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2015 is a special year for Singapore, marking our nation’s 50th birthday.

As we celebrate our achievements, it is also a good occasion to re ect on
how to keep Singapore ahead as the world changes. Optimising resources,
harnessing new capabilities and nding new markets have been consistent
themes since the early years of Singapore’s economic transformation.
However, the environment we now face poses a di erent set of challenges
to address, while existing constraints have evolved considerably.

At home, we are seeing moderating workforce growth amidst changing
aspirations amongst Singaporeans. Jobs, companies and markets are all
changing rapidly, fuelling concerns of technological unemployment,
footloose investors and protectionist competitors. But these changes
also provide opportunities, whether through investments in disruptive
technology or commitment to foster closer regional integration in
Southeast Asia.

Foresight’s traditional role has been to help policymakers wade through
the complexity of our operating environment and make sense of the shifts.
But foresight on its own will not be enough. As we chart out a course for
the next fty years, translating foresight into strategies that can ride out
volatility and uncertainty will be critical.

| hope you enjoy reading this edition of Future Tense.

Mrs. Ow Foong Pheng

Permanent Secretary

Ministry of Trade and Industry, Singapore
December 2015
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Much is therefore not what it seems. Signals
of unravelling are sometimes emerging as

Even a brief look at our global system in recent ~ consolidation in disguise. In e Splinternet, we
years shows that things have been anything but See this playing out in the debate over who controls
normal. e post_C0|d War g|0ba| order has kept usthe Internet. Not all the calls for regionalised data
all guessing, swinging wildly between fragility andstorage are based on privacy concerns — erecting
resilience. For example, the apparently inevitable digital barriers also allows countries to nurture tech
“Grexit” did not materialise. Similarly, tensions rosghampions. Similarly, e People's Republic of
between claimants in the South China Sea, but th&hange shows how the current slowdown in China's

did not stop them from continuing negotiations for&gonomy may well be a passing side-e ect of ongoing
regional free trade agreement. adjustments. e vision of China emerging out of this

transitory phase stretches from manufacturing all the
way to outer space.

Let's get over the idea of a “new normal”.

Nonetheless, necessity is ever the motivator of  Today’s counter-culture can be tomorrow’s norms.
innovation. e turmoil of our times is pushing Inevitable Surprises examines early signals of
countries to nd ways to navigate economic societal pushback to the current cult of “globalisation
obstacles. In A New Economic Diplomacy?, we traguals growth”. We look past narratives of

the growing use of sanctions as a tool of economitechnology-driven utopia, from bots that in uence
policy. On the other side of the coin, Pivots under the social landscape to a “hijack” of scal priorities by
the Radar looks at quiet charm o ensives designethe elderly.

to tilt the status quo of economic relations.



A NEW ECONOMIC DIPLOMACY?

Sarah Tan

Geopolitics is back, and the likelihood of conict  nance is conducted in USD — and one consequence
between major powers is at the front and centre of of the US’ unilateral deployment of economic carrots
many businesses’ concerns in 2015. However, futuaad sticks will be to accelerate the move towards non-
political con ict may increasingly be fought throughdollar arrangemerttds is particularly so in Asia,
economic instruments instead of force. where China has the muscle and capacity to create its
own institutions, e.g. the New Development Bank and

ere is a growing unilateral use of economic )
9 9 the Asia Infrastructure Investment Bank.

instruments — both “carrots” (access to capital and
markets) and “sticks” (sanctibrsds a weapon to  If more countries are using unilateral economic
achieve political aims. For example, the US cut 0 sanctions to promote political objectives, how do we
Russian companies’ (e.g. Gazprom and Rosneft) avoid getting caught in the cross re if this happens
access to capital unless Moscow agreed to the terrhstween our major trading partnefs?

of the Minsk agreeméefRussia retaliated by sending

consumer-safety regulators to inspect more than 200

McDonald’s restaurants, forcing operations to close

temporarily.

1 Bremmer and Kupchan, “Top risks 2015,” Eurasia Group, 5 Jan 2015
PRI S . 2 Roberts, “Sweeping new US and EU sanctions target Russia’s banks and oil
As_, economic tit-for-tat becomes more common, it companies & Guardian, 12 Sep 2014
raises the risk that more governments may become McDonald and Corcoran, “McDonald's says Russia inspecting more than
H i i i H i 200 outlets,” Bloomberg Business, 20 Oct 2014
inclined to use sanctpns to ach|§ve foreign policy 4 Tremmer and Kapchan, “Top ricke 2015
goals and target speci ¢ economic sectors. As a resuliig.
companies, not governments, may bear the brunt of

future geopolitical tussles between states.

Governments targeted by sanctions will increasingly
see companies that comply with them as instruments
of foreign power. e US has extensive control over
markets through the dollar — 81% of global trade

PIVOTS UNDER THE RAD AR

Sarah Tan

Recently, it seems like everyone’s pivoting to Asia, Bat East in response to Russia’s courtship. Japanese
Russia’s “Look East” policy may be more substanti&thvestment in gas infrastructure and possible trade

than most. In response to sanctions and souring zones could lead to the Russian Far East emerging as a
relations with the EU and the US after annexing new node of global industrial activity. Combined with
Crimea, President Putin has launched a serious  Arctic ice melt, this could potentially speed up regional
economic charm o ensive eastwards, e.g. Moscowdevelopment along the Northern Sea Reftte.

30-year gas deal with Beijing may prove to be a game-

changer and provide China with a measure of energy

security. Moscow-Beijing cooperation may also lead

to changes in regional trade architecture, such as new

nancial structures, that exclude the'US.

1 Bremmer and Kupchan, “Top risks 2015,” Eurasia Group, 5 Jan 2015

. . Hille, “Russia: Dangers of isolation,” Financial Times, 9 Jan 2015
What other prOtS may be happenlng under the radarg Dettoni, “ e new Silk Road’s currency,” Nikkei Asian Review,

and what possible game-changers might we miss out 0@a24 bec 2014)
4 “Belgrade-Budapest rail link to facilitate Chinese imports,” 31 Dec 2014

China’s turn to Eurasia, for instance, could have a

signi cant impact on global trade ows. While Russia’s
economic fortunes in Eurasia wane with the continued
fallout from annexing Crimé&hina has stepped

in to o er Central Asia a new “Silk Road Economic
Belt,” which connects its inner provinces to Duisburg,
Germany, via Eurasia. e construction of the high-
speed Belgrade-Budapest rail link, and purchase of the
port of Piraeus, are also likely to accelerate Chinese
trade. Combined with future plans for the yuan

to become the currency of choice in Centraf Asia,
Chinese investment may speed up development of
central and eastern European states, and impact global
trade ows!

Another pivot is Japan's quiet investment in Russia’s
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THE PEOPLE’S REPUBLIC
OF CHANGE

Sarah Tan, Rebecca Lim and Zheng Minlu

China’s growing economic pains have raised questR@8OT NATION
about its prospects for sustained high growth, and China will have the most industrial robots in the

observers are jittery over the current slowdown. world by 2017.China is already the world’s largest

Recent developments, however, suggest OtherWISe[juyer of industrial robots. Despite the country’s very

From an ambitious policy to make China the world Tow robot density — only 30 robots per 10,000 workers

manufacturing superpowetr, to bold plans to nanceemployed in manufacturing compared to South

infrastructure connecting far-inland cities to the Korea's 437 and Japan's 323 — the numbers are

easter seaboard, the People's Republic of Chang%rngg%ted to double from today’s 200,000 to 428,000
be about to take 0 . by 2017 —F

“MADE IN CHINA 2025”

In May 2015, China launched “Made in China

2025", the rst of three 10-year action plans to
transform the country’s manufacturing sector. is
development comes at a time when China faces tougher
competition from a re-industrialising US and an India
gearing up to prise global production from its §rasp.
Refocusing on the manufacturing sector will also help
China, a latecomer to advanced manufacturing, catch
up with countries like Germany with its Industry

4.0, and meet the demands of an expanding domestic
middle class. By 2049, “Made in China 2025” aims to
produce a number of indigenous MNCs with market
and technical supremacy in elds like biomedical
science, robotics and aviation.
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THE NEXT CHINESECAPITAL WAVE main production hubfsforming trade networks that

cut transportation times, e.g. China to Europe from

China is emerging as the next investor to the world

its outward direct investment is growing steadily, an300 days by sea to 10 days or less overland. is could

it now holds the largest share of world investment fg%‘;g some heavy indusry to relocate from Europe
(25.8%)° Previous waves of Chinese investment '

ranged from resources to acquiring EU technologyIndia may also bene t from this. e country is

and intellectual property. Looser regulation in Chingositioning itself as the next Asian manufacturing
may see it become an even larger source of outwapbwerhouse, absorbing signi cant quantities of
investment in the decade ahead, funding the next Chinese capital to boost infrastructure spending in
round of global economic expans$ion. order to replicate the East Asian growth rifodel.

Asia is naturally well-placed to bene t from this Others speculate that the US is a more likely destination
capital wave through new international nance for the current wave of Chinese investment, given its
institutions spearheaded by Beijing, e.g. the New renewed appetite for nancing to repair its deteriorating
Development Bank, Asian Infrastructure Investmeninfrastructuré! Such an arrangement could lead to the
Bank (AlIB) and Silk Road Fund. e AlIB and Silk return of “Chimerica’ — a period of global imbalance
Road Fund will eventually provide US$140bn in  before the 2009 nancial crisis, where cheap Chinese
funding for infrastructure proje€tShinese nancing credit fuelled US consumption and growth. is is not

IS also likely to go into the construction of critical necessarily a bad outcome. If the US overcomes mistrust
infrastructure in Siberia, Central Asia, Myanmar anend reluctance to accept Chinese investments, it could
Pakistan. ese projects will also be connected by alead to a period of sustained growth in the US, and by
network of new railroads and motorways to China'sextension, the global economy.
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CHINA SGONE SHOPPING

Cash-rich China is buying up European brands and technology, with Chinese deals in Europe fising
from US$2bn in 2010 to US$18bn in 2014:

t $IJOFTF TPWFSFJHO XFBMUI GVOE $1JOB *OWFTUNFOU $PSQPS
ames Water's parent company, Kemble Water, for an undisclosed sum estimated at §S$780m.

t$1JO0B $04%0 B TUBUF PXOFE FOUFSQSJTF IBT CPVHIU gBSU P

t $1JOB /BUJPOBM $IFNJDBM $PSQPSBUJPO B TUBUF PXOHE DPO
an ltalian tyre maker, for US$7.7bn.

CHINA' STOURISM BOOM

1in 10 international tourists are already Chinese, and they are proli c spenders — 174 million Chinese
tourists are tipped to spend US$264 billion by 2019 compared with 109 million who spent US$164
billion in 2014** Mainland tourists mostly travel to Hong Kong and Macau, but more of them are
going further a eld to buy just about everything — from luxury items to daily necessities — in plages like
Japan and South Koféae number of Chinese travellers is expected to grow — only about 5% of
China’s 1.3 billion citizens hold passportmaking the potential for outbound tourism vast.

Total number of Chinese tourists Total spending (Chinese visitors) Where Chinese tourists are going

M 4 e L. France
— 2. ltaly
us, us . 3. UK
Ham $164bn $264bn 4. Germany
5. Switzerland
2014 2019 2014 2019
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ONE ROAD TO RULE THEM ALL

Under the “One Belt, One Road" initiative, China

is creating a modern Silk Road Economic Belt and o . e
a 21st Century Maritime Silk Road. e Belt and participating countries could reach US$2.5 trillion in

Road connect Asia, Europe and Africa, o ering huggfdec?_d_g'pﬁ the t|met (_)f writing (I\t/lay I2'01dS)’ the list
potential for economic development to the countrie§' Participating countries was not nalised.

involved. Over 50 countries have expressed interest
in this initiative, and President Xi has declared that
the annual trade volume between China and the

Moscow, Russia

Putting aside misgivings about China’s rising in uence
Rotterdam, Netherlands in.its backyard, Russia signed an agreement with China
e strategic position of the Netherlands asa hub in May 2015 to work together on the New Silk Road
to (—_:ntfer_the European market has long piqued initiative. is ties the development of Russia’s Eurasian
China's interest. e Netherlands has expressed great  gconomic Union with the New Silk Road project, and
enthusiasm in the Silk Road initiative, with Dutch can potentially extend the New Silk Road to include the

Prime Minister Mark Rutte concluding a second Chinese-funded Moscow-Kazan High Spe€d rail.
trip to China in March 201%,which included

meetings on deepening cooperation between the two
countries, e.g. inICT, electronics and agricufture.

Duisburg, Germany
President Xi Jinping issued a call in March 2014
for Germany to join China in developing the
New Silk Roa& Germany, faced with sluggish
domestic demand in Europe, may heed the call,
given the success of the Chongqing-Duisburg
railway that connects the two countries, and Istanbul, Turkey

with rail volumes between Europe and China Turkey has expressed its

growing apace. interest in the New Silk
Road initiative, and has Tehran, Iran

substantially increased China has welcomed Iran’s
its investment in railway desire to participate in the

construction in recent years, Silk Road Economic Belt
with China expected to back and Maritime Silk Road
more rail projects in futufe. initiatives, although it

remains to be seen what this
might look like?®

NEW SILK ROAD

China launched the New Silk Road in 2013 to
connect inland cities like Xi'an to neighbouring
countries and beyond to nal demand markets like
Rotterdam in the Netherlands.

FUTURE 13 TENSE

Almaty, Kazakhstan

e gateway for Beijing’s westward push, Kazakhstan
is a key partner in the New Silk Road initiative. In
March 2015, both countries signed 33 deals worth
US$23.6bn covering energy, and rail#ays.

Bishkek, Kyrgyzstan

Kyrgyzstan and China have pledged to strengthen
economic cooperation since 2@8na has also
welcomed Kyrgyzstan's application to join the AllB
as a founding memlgér.

Ashgabat, Turkmenistan

No o cial announcement of Turkmenistan’s
participation in the New Silk Road initiative has

been made thus far. Nevertheless, as China’s largest
gas supplier — accounting for almost 50% of gas
import$® — Turkmenistan is closely linked to

U i, Chi
China through what has been called a “gas road.” ruma! ha

China has designated the Xinjiang province as a
starting point to link and upgrade rail lines that

reach all the way to Europe, e.g. plans are underway
to extend China’s recently upgraded “Lan-Xin" rail
route from Xinjiang to Central Adfa.

Islamabad, Pakistan

In April 2015, China unveiled a US$46bn deal with
Pakistan to undertake energy and infrastructure
projects, part of a broader China-Pakistan Economic
Corridor initiative, which is an extension of the Silk
Road Economic Béf.

Dushanbe, Tajikistan

Tajikistan has fully embraced its participation
in the Silk Road Economic Belt — it has
committed to deepening economic ties with
China through a 5-year, US$3bn partnership
that will step up investment in infrastructure,
energy and mining.
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