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   In the wake of the 2008 global financial breakdown, the
continued high levels of growth in China and Asia more
generally were touted as a key driver that would boost
world capitalism as a whole. Seven years on, the marked
slowdown in the Chinese economy is reverberating
around the world, nowhere more so than in Asia where
growth rates and exports are falling, and currencies in
countries such as Malaysia and Indonesia have hit their
lowest levels since the 1997–98 Asian financial crisis.
   IMF Managing Director Christine Lagarde warned last
week that her organisation was revising figures for global
growth downwards, including in Asia, despite the
expectation that the region would lead a recovery.
Speaking at the University of Indonesia, she said that the
economic pace in Asia “is turning out a bit slower than
expected—with the risk that it may even slow further given
the recent spike in global risk aversion and in financial
market volatility.”
   Further evidence of the economic downturn in China
emerged yesterday with the National Bureau of Statistics
revising its figure for GDP growth in 2014 from 7.4
percent down to 7.3 percent—the lowest since 1990. The
economy slowed even further in the first two quarters of
this year—to 7.0 percent in line with official estimates.
Many analysts, however, regard the official figures as
overstated. Oxford Economics, for instance, estimates that
Chinese growth at around 4 percent.
   The slowdown in China is a product of the broader
breakdown of the global economy. The frenetic levels of
growth in China were an expression of the decay of world
capitalism—the declining rate of profit in the advanced
economies and the growth of financialisation and parasitic
speculation rather than production. Investment flooded
into China transforming it into a huge cheap labour
platform and boosting demand for commodities, parts and
capital goods from Asia and around the world.
   The Chinese regime only maintained high levels of
growth following the 2008 global economic crisis with a
massive injection of cheap credit and stimulus measures,
which only fuelled frenzied speculation in property and

shares that is now unravelling. Stagnation in Europe and
Japan and slow levels of growth in the US translate into
falling Chinese exports and manufacturing activity and
consequently slowing demand for imports from the rest of
the world.
   Adam Slater, an economist at Oxford Economics, told
the Financial Times last week: “This slowdown means a
major prop for world growth has been knocked away,
especially as emerging markets comprise a bigger share of
the world economy than they did 15 years ago.” He
suggested that if Chinese growth was 4 percent then the
overall growth figure for emerging markets in Asia and
internationally could end up below 2 percent for 2015.
   An Asian Development Bank update in July cut its
growth forecast for developing Asia—which is higher than
across global emerging economies—from 6.3 to 6.1
percent. For South East Asia, the figure fell from 4.9 to
4.3 percent, weighed down by lower than expected
outcomes in Indonesia, Singapore and Thailand.
   All of the Asian economies, including developed
economies such as Japan and South Korea, are heavily
dependent on China. For most, it is their largest trading
partner. The present web of economic relations centred on
China emerged in the wake of the 1997–98 Asian
financial crisis. The Asian “tigers,” which had exported
directly to the US and other advanced economies, were
integrated as suppliers for Chinese manufacturing. The
proportion of exports from the rest of Asia to China has
jumped from about 8 percent two decades ago to 13
percent. In the case of Indonesia and Malaysia, the figure
has more than trebled. For Japan it shot up from 5 percent
to 18 percent.
   The slowing global economy was reflected in the largest
contraction in world trade since the 2008 global financial
crisis for the first six months of this year—down 1.5
percent in the first quarter and 0.5 percent in the second
quarter—according to the Netherlands Bureau for
Economic Policy Analysis. Commodity exporters have
been further hit by plunging commodity prices. The
impact of declining exports has been compounded by

© World Socialist Web Site



growing uncertainty and turmoil in financial markets.
   These economic processes are sharply reflected across
Asia, as indicated in the region’s largest economies.
   South Korea: Economic growth in the second quarter
was just 2.2 percent. The country’s exports plunged by
14.7 percent last month, year-on-year, the biggest fall
since the 2009, and eighth successive monthly decline.
HSBC analyst Frederic Neumann told the Economist that
the August fall was “pretty serious” as South Korea had
“long been a reliable bellwether” for global trade.
   Japan: The latest figures released yesterday showed
that the Japanese economy, the world’s third largest,
contracted in the second quarter by an annualised 1.2
percent with predictions that it will do the same in the
third quarter. Exports to China, Japan’s largest export
market, fell by 10.8 percent from January to June.
Business investment fell by 3.6 percent in the second
quarter.
   India: The economy expanded by 7 percent in the
second quarter, fuelled not by exports or investment, but a
growth in consumer spending. Many analysts, however,
question the official figures. Crisil, a Mumbai-based
ratings firm, forecast that private investment in 22 large
industries will fall by 8 percent for the year ending next
March.
   Australia: The latest official data revealed growth of
just 0.2 percent in the second quarter, reflecting falling
investment and exports. With coal and iron ore prices and
volumes continuing to drop, the current account deficit
blew out by 41 percent to $19 billion from $13.5 billion in
the previous quarter. The Australian dollar is continuing
to fall against the US dollar, reflecting the economy’s
dependence on commodity exports.
   Indonesia: The largest South East Asian economy grew
by just 4.7 percent in the second quarter, the slowest pace
in six years. Exports declined with falling commodity
exports to China. The value of the rupiah has hit its lowest
level in 17 years amid fears about the country’s low level
of foreign reserves. The Jakarta Composite Index has
fallen 13 percent since its April high, another indicator of
investor concern.
   South East Asia: Other countries are also being hit by
falling exports leading to falling growth rates. Malaysia
grew by just 4.9 percent in the second quarter with
exports down by 3.7 percent, year-on-year, with falling
demand from China for crude oil and palm oil. The ringgit
is at its lowest level since 1997. Thailand expanded by
2.8 percent in the second quarter, propped up by a
continuing influx of tourists. Singapore ’s economy

contracted sharply by 4 percent.
   The bleak picture across the region is being
compounded by fears of a capital outflow should the US
Federal Reserve begin to lift interest rates, as took place
during the so-called “taper tantrum” in 2013. Far from
leading growth in the global economy, questions are now
being raised, prompted in particular by Indonesian and
Malaysian currency volatility, about the prospect of a re-
run of the 1997-98 Asian financial crisis.
   The Economist last month went to some lengths to insist
that Asian governments had learned from the previous
crisis and their economies were in a stronger position.
Nevertheless, the comment did warn: “The worry, though,
is that governments have equipped themselves well to
fight the last war. A panic-driven crisis may not loom, but
emerging-market currencies the world over have taken
hits from low commodity prices, China’s slowdown and
an impending American interest-rate hike.”
   Commenting last week in the Financial Times, Fidelity
Worldwide Investment analyst Dominic Rossi was more
pessimistic, foreshadowing a third deflationary wave—an
emerging markets crisis—since the 2008 global financial
crisis. “This emerging markets crisis bears many of the
hallmarks of previous episodes. All emerging market
crises start in the foreign exchange markets before making
their way through others: commodities, debt, equity and
finally the real economy. This one is no different,” he
wrote.
   The remarks underscore the ongoing and worsening
breakdown of capitalism since 2008. What is emerging in
Asia is a crisis on a scale that will dwarf the economic
and political turmoil of 1997–98 and for which there is no
China waiting in the wings to pull the region out of the
recessionary tendencies in world economy.
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