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On the 6th of March, the Jeffrey Cheah
Institute on Southeast Asia (JCI) held
its World Economic Outlook 2018
forum at Sunway University. The
moderator, Professor Yeah Kim Leng
of the JCI and the Sunway Business
School, began the discussion by citing
a number of recent positive
developments. A recent report by the
IMF projected an increase in global
growth in 2018 for the first time since
2009. The Ministry of International
Trade and Industry (MITI) announced
that Malaysia's trade exports in
January increased by 17.9% year-onyear.

Currency Stability and the
Malaysian Ringgit

Professor Mohamed Ariff Syed
Mohamed, JCI Senior Fellow and Head
of
Sunway
Business
School’s
Department of Economics and
Finance, started his presentation on
the management of the ringgit by
emphasising the importance of
currency management and the
centuries of wisdom from central
banks that are available to us today. A
stable currency that is resilient to
crises is a hallmark of a well-managed
economy. Professor Ariff showed
empirical data which demonstrated
that the ringgit has been experiencing
increasing amounts of volatility since
mid-2005. He also showed that the
Malaysian ringgit is among the riskiest
currencies of the big economies in the

developing world. He concluded his
presentation with a scorecard of
factors that drive the Malaysian
ringgit. While the Malaysian monetary
authority scored well on inflation
management, it scored poorly on
increasing productivity and achieving
a balanced budget, and only garnered
a moderate score on stabilising the
interest rate and trade surplus.
Professor Ariff argued that the efforts
of the Malaysian central bank in
tackling inflation over currency
stability is inadequate, and that it
should work towards stabilising both
the currency and inflation as other
countries have shown that it is clearly
feasible.

Trade,
Technology
Human Capital

growing middle class in Asia will
continue to drive it forward. The
Comprehensive and Progressive
Agreement
for
Trans-Pacific
Partnership (CPTPP), which involves a
number of ASEAN countries including
Malaysia, pushes this agenda forward.
China would play an increasingly
central role in trade within ASEAN
with the continued negotiation of the
Regional Comprehensive Economic
Partnership (RCEP) and their possible
participation in the CPTPP.
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Professor Shandre Mugan Thangavelu,
Vice President of JCI, began his
presentation with a number of
observations for the year 2017. The
synchronized global growth is led by
the US and Europe. In East Asia, Japan
is seeing positive growth after
prolonged stagflation and China
appears stable amidst fears of its
economy overheating. An increase in
infrastructure investment is seen in
Asia due to the ‘One Belt One Road’
initiative and the ASEAN Connectivity
Master Plan.
According to Professor Thangavelu,
trade will dominate the region as a

“Automation would trigger a
reversal of production back to the
developed countries.”
Professor Shandre Mugan Thangavelu

The trend of increasing share of
services in ASEAN economies is set to
continue as they move up the value
chain. Professor Thangavelu spoke of
increasing
‘servicification’,
the
transformation of manufacturing
industries into service activities that is
taking place globally. This change in
the nature of the production chain is
an effect of fragmentation, in which a
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production process is broken up and
services link them to one another. The
fragmentation process leads to a
breaking down of borders and allows
more countries to participate in the
global production chain and the
services that accompany it. However,
servicification may lead to a slowdown
in growth; countries stuck in the
middle income trap will thus have to
devise new strategies to overcome it.
On the subject of advancing
technologies, Professor Thangavelu
pointed to the taking over of more
transaction-intensive
tasks
by
computers and robots in developed
countries while judgement-intensive
activities still remain in the realm of
human beings. This development
would see the relocation of
production
activities
back
to
developed countries to be taken over
by robots and artificial intelligence (AI),
hence reducing the demand for
outsourced manufacturing. This
concentration
of
production,
otherwise known as ‘agglomeration’,
could potentially create widening
income and wage gaps between
skilled workers in the service sector
and the rest of the population.
Professor Thangavelu ended the
presentation with some predictions
on the state of Malaysia with respect
to trade and technology. Malaysian
services will continue to increase its
share of services, both as a share of
the economy and overall employment.
As fragmentation gets underway in
Malaysia, policymakers will have to
balance the forces of agglomeration
and fragmentation as well as its
implications on inequality for the
country.
Professor
Thangavelu
emphasized the importance of human
capital development in an increasingly
service-driven economy where most
jobs will be judgement-intensive.
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Geopolitical Boons and Banes

Professor Woo Wing Thye, President
of the Jeffrey Cheah Institute on
Southeast Asia, began by stating that
2018 would most probably not
achieve the optimistic growth
projections of the IMF and in the
Goldman Sachs ’As Good as It Gets’.
He explained that the optimistic
projections come from the expected
high growth in the emerging
economies. The richer economies
would grow slowly as they have to
innovate in order to grow. The poorer
economies would grow faster because
they would move up the value chain.
However, he saw global developments
in 2018 as favouring the forces of deglobalisation that would hurt the
poorer economies.
Professor Woo identified two positive
global developments since 2018
began. The teaming up of North Korea
and South Korea for the Winter
Olympics has reduced the probability
of conflict, and boosted investment
confidence. The success of Japan in
mobilizing countries to strengthen the
Trans-Pacific Partnership would boost
trade in the region.
Professor Woo said that the removal
of term limits for President Xi Jinping,
would be a very good thing if he uses
his extended time in office to enact
much-needed reforms. If China is to

continue its rapid catch-up growth, it
will have to reform its state-owned
enterprises (SOEs) to keep them from
mindlessly expanding their production
capacity far beyond global demand.
The imposition of tariffs on US steel
and aluminium imports by President
Donald Trump points to the possible
start of a trade war. Professor Woo
noted that only 20% of US steel and
aluminium imports come from China.
The rest of the imports come from the
European Union, Canada, Mexico and
Korea, some of the United States’
biggest economic allies, and they
would most likely be exempted from
these tariffs. A Sino-US trade war
would hurt investments globally in
addition to reducing global trade.
Summing up the present global
political configuration, Professor Woo
argued that the days of hegemonic
stability under the United States are
over. He warned of the return to the
‘sphere of influence’ politics of the
Cold War era. This development could
lead to a decline in global trade and
reverse the expansion of global
production networks. The challenge in
the New International Normal is how
to maintain the system of multilateral
free trade.

