PARTING SHOT

Be prepared for tectonic shifts.
By Jagdish Sheth

H

eralded as the next big economic partnership, the Trans-Pacific Partnership (TPP)

received a setback when U.S. President Donald Trump withdrew from the pact on his very
first day of assuming office. The withdrawal indicated an underlying current of changing
global trends, and the American agenda of shifting focus from building trade relations to
creating a gateway for foreign investments.
The TPP, a trade agreement between 12 countries that border the Pacific Ocean and
represent roughly 40 percent of the world’s economic output, was aimed at lowering
non-tariff and tariff barriers to trade among the member nations. A collaboration among
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five Asian nations, three South American countries, Australia, New Zealand, the
United States and Canada, the objective of the pact was to stimulate economic growth
among the participating nations through greater productivity, increased employment and
opportunities for innovation.
With the U.S. withdrawal from the trade agreement, it seems unlikely that the agreement
can and will continue to operate as planned. Vietnam, for instance, is likely to be
negatively affected by the exit of the U.S. from the TPP, but it is noteworthy that, like
most of the other TPP member countries, it still has strong bilateral ties with the
United States—thus providing the U.S. with greater bargaining power over exports from
these countries than might exist in a multilateral agreement.

Trumpanomics
So what happened? The 2016 presidential campaign in the U.S. touted the perception
that international trade was a double-edged sword. Though expanded trade had
tremendously helped in increasing the supply of goods and services at significantly lower
cost to consumers, it had simultaneously affected wages and led to growth in financial
inequality. In the U.S., globalisation had contributed to wage stagnation, even though
it had brought about a huge surge in productivity over the last few decades. This had led
to a brewing dissatisfaction among the working class in the country and fuelled a rise in
protectionist attitudes.
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state-owned enterprises); this will result
in globalisation of industries where
Chinese enterprises will be major
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Singapore’s strategic advantage
Amidst this scenario, Singapore sits strategically in the right place, ready to capitalise

Asia: The new
battleground?

on its competitive advantage in Asia. Singapore has advantages over its peers in that

I foresee a change in world geopolitics

it is a city nation that is fairly neutral. I call Singapore the ‘Vienna of Asia’. Like Vienna

whereby Asia will become the new

during the Cold War, Singapore could potentially become a city to host negotiations

economic, political and military

and provide a platform for track two diplomacy.

battleground. The country (Russia) that

Singapore also has several other advantages including strong intellectual property

has been an enemy in the Cold War

(IP) rights, low tax rates and good governance. The island state is already the Asian

with the U.S. for many years will

hub for private equity but so far it has been focused on investments in Asia, notably

become its friend, and the U.S. will

China, India and the ASEAN countries. As the flow of capital from East to West

accept this friendship. The U.S. is very

increases, Singapore has the potential of being the investment gateway for Asian

likely to move out of West Asia and

enterprises investing in the U.S., Canada and Mexico. In order to take advantage of

the Arab countries and shift its attention

these opportunities, Singapore will first need to reposition itself from being a
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trading capital to an investment gateway looking out to the West.

America’s major competitor both
economically and, of course, militarily.
However, despite its current and
potential economic growth, the brittleness

City State
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Asia

the radical changes taking place in the

Singapore

economic and military power, will
most likely push Asia towards a global
tension point; and experts will be
closely watching how the U.S.-China
relationship develops.

Asian Hub
for Private
Equity

Low Tax
Rate
Good
Governance

Change is imminent. The global
economic playing field is witnessing a
radical shift—what I call a tectonic shift—
from being western-centric to Asiacentric. While opportunities exist, it
will be interesting to see how changes in
the way global business is conducted

Strong governance and ease of doing business have also made Singapore an

impact not just economies, but even

attractive spot for Asian companies to set up regional offices. The city-state is therefore

political and military regimes across

in a strong position to facilitate yet another reverse trend of attracting American

the world. No doubt, there will be

investment into Asian conglomerates. Finally, the country has extensive infrastructure

winners and losers.

experience, from its landfill projects to ports and even botanical gardens. Its expertise in
running massive infrastructure projects is well known and emulated throughout the
world. So Singapore has the potential to bid for large infrastructure projects in the
U.S., leveraging on its expertise.

Like Vienna during the Cold War, Singapore could
potentially become a city to host negotiations and
provide a platform for track two diplomacy.
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