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HONG KONG Sept enber 11 is viewed as the reference date for every

i nternational event and its inpact onthe daily Iives of people, politics
and economni cs world wi de.

The Worl d Economi ¢ Forumis (WEF) East Asia Summit in this former British
colony is no different. The organi sers have, follow ng the attacks,
changed the thenme of the Summt from"Reversing the Downturn: Preparing
Asia's G owm h Agenda" to "Responses to the Recession: Regaining Stability
and Gowh in Asia".

According to Frank-Jurgen Richter, WEF' s director for Asia, the world
has noved froma nere sl owdown in I T demand to a broad downt urn.

And now, with the | oss of confidence after Septenber 11, the world is
experiencing a full blown recession - the first inthe newmllennium And
world trade is comng to a "standstill".

Wth the exception of China, which is experiencing robust growh, the
maj or econom es - the US, Japan and Europe - are in the thores of a
recessi on. The attacks i n New York and Washi ngt on have dealt a body bl ow
to the worl d econony, which is slow ng down faster than earlier predicted.

The United Nations has trimits forecast for global growh by a full
percentage point to 1.4 per cent. For Asia the forecast is that its gross
domestic product (GDP) will be sliced by 2.4 percentage points to 1.7 per
cent - excluding Japan and China - this year. Japan's econony W |l shrink
by 0.5 per cent. China remains the only econony that is forecast to
register a robust growh of 7.5 per cent.

Hong Kong i s not spared. Econonists polled by Reuters see t he econony
contracting 0.3 per cent inreal terns this year as exports decline even
nore followi ng the attacks on the US.

Its budget deficit is forecast to balloon to some HK$40billion (HK$100 =
RVA9. 69) to HK$50 billion for fiscal 2001-2002. Part of the reason for the
wi deni ng budget gap is attributed to the HK$15 billion of f-budget package
announced by chi ef executive Tung Chee-Hwa earlier this nonth.

Hong Kong' s econony is al so affected by the sl owi ng gl obal commerce. The
Wirl d Trade Organi sation (WO has revised its forecast for gl obal trade
from12 per cent last year to just 2 per cent this year.

Econoni es such as Singapore and Hong Kong are particularly affected by
this downturn with expectations of double digit down turn in both inmport
and export figures for Hong Kong. Singapore is inrecession, registeringa
negative 5.6 per cent GOP in the third quarter of this year.

Regi onal cooperation and increased intra-regional trade should be
encour aged and stepped up. This is "an obvious direction to take",
according to Prinme Mnister Datuk Seri Dr Mahathir Mhamad. But nany
countries in the region tend to go their own way, which weakens their
col l ective strength and potenti al .

A nunber of initiatives are in the works. Anong them the bilateral
paynents and swap arrangenents. The | eaders of the Asia Pacific Econom c
Cooperation (Apec) endorsed the regional swap facility or the Chi angnai
Initiative, which calls for strengthening cooperative financing
arrangenents anong Asean, China, Japan and Sout h Kor ea.

A simlar financial cooperation was vehenently opposed by the
International Monetary Fund and Washi ngton when it was first proposed at
the height of the financial crisis in 1997.

O her regional efforts to enhance trade cooperation include the proposal



by Thaksi n Shinawatra, Thailand's Prine M nister, for the use of |ocal
currencies in settling paynents for trade.

Wth the WIO mini sterial nmeeting scheduled to be held i n Doha, Qatar,
early next nonth, the question of world trade and its contributionto
generating econom c activity and gl obal growth will not escape the
busi ness community neeting in Hong Kong this week. The regi onal econom es
need to | ook to the potential and capacity anong thensel ves to take up the
slack fromthe US and Europe.

Qbvi ously "business as usual” is not possible and it is essential to re-
engage to nmake Asia grow again. In this context regional cooperationis
vital.

Last week's Apec forumin Shanghai recognised this as well, and the
final declaration said "regional cooperation can al so be very useful in
conpl ementing efforts (by international institutions) to pronote financial
stability".

The need for regional cooperation and capacity, enhanci ng and
strengt heni ng financial stability continue to be inportant and rel evant
for the region even in the wake of the attacks on the US and the need to
deal with terrorismand terrorists.

Wth China set to accede the WIQ, after 15 years of negotiations, the
focus onits econony and role in the region and i ndeed the worl d becones
even nore inportant. Wth its entry into the world body China, whichis
already a magjor world trader, will see its share of world trade rise to
6.8 per cent of world exports and to 6.6 per cent of world imports.

As the only engine of growth in the world economny, China has an i nortant
role to play inthe region. Beijing s response and action will be crucial
in"Regaining Stability and Gowth in Asia" and perhaps even beyond.

Thus China is being closely and eagerly watched by the worl d.

Undoubt edl y there are a nunber of issues, includinglegal and
admi nistrative ones, that Beijing will have to adhere to with its entry
into the WO,

The Chinese authorities are al ready preparing thensel ves for the new
envi ronnent. Chi nese President Jiang Zenin told his fell owApec | eaders
that China will take a nore active part in regional and gl obal economc
and techni cal cooperation. "Once inside the WO Chinawill strictly
conply wi th universally acknow deged narket rul es, inplenment open,
transparent and equality-based policies of trade and i nvestnent and
endeavour to promote multi-directional and multi-Ievel opening up in a
wi de range of areas.

"A China that enjoys stability, growmh and progress will make an even
greater contribution to peace and devel opnment in the region and the world
at large".

In dealing with the challenges for the region, fornmer Philippine
Presi dent Fi del Ranpos has urged that the world "concentrate on t he deeper
probl ens of poverty, the i ncone gap, the digital gap, the education gap,

t he health gap, the opportunity gap and the north-south gap".

Asia has the resources and skills. But these need to be harnessed and
put to productive use. The bursting of the I T bubbl e and the nmany Asi ans
who have "powered" the new econony are coni ng back hone. Richter says The
Asi an Di aspora, especially the NRI - Non-Resident |Indians - and Overseas
Chi nese, are one of the | argest groups of investors in Asia.

Many of the entrepreneurs in Silicon Valley are Asians and they are
interested in feeding back into the regioninthe formof venture capital
and direct investnment. These "busi ness angel s" can assist the region with
advi se and expertise i ncluding howto grow busi nesses fromthe ground up.
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