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The COVID-19 outbreak, growing resistance to globalisation, and rising US-China trade tensions—

once again—are a perfect recipe for a challenging macroeconomic backdrop. But the news isn’t all

bad—according to our Senior Macro Strategist Sue Trinh, the tough operating environment could

reveal important growth opportunities for Southeast Asian economies.

Southeast Asia: a bright spot in
a challenging environment

Global trade volumes topped out in 2018 amid
slowing global growth and ongoing trade tensions
between the United States and China. In 2020, the
global pandemic has been another headwind for
global trade. Nomura’s leading index of Asian
exports, which aggregates the region’s exports
(excluding Japan) of eight forward-looking
components, and typically has a three-month lead,
is signaling that aggregate export growth in the
region could shrink between 10% to 20% (relative to
last year) in the coming months. Further downside
risk to global trade comes from the worsening
relationship between the United States and China
and the potential for a reescalation in trade
tensions.

Understandably, this backdrop makes for a difficult
environment for Southeast Asian economies—
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specifically, members of the Association of
Southeast Asian Nations (ASEAN), a group of
highly trade-dependent economies. That said, how
the region weathered challenges in the past two
years has given us some confidence in its ability to
navigate the current environment.

The news isn’t all bad

The ASEAN region has been a big beneficiary of
ongoing trade tensions, the global pandemic, and
China’s relatively early emergence from the COVID-
19 outbreak. The region’s share of global trade has
gone from strength to strength since 2000, with
trade in electronics and integrated circuits being a
major driver. When the US-China trade war started
to escalate in early 2018, there were fears that
slower global trade growth would negatively impact
the trade-dependent region. But as events unfolded,
it became clear that China looked increasingly to
ASEAN to offset the impact of the trade war—and
later, the COVID-19 outbreak—to counter the rise of
increasingly  stringent US trade  policies.
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ASEAN’s share of Chinese trade (exports plus
imports) overtook that of the United States’ in early
2019. But it didn't stop there—in early 2020,
ASEAN overtook the European Union as China’s
largest trading partner and its share of trade with
China remains near a record high of around 15%.*

The ASEAN region has attracted many global
companies that are looking to diversify their
production in the wake of the US-China trade war,
and the COVID-19 outbreak has accelerated that
trend. The development is understandable—
ASEAN sports many competitive advantages,
among them, its member countries’ relatively high
rankings in the World Bank’s Ease of Doing
Business Index. The ASEAN-6 (namely, Indonesia,

Share of Chinese trade (exports and imports)
Shift toward ASEAN

Malaysia, the Philippines, Singapore, Thailand, and
Vietnam) all sit within the top half of global rankings
across 10 areas of doing business—starting a
business, dealing with construction permits, getting
electricity, registering property, getting credit,
protecting minority investors, paying taxes, trading
across borders, enforcing contracts, and resolving
insolvency.” Other advantages that the region has
over its competitors are: relatively lower-wage
structures, better productivity, and geographic
proximity to China. The fact that the region has a
complementary industrial structure to China is also
important.?
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As China emerges from COVID-19, the gradual
recovery in consumer demand in the country is
being met by ASEAN; Vietham, Malaysia, and
Thailand have enjoyed particularly strong growth in
demand for their goods from China. In our view,
sectors that are likely to benefit as the Chinese
economy kicks into gear include mining (benefiting
major producers from Indonesia and Malaysia),
semiconductor and electronics (benefiting Thailand,
Malaysia, and Vietnam), and textiles and garment
industries (benefiting Vietnam and Thailand).
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Important mitigants in a challenging
environment

An acceleration in ASEAN integration in the coming
years is likely to make the region even more
competitive and resilient to global shocks. This
could be achieved by reducing tariffs, improving
market access, and increasing the region’s
absorptive capacity further. The Regional
Comprehensive Economic Partnership, a proposed
regional free trade agreement that’s currently being
negotiated, could go a long way to expand regional
connectivity in trade and investment. Proponents of



https://www.asean.org/storage/images/2015/October/outreach-document/Edited%20RCEP.pdf
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the agreement hope that negotiations can be
concluded by the end of the year.3

On balance, even though the leading indicator for
Asian export growth is warning of a major slump
ahead and geopolitical risks remain elevated, there
remain many positive dynamics at play that can
serve as mitigants in a challenging environment.

Disclaimer

A widespread health crisis such as a global pandemic could cause
substantial market volatility, exchange trading suspensions and
closures, and affect portfolio performance. For example, the novel
coronavirus disease (COVID-19) has resulted in significant disruptions
to global business activity. The impact of a health crisis and other
epidemics and pandemics that may arise in the future, could affect the
global economy in ways that cannot necessarily be foreseen at the
present time. A health crisis may exacerbate other preexisting political,
social, and economic risks. Any such impact could adversely affect the
portfolio’s performance, resulting in losses to your investment

Investing involves risks, including the potential loss of principal.
Financial markets are volatile and can fluctuate significantly in response
to company, industry, political, regulatory, market, or economic
developments. These risks are magnified for investments made in
emerging markets. Currency risk is the risk that fluctuations in
exchange rates may adversely affect the value of a portfolio’s
investments.

The information provided does not take into account the suitability,
investment objectives, financial situation, or particular needs of any
specific person. You should consider the suitability of any type of
investment for your circumstances and, if necessary, seek professional
advice.

This material, intended for the exclusive use by the recipients who are
allowable to receive this document under the applicable laws and
regulations of the relevant jurisdictions, was produced by, and the
opinions expressed are those of, Manulife Investment Management as
of the date of this publication and are subject to change based on
market and other conditions. The information and/or analysis contained
in this material has been compiled or arrived at from sources believed
to be reliable, but Manulife Investment Management does not make any
representation as to their accuracy, correctness, usefulness, or
completeness and does not accept liability for any loss arising from the
use of the information and/or analysis contained. The information in this
material may contain projections or other forward-looking statements
regarding future events, targets, management discipline, or other
expectations, and is only as current as of the date indicated. The
information in this document, including statements concerning financial
market trends, are based on current market conditions, which will
fluctuate and may be superseded by subsequent market events or for
other reasons. Manulife Investment Management disclaims any
responsibility to update such information.

Neither Manulife Investment Management or its affiliates, nor any of
their directors, officers, or employees shall assume any liability or
responsibility for any direct or indirect loss or damage or any other
consequence of any person acting or not acting in reliance on the
information contained herein. All overviews and commentary are
intended to be general in nature and for current interest. While helpful,
these overviews are no substitute for professional tax, investment, or
legal advice. Clients should seek professional advice for their particular
situation. Neither Manulife, Manulife Investment Management, nor any
of their affiliates or representatives is providing tax, investment, or legal
advice. This material was prepared solely for informational purposes,
does not constitute a recommendation, professional advice, an offer, or
an invitation by or on behalf of Manulife Investment Management to any
person to buy or sell any security or adopt any investment strategy, and
is no indication of trading intent in any fund or account managed by
Manulife Investment Management. No investment strategy or risk
management technique can guarantee returns or eliminate risk in any
market environment. Diversification or asset allocation does not
guarantee a profit or protect against a loss in any market. Unless
otherwise specified, all data is sourced from Manulife Investment
Management. Past performance does not guarantee future results.

Manulife Investment Management

Manulife Investment Management is the global wealth and asset
management segment of Manulife Financial Corporation. We draw on
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more than 150 years of financial stewardship to partner with clients
across our institutional, retail, and retirement businesses globally. Our
specialist approach to money management includes the highly
differentiated strategies of our fixed-income, specialized equity, multi-
asset solutions, and private markets teams, along with access to
specialized, unaffiliated asset managers from around the world through
our multimanager model.

These materials have not been reviewed by and are not registered with
any securities or other regulatory authority, and may, where
appropriate, be distributed by the following Manulife entities in their
respective jurisdictions. Additional information about Manulife
Investment Management may be found at manulifeim.com/institutional.

Australia: Hancock Natural Resource Group Australasia Pty Limited,
Manulife Investment Management (Hong Kong)
Limited. Brazil: Hancock Asset Management Brasil
Ltda. Canada: Manulife Investment Management Limited, Manulife
Investment Management Distributors Inc., Manulife Investment
Management (North America) Limited, Manulife Investment
Management Private Markets (Canada) Corp. China: Manulife
Overseas Investment Fund Management (Shanghai) Limited
Company. European Economic Area and United Kingdom: Manulife
Investment Management (Europe) Ltd., which is authorized and
regulated by the Financial Conduct Authority; Manulife Investment
Management (Ireland) Ltd., which is authorized and regulated by the
Central Bank of Ireland Hong Kong: Manulife Investment Management
(Hong Kong) Limited. Indonesia: PT Manulife Aset Manajemen
Indonesia. Japan: Manulife Investment Management (Japan)
Limited. Malaysia: Manulife Investment Management (M) Berhad
(formerly known as Manulife Asset Management Services Berhad)
200801033087 (834424-U). Philippines: Manulife Asset Management
and Trust Corporation. Singapore: Manulife Investment Management
(Singapore) Pte. Ltd. (Company Registration No. 200709952G). South
Korea: Manulife Investment Management (Hong Kong)
Limited. Switzerland: Manulife IM (Switzerland) LLC. Taiwan: Manulife
Investment Management (Taiwan) Co. Ltd. United States: John
Hancock Investment Management LLC, Manulife Investment
Management (US) LLC, Manulife Investment Management Private
Markets (US) LLC, and Hancock Natural Resource Group,
Inc. Vietham: Manulife Investment Fund Management (Vietham)
Company Limited.

Manulife Investment Management, the Stylized M Design, and Manulife
Investment Management & Stylized M Design are trademarks of The
Manufacturers Life Insurance Company and are used by it, and by its
affiliates, under license.
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