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Abstract

This analysis examines the evolving dimensions of trade and (FDIs) between India, ASEAN and
Japan highlighting their significance in the Asia-Pacific region. Over the past two decades trade between
these regions has expanded significantly driven by economic reforms, regional agreements, and strategic
partnerships. India's "Act East" policy has enhanced trade with ASEAN, leading to increased FDIs in sectors
such as manufacturing, services and technology. Japan as a key investor in both India and ASEAN has
contributed to infrastructure development, technology transfer, and industrial growth. The study explores the
complementary and competitive aspects of these relationships, focusing on trade balance, investment flows,
and the impact of global economic shifts. It also addresses challenges such as trade barriers, regulatory
differences, and geopolitical tensions. By comparing these dynamics, the analysis provides insights into how
India, ASEAN and Japan can leverage their economic ties for mutual growth enhancing regional integration

and contributing to global economic stability.
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Introduction

The dynamics of global trade and investment have undergone significant transformation over the
past few decades with Asia emerging as a central hub of economic activity. Among the key players in this
region India and ASEAN (Association of Southeast Asian Nations) and Japan represent pivotal economic
entities whose trade and investment relationships are crucial for regional growth and stability. This
introduction aims to provide an overview of the changing dimensions of trade and Foreign Direct
Investments (FDI’s) between these three entities setting the stage for a comparative analysis that will
investigate into the complexities and opportunities of their economic engagements. Japan has been one of
the most influential economies in Asia, with a well-established trade network and a strong presence in
international markets. Its early post-war economic boom positioned it as a leader in technology,
manufacturing, and innovation. Japanese FDIs have played a crucial role in the industrialization and
modernization of several ASEAN countries contributing to infrastructure development, technology transfer,

and the creation of supply chains that integrate ASEAN economies with global markets.

TIJER2504177 TIJER — INTERNATIONAL RESEARCH JOURNAL www.tijer.org | a292



TIJER || ISSN 2349-9249 || © April 2025, Volume 12, Issue 4 || www.tijer.org
India-ASEAN Trade and FDI’s:

India became ASEAN Dialogue Partner in 1996 Preliminary ASEAN data showed that two-way
merchandise trade between ASEAN and India reached USD 77.0 billion in 2019, while total FDI inflows
from India amounted to USD 2.0 billion. This placed India as ASEAN’s sixth largest trading partner and
eight largest source of FDI among ASEAN Dialogue Partners. At the 2" ASEAN-India Summit in 2003 the
Leaders signed the ASEAN-India Framework Agreement on Comprehensive Economic Cooperation. The
Framework Agreement laid a sound basis for the establishment of an ASEAN-India Free Trade Area, which
includes FTA in goods, services and investment. The ASEAN-India Trade in Goods Agreement entered into
force on 1% January 2010. The signing of the AITIGA on 13" August 2009 in Bangkok paved the way for
the creation of one of the world’s largest free trade areas with more than 1.9 billion people and a combined
GDP of US$ 5.36 trillion. The ASEAN-India Trade in Services Agreement was signed by all Parties on 13"
November 2014 and had entered into force on 1% July 2015. As of date, the Agreement has been ratified by
all Parties. Meanwhile, the ASEAN-India Investment Agreement was signed by all Parties on 12%
November 2014. The Agreement entered into force on 1% July 2015. To date, it has been ratified by all

Parties, except Cambodia.
Japan-ASEAN Trade and FDI’s:

Japan’s formal relationship with ASEAN was first established in 1977 as among the first ASEAN’s
Dialogue Partners. According to preliminary ASEAN data, total merchandise trade between ASEAN and
Japan reached USD 225.9 billion in 2019, accounting for 8.0 per cent of ASEAN’s total merchandise trade,
while total Foreign Direct Investment (FDI) inflows from Japan amounted to USD 20.4 billion, accounting
for 12.7 per cent of total FDI inflows to ASEAN. The Framework for Comprehensive Economic Partnership
between ASEAN and Japan was signed by leaders at the ASEAN-Japan Summit on 8" October 2003 in
Bali, Indonesia, and was aimed at establishing a Comprehensive Economic Partnership agreement between
ASEAN and japan. The Agreement on Comprehensive Economic Partnership among Japan and Member
States of the Association of Southeast Asian Nations was concluded in November 2007 in Manila and
signing was completed ad-referendum by 14" April 2008. It entered into force, depending on the Party,
between 1 December 2008 and 1% July 2010. In order to incorporate these chapters, all Parties signed the
First Protocol to amend the Agreement between 27 February and 24" April 2019. The First Protocol entered
into force on 1% August 2020 among Japan, Lao PDR, Myanmar, Singapore, Thailand and Viet Nam and on
1%t October 2020 for Brunei.

Trade Relations between ASEAN, India and Japan:

In terms of FDI, Japan has been a significant investor in India, focusing on sectors like automobiles,
electronics, and infrastructure. Japanese investments have often been technology-driven, with a strong
emphasis on joint ventures and partnerships. Conversely, FDI inflows from ASEAN to India have been
more diversified, encompassing sectors such as services, telecommunications, and manufacturing. However,

the comparative analysis reveals key differences in the nature and scale of trade and FDI between India-
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ASEAN and India-Japan. While India’s trade with ASEAN has grown rapidly, it remains heavily

concentrated in a few sectors, indicating a lack of diversification. On the other hand, Japan's trade and FDI
in India are characterized by high technology and capital-intensive sectors, but the overall scale is smaller
compared to ASEAN. The import value for chemicals and metals from Japan increased since Financial Year
2022 because of the global rise in commodity prices due to geopolitical tensions. This led to an increase in
the trade deficit at a CAGR of 18 per cent between Financial Year 2021 and Financial Year 2024. On the
other hand, India’s share stood at less than 1 per cent of Japan’s total imports and 2 per cent of exports.
Bilateral agreements between India and Japan benefit India by enhancing trade infrastructure development
and funding. Key partnerships include infrastructure projects industrial corridors and cooperation in
essential areas such as semiconductors, space exploration and digital technologies, these agreements also

promote start-ups and skill development.
ASEAN Countries Foreign Direct Investment:
Brunei:

According to the Department of Economic Planning and Development FDI flows for Brunei
Darussalam recorded a positive inflow in quarter3 2023 increasing from BND 420.6 million in quarter2
2023 to BND 84.3 million with equity amounting to BND 115.3 million and debt instrument at BND 31.0
million. The mining and quarrying sector receives the largest share of FDI. Foreign Direct Investment in
Brunei increased by 34.50 BND Million in 2024, marking the first rise in three years. Foreign Direct
Investment in Brunei averaged 406.22 BND Million from 2012 until 2024 reaching an all-time high of
1080.80 BND Million in 2012 and a record low of 403.20 BND Million.

Cambodia:

Six ASEAN countries feature among the top ten countries with the strongest FDI momentum for
2024 with Cambodia leading the way. Despite strong competition from its Southeast Asian neighbours, the
country’s GDP is expected to grow by 6.1 per cent next year by a strong manufacturing base and recovery in
services following the Covid-19 pandemic. Cambodia has experienced rapid economic growth over the last
two decades, with gross domestic product GDP growing around seven per cent per year until the COVID-19

pandemic.
Indonesia:

Indonesia experienced a 13.7 per cent increase in FDI in 2023 for a total of USD 48.4 billions a
figure that excludes investment in financial services and oil and gas activities. Contributing to this growth
has been a post-pandemic surge in FDI into various sectors of the economy particularly in base metals. This
can be seen most notably in nickel processing industries which received USD 11.8 billion in FDI in 2023

amounting to the highest total for all non-financial and oil and gas industries.

TIJER2504177 TIJER — INTERNATIONAL RESEARCH JOURNAL www.tijer.org | a294



TIJER || ISSN 2349-9249 || © April 2025, Volume 12, Issue 4 || www.tijer.org

Laos:

Laos Foreign Direct Investment FDI increased by 176.1 USD million in Sep 2024 compared with an
increase of 318.2 USD million in the previous quarter. The statistics reached an all-time high of 829.3 USD
million in September 2023 and a record low of 13.6 USD million in Jun 2002. Foreign Direct Investment
(FDI) is a category of cross-border investment in which an investor resident in one economy establishes a
lasting interest in and retains a significant degree of influence over an enterprise resident in another

economy.
Malaysia:

Foreign Direct Investment (FDI) in Malaysia recorded a higher net inflow of RM51.5 billion in
2024 up from RM38.6 billion in the preceding year. In terms of position, FDI stood at RM995.5 billion as at
the end of 2024. Meanwhile foreign companies operating in Malaysia generated a total income of RM99.8
billion an increase from RM88.4 billion in 2023. The Services sector was the main contributor to FDI flows
in 2024 attracting a net inflow of RM39.4 billion followed by manufacturing sector with RM9.1 billion and
Mining & quarrying RM5.3 billion.

Myanmar:

Foreign Direct Investment in Myanmar increased by 639.91 USD Million in the fourth quarter of
2024. Foreign Direct Investment in Myanmar averaged 1115.37 USD Million from 2012 until 2024 reaching
an all-time high of 4565.46 USD Million in the first quarter of 2016 and a record low of 13.60 USD Million
in the second quarter of 2023.

Philippines:

Foreign direct investments into the Philippines inched up by 0.1 per cent to reach 8.93 billion dollars
in 2024 breaking a two year streak of annual declines but narrowly missing the Bangko Sentral Pilipinas
(BSP) 9 billion dollars target for the year. Despite the modest full-year growth December inflows
plummeted 85.1 per cent to 110 million dollars from 743 million dollars in the same month a year. for the
year 2023 investments in debt instruments slipped by 4.7 per cent to 6.23 billion dollars from 6.53 billion
dollars.

Singapore:

According to UNCTAD's 2024 FDI inflows to Singapore reached a record-high USD 159.6 billion in
2023 up from USD 141.1 billion one year earlier 13.1 per cent making the country the third largest FDI
recipient worldwide after the U.S. and China. At the end of the same period the total stock of FDI stood at
USD 2.63 trillion. In the fiscal year 2023-24 Singapore emerged as the largest source of foreign direct
investment into India despite a 31.55 per cent drop in inflows to 11.77 billion dollars. The total FDI which
includes equity inflows reinvested earnings and other capital equity inflows into India fell to 44.42 billion

dollars in 2023-24 3.49 per cent decrease from 46.03 billion dollars in the previous year.
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Thailand:

The Thailand Board of Investment (BOI) reported a 35 per cent increase in investment applications
in 2024 reaching a 10 year high of USD 33 billion. This surge was led by significant foreign direct
investment in cloud services, semiconductor, and advanced electronics manufacturing. The BOI expects the
trend to continue in 2025 especially with the setup of Thailand’s Semiconductor Board. FDI applications
rose by 25 per cent in 2024 with Singapore, China, and Hong Kong being the top sources.

Vietnam:

Vietnam's Foreign Direct Investment disbursement for 2024 reached an all-time high totalling more
than USD 25.3 billion up 9.4 per cent from 2023. Among the disbursed capital the processing and
manufacturing sector accounted for USD 20.6 billion or 81.4 per cent of the total FDI. The real estate sector
followed with USD 1.8 billion or 7.2 per cent while the production and distribution of electricity, gas, hot

water, steam and air conditioning contributed USD1.07 billion or 4.2 per cent of the total FDI.
Conclusion:

The analysis of trade and Foreign Direct Investment (FDI) dimensions between India, ASEAN, and
Japan holds significant relevance for society in several ways. By examining these economic interactions, we
gain insights into how different countries and regions leverage trade policies and investment flows to drive
economic growth. Understanding the dynamics between India, ASEAN, and Japan helps identify patterns
and trends that can guide policymakers in formulating strategies to enhance economic cooperation and
address challenges. For instance, examining these relationships can highlight opportunities for increasing
trade volumes, improving investment climate, and fostering regional integration. Overall, the proposed study
can contribute to more informed economic policies and business strategies, promoting sustainable economic

development and strengthening international economic ties.
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