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PDR, and Viet Nam) and to the PRC, contributing to the formation of a web of regional 
supply chains increasingly centered on the PRC. The source country (area) breakdown of 
cumulative FDI inflows to East Asia over the period 1995–2005 deserves attention. Table 2 
indicates that while global MNCs from the major industrialized countries remain important 
investors in several economies in emerging East Asia, the Asian NIEs’ firms have become 
much more important, accounting for 35 percent of total FDI inflows to emerging East Asia—
particularly in the PRC and Viet Nam. The table also indicates ASEAN 9 (non-Singaporean) 
firms are becoming active in emerging East Asia. 

Table 2. Emerging East Asia’s Foreign Direct Investment Inflows, 1995–2005 (%) 

Source Regions/Countries of FDI Inflows to Emerging East Asia 
  United 
  States 

European 
Union   Japan  Asian 

  NIEs  ASEAN 9 Total 

 
FDI 
Inflows 
to: % % % % % % (US$Mill) 
Asian NIEs 16.8 15.8 8.1 5.2 3.9 100.0 (437,999) 
   Hong Kong, China 5.1 7.4 5.7 5.3 1.8 100.0 (215,999) 
   Korea 22.4 40.1 13.3 4.1 7.4 100.0 (  55,975) 
   Singapore 31.7 19.3 8.5 4.0 5.8 100.0 (142,748) 
   Taipei,China 19.9 13.1 15.5 14.2 2.5 100.0 (  23,277) 
ASEAN 9 18.4 29.1 19.1 29.2 4.2 100.0 (116,413) 
   Indonesia 5.7 50.9 3.3 15.0 9.3 100.0 (  11,839) 
   Malaysia 27.4 23.4 13.6 22.0 2.1 100.0 (  44,651) 
   Philippines 23.4 10.3 23.1 16.9 1.1 100.0 (  13,709) 
   Thailand 10.5 10.5 25.1 27.6 0.9 100.0 (  37,428) 
   Viet Nam 4.8 19.1 14.4 39.2 6.6 100.0 (  18,225) 
PRC 8.1 8.1 8.6 54.0 1.6 100.0 (537,163) 
Total 13.9 14.7 10.5 34.9 3.1 100.0 (992,516) 

Notes: (a) NIE = newly industrializing economy; FDI = foreign direct investment; PRC = People’s 
Republic of China.  

(b) FDI recipient data compiled by Institute for International Trade and Investment (IITI) are 
adjusted to make them consistent with BOP figures.  

Sources: UNCTAD, World Investment Report 2006; IMF, International Financial Statistics; ASEAN 
Secretariat for Singapore and ASEAN 9 data; China Statistical Yearbook for PRC data; OECD 
publication for Korea data; IITI for Hong Kong, China and Taipei,China data. 

 

The PRC is the world’s largest emerging-market recipient of FDI inflows. It has benefited 
significantly from joining the global trading system (by becoming a member of the World 
Trade Organization), participating in regional production networks, and transforming itself 
into an assembly platform for regional and global manufacturing producers. The PRC 
imports capital equipment, industrial materials, and intermediate inputs from neighboring 
economies, and exports finished manufactured products. As a rise in the PRC’s exports 
tends to stimulate its imports from other East Asian economies, its overall trade surplus 
tends to be accompanied by trade deficits vis-à-vis many regional economies. In this sense, 
the PRC is building a complementary relationship within East Asia, while at the same time 
competing against several other emerging East Asian economies—particularly middle-
income ASEAN countries—in global markets. This situation implies that exchange rate 
movements between the yuan and other emerging East Asian currencies have become 
increasingly relevant to trade and FDI. 

(2) Financial integration  

Financial markets are also integrating rapidly in East Asia due to the deregulation of 
domestic financial systems, opening of financial services, and progressive relaxation of 
capital and exchange controls. Foreign operations by developed country commercial banks 




