan 9.40%
Norway 6.60%
South Korea 5.20%
Total Imports of top 10 products 265.04 74.3%

Total Imports 356.7 100.0% 21.76 10.47%

41




4.5 Bottlenecks in India z ASEAN Trade

4.5.1 Competitiveness

One of the major reason®r a lower trade volume between India and ASEAN has been the
greaterfootprint of Chinese products in ASEAN mark&tina has been one of the biggest
SELRNISNE (2 !'{9!'b Ay YlI22NAr(d& 2F (KS LINERc
hindered by the enhaced competitiveness of Chinese products such as electrical
equipments, mechanical appliances, plastics, iron and steel and organic chemicals among
others. ASEAN imports around 24.31% of its biggest import commodity, viz. electrical
equipment, and around ¥% of its iron and steel import demand from China during 2016.

This constrains the export performance of Indian products in tHeANBmarket to a greater
extent. In addition, with the dumping of various products by China in the ASEAN market, it
becomes vey difficult for the Indian products to compete with them. Despite the
implementation of Antidumping dumping duties by ASEAN authorities, the unit value
inclusive of the duty remains significantly lower than the unit value of products from India.

Further, China has increased its infrastructural investments in the ASEAN region under the
One Belt One Road Initiative, which has transformed the perception of ASEAN group for
China and Chinese products to an extent.

4.5.2 Non-tariff barriers

In addition to thecompetition factor, proliferation of nottariff measures (NTMs) in the
ASEAN market has contained the economic integration of Indian products in ASEAN. These
NTBs are in the form of import controls, import permits, sanitary and phgtatary
measures, angroduct standards, technical barriers to trade among others. According to
WTO Database, between 2000 and 2015, -teniff measures in ASEAN rose from 1,634 to
5,975 especially for the developing countries.

For instance, Gems and jewellery products wherein India holds remarkable
competitiveness are preferred to be shipped to Thailand through Hong Kong due to high
custom duty and complex custom clearance procedures, which further adds to the cost of
exporting.

Also, the stringent regulations imposed B®WSEAN market such as either directly or by
referring to or incorporating the content of a standard, including different marking
requirements, labeling requirements, packaging requirements, testing and quarantine
requirements, preshipment inspection by A3HE authorities and for the same the cost has
to be borne by the Indian trader among many others.These barriers acas major
bottlenecks for Indian products in the ASEAN market.
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Chapter 5
India z ASEAN Trade: TheWay forward

Since the signing of ASEANRA T CNBS ¢NJ}I RS F3INBSYSyils GKS N
has been visibly low. The trade intensification has lowered during-ABSIA compared to

the trade during prd LC¢! 0SG6SSY LYRAIF FYyR 1 {9! bd LYR
with ASEAN loweretb 2.34% and 4.33% during 2016 from 23.39% and 23.71% during

2003-09, respectively.

5. 21T 1T A T &£ )T AEA ET 1'3% .80 | AOEAO

Given the magnanimous size of trade volume between ASEAN and World, role of India has
NEBYIFAYSR f I O f dza (16dJIH Ay |1y 9Al ybaRET YYAFFNUCR: (ydsi  LINE &
ten imports, wherein ASEAN imported around 11.8 billion valued impdndsn India,

accounting for a share of 1.578boverall imports from worldiuring 2016.

ASEAN group imported around USD 1.1 trillion proddatsng 2016, out of which 68.1%
were devoted to ten products (at HE) only. Evidently, China has been the major
competitor for India in the ASEAN market for the supply of top ten imported products.
Comparatively, ASEAN imports around 41% of iron and, <2686 of electrical machinery

and equipment, 37% of articles made from iron and steel, 27% of machinery and mechanical
equipments, 25% of electrical equipments from China.

However, it is essential to note that ASEAN is not a major importer in the wortideof

product categories where India holds export advantage. For instance, ASEAN imports 3.9%

2T GKS ¢g2NIRQa ylFadzNIf FyR Odzf §dzZNBER LISF NI a |
2F 62NI RQA LIKI NXYIF OSdzi A OF £ LINE Raidilldprediowstyy 3 2 { f
Although India has a strong presence in case of pharma products in ASEAN, the import
volume of pharma products by ASEAN has seen a moderate growth over the years.

52 21 1T A T &£ 113% . ET )1 AEA8O0 I AOEAO

In 2016, India imported around 356 billion, making it the 14th biggest importer in the
world. Of the total imports by India, the top ten products accounted for 74.3% share and
valued at USD 265.04 billion during 2016. Interestingly, ASEAN group has a very strong

AA3IAYATAOI yopten ihports wighRistha® &f 16.47% of total imports from world
during the same period.

b2Glrofeéx O2yGNINEB (2 ! AYILER®NA &A X2 NI{ 9 LJb D&E S Niy
categories aresubstantial. In addition, India is one of the biggest imporiarsvorld in the
aforementioned category. India is one of the biggest importers of mineral fuels and natural

and cultured pearls and precious stones.
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The tradegap between India and ASEAN kapanded at a greater extent over the years.

The primary reason has been the design of the trade between India and ASEAN. ASEAN has
greater trade complementarities with India, indicating more aligned export pattern of
ASEAN with the import pattern of Iradiln addition, the drop in tariffs has also played a
catalyst, however the extent of change has been limited.

5.3 Way Forward

ASEAN India Free Trade Agreement holds enormous potential for India; however, economic
gains can be substantial only if supplyams are developed with a focus towards intra
industry trade. The AIFTA agreement provides increased scope for integration of supply
chains in the machinery, electrical and electronics sectors and transport, which could be
further supplemented by servicdsade and investment. However, full trade potential and
product integration to be realized, facilitation of business to business connections,
information flow, harmonization and mutual recognition of standards as well as removal of
other such norariff barriers are crucial to attain a consistent and robust trade growth
between India and ASEAN group.

In addition, b counterthe onslaughtof trade deficit thatindiahas incurred over the years

with ASEAN, an intelligeimcentive structureneeds to bedevised It is also noted that due

to high competitiveness in the international markeisgdustriesare not encouraged much

too aggressively to pitch for higher exportBherefore rather than making attempt to
protect domestic industry, it is necessary @guip them for global competition. This will
help the industry with increasing ability to countiére growing presence of China in ASEAN
and able to sail through iIlASEANmarket with rising exportsin addition, a Mutual
Recognition Agreement (MRA) mayribeneficial for India in realizing expanding presence

in various sectors including automobiles, mechanical appliances, and pharmaceuticals
among various others in ASEAN market.

Going aheadfo enhance its presence in the ASEAN market, India needs torexiie

potential of the ASEAN Economic Community (AEC) to its fullest. Targeting a common
market of more than 600 million people with eased tariff rates could miniaturized the
9dzNR LISFY ! yA2yQa FyR b! C¢! Onarkgisrespediiely.Tha 2y | y |
removal of tariffs throughout the AEg@ovidesa significant advantage for Indigmmoducts

and companiesindiancompaniescanmanufacture in the regioandtake the advantage of

the free flow of goods through th&EC when exporting finished gaod/oreover, Indian

domestic manufacturers couletly on ASEAN nations fiotermediate goodsand other raw

materialsin their supply chaimo benefit fromreduced costs in goods.

*kkkk
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Summary of Statistics

India's significance IMSEAN's market

India's exports of top ten products

ASEAN's imports of top ten products

destinations include
China, Australia, US4
Hong Kong, and
other ASEAN nationg

S. Exports to World Exports to ASEAN Imports from World | Imports from India
No. | Volume Volume Volume Volume
(USD S(k(:/a)re (USD S(k;/a)re Remarks (USD Share (%) (USD S(i;/a)re Remarks
Billion) /| Billion) 0 Billion) Billion) °
1. 154.46 59.3 11.97 7.75 | Other major export 752.35 68.1 11.82 1.57% | Major import
destinations include sources include
UAE, USA, China, E China (around 25%)
and SAFTA. South Korea, and
Other ASEAN
nations.
I { 9 ! digQifecance in. y R markata
ASEAN's exports of top ten products India's imports of top ten products
S Exports to World Exports to India Imports from World | Imports from ASEAN
No. | Volume Volume Volume Volume
(USD Share (USD Share Remarks (USD | Share (% (USD Share Remarks
. (%) - (%) . . (%)
Billion) Billion) Billion) Billion)
1. 798.76 67.5 27.57 3.45 | Major export 265.04 74.3 27.76 10.47 | Major import

sources include
China,Saudi Arabia,
and South Korea
among others.
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PHD Research Bureau

PHD Research Bureau; the research arm of the PHD Chamber of Commerce and Industry
was constituted in 2010 with the objective t@wiew the economic situation and policy
developments at swmational, national and international levels and comment on them in
order to update the members from time to time, to present suitable memoranda to the
government as and when required, to prepar&at8 Profiles and to conduct thematic
research studies on various so@oonomic and business developments.

The Research Bureau has been instrumental in forecasting various lead economic indicators
national and sulmational. Many of its research reportave been widely covered by media

and leading newspapers. Recently, the Research Bureau has undertaken various policy
projects of Government of India including Framework of Univetsithustry Linkages in
Research assigned by DSIR, Ministry of Science &ndlegy, Study on SEZ for C&AG of
India, Study on Impact of Project Imports under CTH 9801 for C&AG of India and has
attracted a World Bank Project on free trade zones.

Research Comments on Economic
o Newsletters Consultancy
Activities Developments
1 Research Studies § Macro Economy 1 Economic Affairs 1 Trade & Inv.
Newsletter (EAC) Facilitation
Services (TIFS)
i State Profiles 9 States Development § Global Economic 1 Business
Monitor (GEM) Research
Consultancy
1 Impact 1 Infrastructure 1 Trade & Inv.
Assessments Facilitation Services

(TIFS) newsletter

1 Thematic Research § Foreign exchange i State Development

Reports market Monitor (SDM)
Y Releases on  International Trade I Forex and FEMA
Economic Newsletter

Developments

1 Global Economy
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Studies Undertaken by PHD Research Bureau

Thematic research reports 41.

Comparative study on power situation in Northern and

Central states of India (September2011) 42.
Economic Analysis of State (October 2011) 43.
Growth Prospects of the Indian Economy, Vision 20244.

(December 2011)

Budget201213: Move Towards Consolidation (March 2012) 45.

Emerging Trends in Exchange Rate Volatility (Apr 2012)

The Indian Direct Selling Industry Annual Survey 2010 46.

(May 2012)
Global Economic Challenges:

India Agronomics: Aigriculture Economy Update (August

2012) 49.

Reforms to Push Growth on High Road (September 2012)

The Indian Direct Selling Industry Annual Survey A2t1 50.

Beating Slowdown (March 2013)

Budget 201314: Moving on reforms (March 2013) 51.

India- Africa Promise Divee Opportunities (November 2013)

India Africa Promise Diverse Opportunities: Suggestion$?2.

Report (November 2013)

Annual survey of Indian Direct Selling Indug®1213 53,
(December 2013) 54.

Imperatives for Double Digit Growth (December 2013)
Women Safety in Del: Issues and Challenges
Employment (March 2014)

56.
Emerging Contours in the MSME sector of Uttarakhand (Apri7.
2014) 58.

Roadmap for New Government (May 2014)

Youth Economics (May 2014) 59.

Economy on the Eve of Union Budget 2AB4(July 2014)

Budget 201415: Promise of Progress (July 2014) 60.

Agronomics 2014: Impact on economic growth and inflation

(August 2014) 61.

100 Days of new Government (September 2014)
Make in India: Bolstering Manufacturing Sector (Octoberp:
2014)

62.
The Indian Direct Selling Industry Annual Syr2©1314 3.

(November 2014)

64.
Participated in a survey to audit SEZs in India with CAG Offigg;.

of India (November 2014) 66.
Role of MSMEs in Make in India with reference to Ease af7.
Doing Business in Ghaziabad (Nov 2014) 68.
Exploring Prospects for Make in India and Mad India: A 9.
Study (January 2015) 70.
SEZs in India: Cri€soss Concerns (February 2015) 71.
SocieEconomic Impact of Check Dams in Sikar District of2.
Rajasthan (February 2015) 73.
India- USA Economic Relations (February 2015) 74.

Economy on the Eve of Union Budget 2Q% (February

2015) 75.
Budget Analysis (201E5) 76.

DruzhbaDosti: India's Trade Opportunities with Russia (April

2015) 77.

Impact of Labour Reforms on Industry in Rajasthan: A survey

study (July 2015) 78.

Progress of Make in India (September 2015)
Grown Diamonds, A Srise Industry in India: Prospects for

Economic Growth (November 2015) 79.

Annual survey of Indian Direct Selling Industry 20%4
(December 2015) 80.
LYRAIFIQ& C2NBAIY ¢NIFRS tz2fArlde
Future (December 2015)

Revisiting the emerging economigowers as drivers in g1,

promoting global economic growth(February 2016)
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Implications for India (May7.
2012) 48.

to 55,

Bolstering MSMEs for Make in India with special focus on CSR
(March 2016)
BREXIT impact on Indian Economy (July 2016)
LYRAI Q& 9ELRNIA hdzif 22
Ease of Doing BusinessSuggestive Measures for States
(October 2016)
Transforming India through Make in India, Skill India and
Digital India (November 2016)
Impact of Demonetization on Economy, Businesses and
People (January 2017)
Economy on the eve of Budget 2018 (January 207)
Union Budget 201-18: A budget for alinclusive
development (January 2017)
Annual Survey of Indian Direct Selling Industry 2085
(February 2017)
Worklife Balance and Health Concerns of Women: A Survey
(March 2017)
Special Economic Zones:
Opportunities (April 2017)
Feasibility Study (soci&conomic Survey) of Ambala and
Rohtak Districts in Haryana (March 2017)
Goods and Services (GST): So far (July 2017)
Reshaping Indi&frica Trade: Dynamics and Export
Potentiality of Poducts in Africa (July 2017)
Industry Perspective on Bitcoins (July 2017)
Senior Housing: A sunrise sector in India (August 2017)
Current state of the economy (October 2017)
Equitable finance to fulfill funding requirements of Indian
Economy (October 20)
Indialsrael Relations: Building Bridges of Dynamic Trade
(November 2017)
Role of Trade Infrastructure for Export Scheme (TIES) in
Improving Export Competitiveness (November 2017)
The Wall of Protectionism: Rise and Rise of Protectionist
policies in theGlobal Arena (November 2017)

State profiles
Rajasthan: The State Profile (April 2011)
Uttarakhand: The State Profile (June 2011)
Punjab: The State Profile (November 2011)
J&K: The State Profile (December 2011)
Uttar Pradesh: The State Prof{Becember 2011)
Bihar: The State Profile (June 2012)
Himachal Pradesh: The State Profile (June 2012)
Madhya Pradesh: The State Profile (August 2012)
Resurgent Bihar (April 2013)
Life ahead for Uttarakhand (August 2013)
Punjab: The State Profile (Februaf12)
Haryana: Bolstering Industrialization (May 2015)
Progressive Uttar Pradesh: Building Uttar
Tomorrow (August 2015),
Suggestions for Progressive Uttar Pradesh (August 2015)
State profile of Telangar&he dynamic state of India (April
2016)
Smart Infrastructure  Summit 2016 Transforming Uttar
Pradesh (August 2016)

Perforrman Problems and

Pradesh of

Smart Infrastructure Summit 20%IBansforming Uttar
Pradesh : Suggestions for the State Government (August
2016)

Rising Jharkhand: An Emerging Investment Hub (February
2017)
Punjab:Roadmap for the New Government Suggestions for
tR VirfddstN® ¥ind S¥ciEcotiomid Daveldpriehtd Fosié
MSMEs ease of doing business (May 2017)
Prospering Himachal Pradesh: A Mountain of Opportunities
(August 2017)
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