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Executive Summary: update on the Economic Outlook for Southeast Asia, 
China and India 2016

Economic outlook and macroeconomic assessment

Despite sluggish global growth, near-term economic growth in Southeast Asia, China 
and India is solid. Real GDP growth in Emerging Asia  i.e. the 10 ASEAN economies plus 
China and India  is projected to remain steady at 6.4% in 2016 and 6.3% in 2017 (Table 1). 
Economic activity in the ASEAN 10 countries is growing moderately, with average 
projected growth of 4.9% in 2016 and 5.3% in 2017 (Table 1). In particular, domestic 
demand (private consumption plus investment) is the main driver of economic growth 
in many ASEAN countries. Recent increases in consumer confidence in Indonesia 
and the Philippines demonstrate optimism in the outlook for these countries, while 
consumer confidence remains strong in China, India and Thailand. Services such as 
tourism, information and communications technology (ICT), and financial services still 
play significant roles in the growth in Emerging Asia, as does the agricultural sector, 
although its contribution to real GDP growth has decreased over the years. Export 
growth is declining overall,  particularly from the previous year. 

Table 1. Real GDP growth of Emerging Asia (Annual percentage change)
Country 2014 2015 2016 2017

ASEAN-5 

Indonesia 5.0 4.8 5.2 5.9

Malaysia 6.0 5.0 4.6 4.8

Philippines 6.1 5.9 6.0 6.1

Thailand 0.8 2.8 3.3 3.6

Viet Nam 6.0 6.7 6.3 6.1

Brunei Darussalam and Singapore

Brunei Darussalam -2.3 -0.6 0.8 1.1

Singapore 2.9 2.0 2.3 2.4

CLM countries

Cambodia 7.1 7.0 7.1 7.1

Lao PDR 7.4 7.4 7.1 7.1

Myanmar 8.7 8.7 8.2 8.3

China and India

China 7.3 6.9 6.5 6.2

India  7.2 7.4 7.4 7.5

Average of ASEAN 10 countries 4.6 4.7 4.9 5.3

Average of Emerging Asia 6.7 6.6 6.4 6.3

Note: The cut-off date of data is 1 June 2016. Weighted averages are used for the ASEAN average and Emerging 
Asia average. Emerging Asia includes the ASEAN 10 economies plus China and India. The results of China, 
India, and Indonesia, including projections for 2016 and 2017, are based on the OECD Economic Outlook No 99.
Source: OECD Development Centre

Recent external shocks that are affecting economic activity in the region include the 
significant drop in commodity prices, China’s further economic slowdown and slower 
recovery in advanced countries. External factors are driving two sets of price pressures; 
lower global prices for fuel and other energy prices put downward pressure on the price 
level, while climate shocks caused by El Niño-related weather conditions (droughts and 
floods) put upwards pressure on food price inflation. These shocks are posing challenges 
to macroeconomic policies and are impacting the economies of Emerging Asia through 
different channels, such as Asian intra-regional trade, capital flow linkages and the 
transmission of volatility in stock and foreign exchange markets. 
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Key points at a glance
•	 Real economic activity in Emerging Asia remains steady, but growth trajectories are 

different among the ASEAN members, China and India. Southeast Asia (ASEAN 10) 
is growing modestly, with a projected average rate of 4.9% in 2016. India’s economy 
is expected to grow at 7.4%, while China’s growth is projected at 6.5% in 2016 as a 
result of the country’s economic slowdown and process of rebalancing. In general, 
domestic demand is the main driver of economic growth in the region. 

•	 A potential risk to economies in Southeast Asia, China and India is the sluggish 
external environment. The region is facing headwinds due to weak growth 
prospects from OECD economies, China’s slowdown and recent financial volatility 
in emerging markets. Export growth is weak and needs to be revived. Climate 
shocks, including the effects of drought (associated with El Niño), are affecting 
agricultural production. 

•	 A second risk factor is financial market fragility, related in particular to capital 
flows and exchange rates. Capital flows into and out of the region have increased 
substantially in the past 10-15 years. India, China and Singapore experienced a 
significant increase in capital inflows between 2004 and 2014, while capital outflows 
also have increased drastically since 2010. As the increase in China’s capital flows 
is fairly large, the country needs to allow its exchange regime to become more 
flexible. Overall, depreciation/devaluation pressures exit in many Southeast Asian 
countries.

•	 Many countries in the region face the challenges of coping with the negative 
consequences of low commodity prices. Lower global prices for oil and gas will 
have positive impacts, such as reduced costs for energy-intensive manufacturing 
and transportation activities. At the same time, these lower prices are affecting 
government revenue of energy exporters negatively. The region, however, has 
relatively healthy fiscal and external positions compared with other regions. 

Recent developments in regional integration in Emerging Asia   

The landscape of regional integration in Emerging Asia is undergoing significant 
change. The establishment of the ASEAN Economic Community in December 2015 
marked an important milestone. It also provided the opportunity to review past 
achievements and to plan future targets in key policy areas. The ASEAN Economic 
Community Blueprint 2025 is the overarching plan for Southeast Asian integration for 
2016-25. In support of the Blueprint’s goals, more detailed sectoral plans have been 
developed, and new and forthcoming international agreements look set to provide new 
opportunities for the region in the future. 

The liberalisation and facilitation of trade in goods continues to contribute to the 
growth of trade flows in the region. Further work is needed on border and behind-
the-border barriers and on developing the ASEAN Single Window to expedite customs 
procedures. The recently-signed Trans-Pacific Partnership (TPP), which includes four 
ASEAN members, and the Regional Comprehensive Economic Partnership (RCEP), which 
is still under negotiation and will cover the ASEAN+6 countries, offer opportunities to 
improve regional trade. The potential benefits of greater trade in services remain largely 
untapped, but should  improve with a stronger legal basis under these agreements and 
under the ASEAN Trade in Services Agreement, for which negotiations are set to begin.  

Investment and capital market liberalisation is central to the creation of a single 
market and production base. While progress has been made through initiatives such as 
the Asia Region Funds Passport and the ASEAN Capital Markets Forum (ACMF) Market 
Development Programme, more work can be done in connecting and integrating the 
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region, as outlined in the goals of the latest Action Plan of the ASEAN Capital Markets 
Forum (ACMF).

Despite the commitments of ASEAN members, progress has been uneven on 
implementing regional harmonisation of competition and consumer protection policies. 
Gaps remain in institutional capacities. The implementation of the Competition Policy 
and Law in ASEAN project, which was initiated in 2015, will help ASEAN members to 
foster fair competition. Progress in the protection of intellectual property rights also has  
varied across the region. New electronic filing tools will help to enhance and improve 
the efficiency of regional protection of intellectual property.

Improvements to infrastructure and connectivity are critical for regional integration. 
However, the development of major regional projects, such as the ASEAN Highway 
Network and the Singapore-Kunming Rail Link, has been slow. Despite delays, major 
steps have been taken recently towards the implementation of the ASEAN Single Aviation 
Market, which should facilitate travel and transportation in Southeast Asia. Regional 
co-operation in the energy sector also includes major infrastructure projects like the 
ASEAN Power Grid and Trans-ASEAN Gas Pipeline. These allow greater trade in energy 
as a way of reducing costs and improving the stability of supply, though differences in 
national energy policies and other barriers may hinder deeper integration. 

Development of small and medium-sized enterprises (SMEs) and tourism are both 
expected to contribute to future growth in Emerging Asia. SME development through 
the year 2025 is outlined in  a new strategic action plan, which covers issues including 
technology and innovation, access to finance, and human capital development. Tourism 
is targeted for “enhanced connectivity and sectoral co-operation” in the AEC Blueprint 
2025, and a recent agreement on establishing a regional secretariat for tourism should 
encourage further co-operation in the sector. 

Co-operation in human and social development aims to improve regulatory standards 
and capacities across ASEAN, though social protections remain underdeveloped in 
many countries. Regional efforts in some areas, including through the work of the 
ASEAN Occupational Safety and Health Network, have produced rapid progress. The 
Initiative for ASEAN Integration (IAI), which was established to co-ordinate efforts to 
narrow regional development gaps, similarly has shown some of the benefits of regional 
co-operation, though reviews have found that it could benefit from clearer goals. 

Recent developments in structural policy challenges

Indonesia is seeing strong growth, but faces risks from low commodity prices. 
Reforms are facilitating land acquisition and other aspects of infrastructure development 
and operation. Inequality and regional disparities remain  challenges. Efforts to address 
inequalities include a rural ICT education initiative, regulation of the informal labour 
market and the introduction of tax incentives for workers in labour-intensive industries. 

Growth is expected to be fairly stable in Malaysia, and the country faces risks due 
to commodity prices and other external shocks. Recent progress has been made in SME 
development, education, reform of taxes and subsidies, ICT, and green growth. 

Growth should also be steady in the Philippines, where recent policy developments 
include plans for job creation, infrastructure and other funding for disaster risk 
management; regulatory reforms to ease the cost of doing business; and tax and other 
reforms. 
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Growth prospects are improving in Thailand. The government is investing in 
local and rural development initiatives and addressing productivity concerns through 
measures to boost investment and grow the digital economy. 

Viet Nam’s growth looks set to slow slightly, and the country is exposed to risks 
caused by low agricultural commodity prices and drought. The government is continuing 
the reform of state-owned enterprises and adjusting regulations on the financial sector 
and private sector in general. It is making new investments in infrastructure and worker 
training.

Growth in Brunei Darussalam should be slow but improving as oil and gas prices 
remain low. Reduced revenues from these commodities also have constrained the 
government’s budget for the coming year, despite an increased deficit. 

Growth in Singapore is expected to be largely unchanged from previous forecasts, 
and the economy remains at risk of continued weak external demand. The government 
recently introduced incentives for hiring older workers, targeted improved education 
outcomes, and offered new incentives for SME development and innovation. 

Cambodia’s strong growth looks set to continue at the same pace. The government 
announced new strategies to promote agricultural development, and has finalised a 
new marketing plan to attract more foreign tourists. 

The development of the energy sector continues to be a priority in Lao PDR, with 
hydropower production and electricity exports set to continue to expand. 

Growth prospects in Myanmar are expected to be mostly stable. Recent developments 
include new rules on investment and the continued expansion of the financial sector. 

China’s growth continues to slow. The country faces risks related to excess capacity in 
certain industries, environmental conditions as well as weak external demand. Reforms 
to farm subsidies and the status of migrant workers can be expected to affect rural 
development. Other reforms also are planned to cut pollution and address a widening 
budget deficit. 

Growth in India looks set to improve. The economy should benefit from recent 
increases in funding for higher education, initiatives to improve financial literacy, 
manufacturing investment incentives, and health and infrastructure investment. 


