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Tectonic Shift in Global Economic 

Geography 

• Divergent patterns of growth between Advanced Economies 

and Emerging Market Economies (EMEs) 

• Dominance of politics (US, EU) generating economic policy 

uncertainty (fiscal, monetary, regulatory), while structural 

problems have not been addressed 

• Contrast with EMEs: + demography/saving, urbanization, ↑dd 

commodities & natural resources, sound macro-policies,  

• Global Economic & Financial Geography is shifting to EMEs: 

output, trade, labour, capital flows, investment-saving nexus, 

equity markets, bond markets 

• Need New Global Financial Architecture, Regulatory Framework 

& Governance to Serve a Multi-Polar World 

 

 



Global Growth, Thanks to EMEs & 

Developing Asia 

1990-1994 1995-1999 2000-2004 2005-2009 2010-12 2010-2014 
Advanced nations 2.4 3.1 2.5 1.0 2.0 1.9 
Emerging markets 3.2 4.1 5.7 6.6 6.3 6.0 
Developing Asia 7.9 6.8 7.3 9.3 8.2 7.8 



Shifting Economic Geography: EMEs 

Account for ~50% of Global Output 

Growing Share of World Output – GDP 2012 

Source: IMF World Economic Outlook, 2013. 



Within EMEs, Asia dominates and China 

dominates within Asia 

 



Shift Towards Emerging Market 

Economies: Trade 

Growing Share of World Trade (Bilateral trade: 2012 vs. 2005) 

Exports 

Imports 



Shift Towards Emerging Market 

Economies: Equity Markets 
 

 

Source: Standard & Poors, March 2012. 

Growing Share of World Equity Market Wealth 



Shift Towards Emerging Market 

Economies: Equity Markets 
 

 

Source: Standard & Poors, Dec 2012. 



Shift Towards Emerging Market 

Economies: Assets 

Growing Share of International Reserves & Financial Wealth 



EME Capital Outflows Are Larger than 

Inflows & Go To Advanced Economies 



Foreign Investment Assets of EMEs 

mainly invested in Advanced Economies 



Major Lessons from the GFC for EMEs 

1. Avoid Growth in Financial Sector Unrelated 

to Real Economy 

2. Establish safeguards & buffers against 

spillover & contagion channels & risks; 

Financial Safety Nets  

3. Ensure good Governance of Banking & 

Financial Sector & its Regulators 

4. Control Systemic Risk Arising from TBTF 

TITF 

5. Develop Local Currency Financial Markets 
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A Time For Transformation & “Change” 

• Traditional financial centres have become - like their 

dominant banks and financial institutions - TBTF and 

TITF posing systemic risk for global international 

financial system 

• National Capital Markets face growing Globalisation, 

Decentralisation and Networking 

• Imperative to build Regional Financial Centres (RFCs) 

to serve new multi-polar economic geography 

• Governments and regulators have supported their TBTF 

and TITF institutions but the latter cannot serve the 

EMEs and Asia.  

 



A New Decentralised Global Financial 

Architecture is Emerging  

Source: Global Financial Centres Index,  March 2013 
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Moving away from a hub-spoke model 

to a spider-web model 



Global Financial Centre Index 2013: 

Growing Importance of EME Centres 

Source: Global Financial Centres Index,  March 2013 



Imperative to Develop Asia’s Banking & 

Financial Markets 

• Manage and Control region’s rapidly growing financial 

wealth 

• Protect & secure national financial wealth & 

investments   

• Finance Economic Development & Infrastructure 

• Support Regional Economic Integration 

• Invest & Deploy financial wealth regionally & 

internationally 

• Enable & support economic and financial reforms 

• Support privatisation and private sector participation in 

infrastructure 

 



Asian Equity Capitalisation % of GDP 





7 SWFs from Asia are among Top 20 

Ranked by Total Assets 



Growing Share of Global Financial Assets 

Held in EMEs in All Economic Scenarios  



Asia Needs to Develop its Equity & Debt 

Markets to Serve its Investors 



Structural Transformation of global 

banking system 

• Global Banking system remains dominated by advanced 

economies: 77% of global bank assets in 2013, 85% of 

insurance premiums and hold over 90% of investible assets. 

• This will have to change: Asian banks will have to grow 

domestically & internationally.  

• Sound expansion requires cooperation between Asian 

regulators to facilitate cross-border expansion & investment. 

• Sound risk management requires alternative to the US$ and 

Euro: EU, US monetary & exchange rate policies geared to 

dealing with their business cycles and banking/financial sector 

re-structuring and not suited for Asia’s economic and financial 

development requirements. 



Global banking  

assets 2050 vs 2009 

Dates At Which Banking in the E7 

economies overtake the G7 

Source: PWC (2011): Banking in 2050 



Asia is the Future for Corporate & 

Investment Banking 

• Global corporate &investment banks will derive almost 50% of revenues from Asia by 2015.  

• By 2015, the share of Asian markets in these banks’ overall revenues will be as much as 

45%, or about $790bn, compared to about 33%, or $442bn in 2010 

 

Source: McKinsey & Co,  Oct 2011 



Greater Asian Regional Integration 

except for Capital Markets 

Progress of Integration in Asia 

• Progress of integration is most evident in 

trade, tourism, and macroeconomic links. 

Output correlations during the global crises 

reflecting the impact of common global shocks 

affecting region.  

• But intraregional FDI flows have remained 

below pre-Asian financial crisis share 

Source: Asian Economic Integration Monitor, ADB, March  2013 



Growing Asian Supply Chain, 2000 vs. 2010 

despite barriers; need to liberalise services  

 



Building Blocks of Regional Bond Market 

• Sustain Macroeconomic Stability 

• Build Depth, Breadth & Liquidity 

• Gradual liberalisation of entry barriers for non-resident 

investors 

• Enhance & Integrate Financial & Payments 

Infrastructure & payments linkages 

• Improve corporate governance, disclosure and 

transparency 

• Harmonisation & standardisation of legal & regulatory 

frameworks  



Four Building Blocks 

• Focus on financing infrastructure as a building block for capital 

markets and Asian Bond Market. 

– ADB: US$8.3 trillion in overall infrastructure investment between 2010 

and 2020, with an average of US$750 billion in annual infrastructure 

spending. Of this total, about half is needed for regional transport and 

logistics, while the rest covers cross-border infrastructure that moves 

power from surplus to deficit economies.  

• Chiang Mai Agreement to be extended and used as platform 

• Focus on developing Domestic Capital Markets with regional 

cooperation 

• Use local currencies and bilateral swap agreements 
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RMB Zone and “Redback’ Market 

• 4 characteristics: 

– Economic weight and trade centrality 

– Currency Convertibility & onshore financial 
market depth and liquidity 

– Intermediation among non-residents 

– Global hubs and linkages 

• In three years since policy liberalisation,10% of 
Mainland China’s total trade, 2% of FDI investment 
into China and about 4% of outward direct 
investment from China are settled in RMB 



Internationalization of the RMB: Trade 

• Pace of RMB internationalisation has been much faster than expected, with 

growing demand for RMB as a trade settlement currency & inbound/ outbound 

direct investment 

• 50% of China-emerging market trade, or over 30% of China’s total trade could 

be settled in RMB by 2015 

RMB trade settlement is growing rapidly 
Hong Kong responsible for 80% of all 

cross-border RMB trade settlement 

Source: HSBC, various reports 



• Introduced in 2010, offshore RMB is one of the fastest growing currency markets 

• This has significant implications for market participants with hedging, financing & 

investing needs 

• But the potential for further growth is great, underlined by China’s drive to have a 

convertible currency. 

 

 

Internationalization of the RMB: 

Payments 

CNH daily turnover has exploded since 

initiation 

but the RMB market remains 

significantly underdeveloped from a 

global perspective 

Source: HSBC, various reports 



The PBoC & HKMA Play their Roles 

Policy Deregulation to support 

offshore RMB business 
PBoC’s bilateral swap agreements 

Source: HSBC, various reports 



Development of Redback debt & 

securities market 

Global offshore RMB pool is 

rising through the introduction of 

more RMB centres 

The CNH bond market has grown 

substantially 

Source: HSBC, various reports 
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Takeaways 

• Global Economic Geography has shifted towards EMEs and Asia 

• A New Global Financial Architecture is required to serve a multi-

polar world with several Regional Financial Centres 

•  It is imperative that Asia develop its banking & financial markets to 

finance its economic development & infrastructure investments; 

manage, protect, deploy & control its financial wealth 

•  An emerging RMB Zone and ‘Redback’ Market can form the anchor 

of an Asian Bond & Money Market 
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