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A BALANCE BETWEEN SURVIVAL & RECOVERY  
 
From the desk of the President & CEO – SAIAC, Pvt. Ltd 
| THE “SHOT OF HOPE” & the “MIDDLE - LOW INCOME TRAP” 

 
The global economic growth, by far, posted a 
contraction due to the adverse impact of COVID-
19. The pandemic had an unprecedented and 
prolonged impact on global growth as well as 
people’s welfare. By far, the significant change in 
our assumption about the pandemic is that it is 
longer than most predictions. The silver lining of 
the current progress, we see that most countries 
that have relaxed their lockdowns are improving 

in several fronts. This means that both retail and manufacturing industries can quickly rebound after 
the lockdown. In this case, the global stimulus had a significant impact on the short-term recovery. 
Mind you, we just said “short-term” recovery. As for the long term, we need to be cognisant on the 
following trends, which have begun to show some improvements, those are: 
 

i. Spending indices on several retail, hotel, and FMCG products have passed their rock bottom, 
ii. People have started traveling, as indicated by higher hotel and resort booking numbers, 

iii. Lower impact from the lockdown, as the government has been less strict on the 
implementation, unlike in 1H20, and, 

iv. Some lagging government stimulus impact on consumption might have kicked-in as of 4Q20. 
 
The above is true globally, including Indonesia, with 
varying degrees and stages of recoveries. A long-term 
approach will draw us to the core infrastructure 
development, including strategic restructuring of 
government fiscal, monetary policies, provincial 
regulations, and the openness to balance domestic 
and global trading disparities. A long-term 
mechanism would now very much include the 
aspects of public health and environment 
sustainability. Without dispute, the global economic 
recovery is on its way, many countries have started 
the vaccine rollouts, nonetheless, the risks still linger 
on the outlook such as (i) The recovery speed will 
vary among countries due to imbalances in 
vaccination pace. (ii) Policy responses will differ 
among countries, depending on their recovery pace. 
This situation needs global coordination to avoid downturn cycles post-pandemic. It is also important 
to note several downside risks that are recently brewing in the financial market.   
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“Driving a recovery agenda is the onus of most 
governments, in some cases, it is not a recovery agenda, but 

an agenda to escape the middle-low income trap agenda. 
Shanti Shamdasani – President SAIAC 
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In 2020, the world output contracted by 4.3%, three times to that of the 2009 global financial crisis.  
In 2021, things are looking hopeful with 4.7%, as we know, the pandemic hit the developed economies 
the hardest. East Asia registered positive, albeit low GDP growth in 2020. In contrast. Latin America 
and the Caribbean and South Asia experienced the sharpest decline in output (figure 1). 
 
The future challenges reman the speed of recovery and the progress on the SDGs, which will reflect 
the political commitments of countries to ensure that the crisis response builds resilience against 
future economic, social, and climatic shocks. 
  

| INDONESIA – STRUCTURAL RE-DIRECTIONS 
 
Recoveries globally are internally focused, many governments put three agenda on the top, they are 
(i) ensuring public health agenda, (ii) putting up measures to attract FDI, (iii) driving reform agenda to 
build competitive edges, this includes human skills, e-commerce, and digital transformation. 
 
As for Indonesia, the government still 
focuses on rebalancing spending 
between fiscal stimulus and 
continued structural reform. The 
budget allocated for the National 
Economic Recovery (PEN) Program 
for this year has been increased 
multiple times and is now at IDR 
688tn. The amount is only slightly 
below the allocated IDR 695tn in 
2020, which clearly underlines the 
necessity to keep cushioning 
consumers and businesses in their 
transition from contraction to 
recovery. The additional PEN 
Program may be financed partly from 
last year’s excess budget and some possible reallocations from other posts. There may be a refocusing 
or reprioritizing from other programs, including from infrastructure, which was initially slated for 
acceleration this year. Nonetheless, the non-physical reform is well on track, with the government 
recently announcing that 49 implementing regulations of the omnibus law have been promulgated. 
This creates more certainty in business regulation, which, along with the establishment of the 
Indonesia Investment Agency (INA) and the brighter prospect of capital inflows, should be positive for 
investment prospects ahead.  
 
We may see that the sectoral recovery will gradually improve following the spending behaviour.  
 

- The first stage, which is approximately found in early years 2021, is recovery in basic needs 
related sectors such as, food and drink, and FMCG (fast moving consumer goods), followed by 
the transportation and logistics that relate to these basic needs.  

- The second stage is recovery in durable goods sector, followed by the increase of automotive 
(i.e., car and motorcycle). We presume that vaccination program is succeeded, and its efficacy 
is high, which will improve consumer confidence useful to stimulate spending. We expect this 
recovery acceleration occurs in the second half of 2020.  

- The last stage is recovery in airline, tourism and property sectors which need high consumer 
confidence to speed up. In addition, commodity sector is key to recover in 2021 particularly 
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in commodity-based regions such as, Sumatera and Kalimantan, as the commodity prices are 
relatively high in 2021.  

 
Other macroeconomic 
variables are relatively 
stable and conducive for 
economic recovery. The 
inflation rate reached a 
record-low in 2020 as 
domestic demand declined. 
Higher commodity prices 
due to improved demand 
during the global recovery 
have hiked input prices. 
Since Nov-2020, 

Indonesia’s wholesale price index inflation has been above the consumer price index inflation, 
indicating a risk of cost-push inflation We expect the inflation to edge higher to 2.92% by year-end. 
Expectation of demand recovery may also push imports to accelerate, which may cause the trade 
surplus to narrow and the current account deficit (CAD) to widen. However, a brighter prospect of 
capital flows should lead to a larger surplus of the balance of payment (BoP) this year and will support 
the rupiah to strengthen. On this backdrop, we think Bank Indonesia (BI) will still maintain a low 
interest rate for longer to support economic recovery. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

| GLOBAL DEVELOPMENT OUTLOOK 
 

Developed Asia (Japan, Australia, and New Zealand) experienced an unprecedented plunge in the 
level of its economic activities in 2020, especially in the second quarter. In Japan, despite the roll-out 
of an unprecedented stimulus package, including income transfers and employment subsidies, real 
GDP collapsed in the second quarter. The third-quarter rebound was weak as households remained 
cautious; and residential and corporate investments stayed subdued despite easing financing 
conditions. The unemployment rate gradually rose to 3.0 per cent in September from 2.4 per cent in 
January. The fragile employment situation reflects weak prospects for corporate profits and wage 
growth; and domestic demand growth is projected to be mild. While the countries of developed Asia 
could afford the unprecedented fiscal stimulus packages, it is the revival of their external demand — 
particularly from developing East Asia and notably from China — that will make recovery solid and 
sustainable. East Asia is integrated in global supply chains with Japan; is Australia’s largest commodity 
export destination, and an important market for New Zealand’s tourism sector. 
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In the United States, the economy came to a standstill in mid-March owing to lockdown measures 
taken to combat the Covid19 pandemic; and the unemployment rate jumped to 14.7% in April from 
3.5% in February. The Government, supported by the Federal Reserve, promptly responded with 
unprecedented stimulus packages, whose cumulative size totalled 12 per cent of GDP by the end of 
October, expanding income transfers to households and providing emergency loans to businesses. 
During the third quarter of 2020, the economy rebounded as lockdown measures were relaxed, with 
the consumption of goods and residential investments exceeded the pre-crisis level, and 
unemployment subsiding. However, the mid-year rebound fell short of the pre-crisis levels of both 
consumption of services and corporate investments. The fragile recovery could easily be reversed if 
fiscal support measures, including income transfers and loan guarantees, remain inadequate. 
Following a 3.9 per cent contraction in 2020, the United States economy is forecast to grow by 3.4 per 
cent in 2021 and 2.7 per cent in 2020. 
 

Europe – has been experiencing an economic crisis of historic proportions as a consequence of the 
pandemic. Many countries implemented widespread and rigorous lockdown measures in 2020 in 
order to contain the spread of the pandemic. This led to a virtual standstill in large parts of the 
economy. Businesses—especially small businesses with fewer financial reserves—were thrown into a 
liquidity crisis. After a respite during the summer and signs of economic revival, many countries, 
including France, Germany, Italy and the United Kingdom, reintroduced various lockdown measures 
in the fourth quarter In response to the crisis, the countries enacted significant fiscal policy measures, 
including, among others, wage support schemes, liquidity assistance and tax deferrals, with the size 
of those measures depending on the individual country’s fiscal position. 
 

In addition, the European Union has activated the escape clause of the Stability and Growth Pact (SGP), 
which normally limits national fiscal deficits and public debt, loosened State-aid rules, and agreed for 
the first time on joint debt issuance to finance a €750 billion recovery plan. In March 2020, the 
European Central Bank (ECB) initiated a pandemic emergency purchase programme (PEPP) that 
subsequently reached a total volume of 1,850 billion euros. Following an estimated economic 
contraction of 7.8 per cent in 2020 (for EU-27), Europe is projected to return to positive growth of 5.2 
per cent in 2021 and 2.6 per cent in 2022. 
 

South-Eastern Europe – The crisis had led to an increase in unemployment from already high levels. 
The fallout of the pandemic in the European Union, the main destination for the region’s exports and 
a source of investments and remittances, has depressed external demand and reduced incomes, while 
supply chain disruptions have dampened manufacturing production. The effects have varied across 
the region, depending on policy space and the level of dependency on tourism. The aggregate GDP of 
South-Eastern Europe is expected to have declined by 3.8 per cent in 2020. The region is projected to 
see a moderate recovery with growth of 4 per cent in 2021 and 3.1 per cent in 2022. 
 

Africa - has experienced an unprecedented economic downturn with major adverse impacts on the 
region’s long-term development prospects. Domestic lockdowns required to control the pandemic, 
lower external demand, the collapse of tourism and lower remittances have caused severe economic 
disruptions. Although many Governments in Africa have taken quick action to counter the spread of 
the pandemic, most are severely hampered by a lack of the resources needed to support health 
systems, protect vulnerable population groups, and support the recovery. Given its magnitude and 
unequal effects across population groups, the current crisis is causing a rise in unemployment, poverty 
and inequality, which threatens to wipe out the development gains of recent decades. In addition, 
more difficult financing conditions and rising public debt are exposing many African countries to debt 
distress. The continent is forecast to see a modest recovery in 2021, but this depends on the relaxation 
of lockdown constraints and an improvement in international trade and commodity markets. After a 
contraction of 3.4 per cent in 2020 — the first in 27 years and the largest on record — Africa is 
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projected to achieve a modest recovery, with regional GDP expanding by 3.4 per cent in 2021 and 3.6 
per cent in 2022. 
 

East Asia - saw a sharp deceleration in economic growth in 2020, with the region recording the 
weakest expansion since the Asian financial crisis. Measures designed to contain domestic outbreaks, 
including widespread restrictions on mobility and enforced business closures, significantly curtailed 
household spending and investment activities. Early lockdown measures managed to quickly contain 
the spread of COVID-19 in China, which paved the way for a relatively quick economic recovery starting 
from the second quarter of 2020 — China is only major economy in the world that registered positive 
growth in 2020. The region’s investment prospects have been further dampened by heightened 
uncertainties and risk aversion. Large policy stimulus measures, including infrastructure investment in 
China, helped to offset some of these negative effects by providing support to domestic demand. 
However, considerable negative fallout also came from the external front, with export volumes 
contracting owing to supply chain disruptions and weakened global economic activities. In many parts 
of the region, the pandemic has caused significant setbacks to social and economic development, with 
a disproportionate impact on the vulnerable segments of society. The region will see a recovery in 
2021, but this will be from a low base and with great uncertainty stemming from the potential for 
renewed lockdown measures. After growing by an, estimated 1 per cent in 2020, East Asia’s GDP is 
projected to expand by 6.4 per cent in 2021 and 5.2 per cent in 2022. 
 

South Asia – The pandemic and the global economic crisis have left deep marks on South Asia, turning 
this former growth champion into the worst performing region in 2020. All economies in the region 
have been hit by the crisis, whose impact has been amplified and accelerated by existing 
vulnerabilities. These vulnerabilities were aggravated by the already weak progress on achieving the 
SDGs and, notably, by the weakness of the region’s public health infrastructure, with low levels of 
public health expenditure and few physicians, nurses, midwives and hospital beds per capita. At the 
same time, poorly organized labour markets and the absence of a reliable social safety net have 
prevented Governments from implementing the effective restrictions needed to contain the spread 
of the pandemic, while fiscal constraints and limited economic diversification restricted Governments’ 
manoeuvring space. As a result, the crisis has devastated livelihoods across the region, reversing many 
years of progress on achieving the SDGs. GDP per capita fell by nearly 10 per cent in 2020, while 
poverty is rising sharply, and existing inequalities are widening. Women, children, slum dwellers, 
migrant workers and the elderly have been hit hardest by the crisis. South Asia’s aggregate GDP is 
estimated to have contracted by 8.6 per cent in 2020; growth in the region is forecast to rebound to 
6.9 per cent in 2021, before moderating to 5.3 per cent in 2022. 
 

Western Asia - The pandemic and the subsequent mitigation measures weighed heavily on economic 
activities across the region. The pandemic’s impact was felt most acutely in the region’s high-
performing tourism sector, negatively affecting accommodation, transport, and wholesale and retail 
trade services. At the same time, weak energy market conditions stifled revenues for commodity 
exporters, putting additional constraints on fiscal policy options. Economic recovery in the region will 
depend on global energy demand, international tourism, and the extent of the recovery of domestic 
demand on the back of fiscal support measures. On average, Western Asia’s GDP is estimated to have 
contracted by 4.8 per cent in 2020. A slow recovery with growth of 3.8 per cent is expected in 2021, 
followed by 3.4 per cent growth in 2022. 
 

Latin America & the Caribbean - COVID-19 pandemic has ravaged countries in Latin America and 
the Caribbean, exacting a heavy human toll and causing an economic contraction of historic 
proportions. Prolonged national lockdowns, weaker merchandise exports and a collapse in tourism 
undermined economic activities at a time when many countries were already struggling with severe 
economic, social, and political difficulties. Massive job and income losses have pushed millions of 
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people into poverty, wiping out all progress made over the past 15 years. The crisis has caused further 
setbacks to the achievement of the SDGs by exacerbating deep-rooted structural inequalities, for 
example, between formal and informal workers, and between women and men. Monetary and fiscal 
support measures have provided a lifeline to households and businesses. Although many countries 
entered the pandemic with sizeable fiscal deficits and high public debt levels, Governments have 
deployed considerable resources to combat the health and economic crisis. Continued fiscal support 
remains critical to buttress economic recovery and reduce the long-term damage from the crisis. 
However, the region’s recovery will likely remain uneven and fragile, with significant political risks and 
the possibility of a debt crisis looming in several countries. After an 8 per cent contraction in 2020, 
regional GDP is forecast to grow by 3.8 per cent in 2021 and 2.6 per cent in 2022. 
 

| SOUTHEAST ASIA – Attracting & Failing Suitors 
 

 MALAYSIA – the race for Electric Vehicles - Malaysia appears to be falling behind its regional 
counterparts in the electric vehicle (EV) race when compared to Thailand, Indonesia and 
Singapore. According to Maybank IB Research, "Thailand, Indonesia and Singapore are at the 
forefront, charging ahead with various incentives or taxes. Conversely, Malaysia and the 
Philippines appear to be trailing its regional peers in adopting the EV potential. Much of their 
focus is still internal combustion engine (ICE)-driven".  The research arm also gathered that 
Thailand aims to make the country the EV hub for ASEAN by 2025 and has set a target to 
produce 250,000 EVs, 3,000 electric public buses and 53,000 electric motorcycles by then. 
Indonesia targets a minimum of 20% of its vehicles to be electric by 2025. Meanwhile, 
Singapore aims to phase out ICE vehicles by 2040. In contrast, both Malaysia's National 
Automotive Policy and the Philippines are ambiguous on its EV roadmap (investment, 
incentives) and appears to be falling behind its regional counterparts. This has affected 
investments in the industry with investor focus shifting to Indonesia, Singapore, and Thailand. 
Hyundai also recently announced the move of its Asia Pacific headquarters to Indonesia in 
favour of investment incentives offered for electric vehicles (EVs) development in the 
republic.  

 

 INDONESIA, THAILAND, VIETNAM – The Travel Boost - Traveloka, Southeast Asia's largest 
online travel start-up, plans to launch 
financial services in Thailand and Vietnam 
as it eyes a U.S. listing through a blank-
cheque company, its president said. The 9-
year-old Indonesian company, which 
counts Expedia and China's JD.com among 
its backers, is seeing a strong rebound in 
its business after the COVID-19 pandemic 
pummelled demand. Traveloka, which 
says it has 40 million active monthly users, 
is developing "buy now, pay later" services 
for Thailand and Vietnam markets. The 
company's president, Caesar Indra, told 
Reuters that "we recently formed a joint 
venture with one of the largest banks in 
Thailand to collaborate in the fintech 
space". Traveloka, which has smaller local rivals, is also talking to potential partners in 
Vietnam. Traveloka's two-year-old equivalent service in Indonesia, launched after the firm 
realised that customers would wait until their paydays to book travel, has already facilitated 
more than 6 million loans, according to Indra. Traveloka, also backed by Singapore sovereign 
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wealth fund GIC and Indonesian venture firm East Ventures, has grown its local lifestyle 
services in Indonesia, where it offers restaurant vouchers and a food delivery service, as well 
as a popular rapid COVID-19 testing.  
  

 LAOS – The Hydro Power - The government of Laos issued new guidelines for managing 
hydropower dams aimed at minimizing water shortages and flooding, state media reported 
on Thursday, amid debate on how its hydropower boom has altered the vital Mekong River. 
The new decree, effective March 4, requires all hydropower operators to notify authorities 
whenever dam reservoirs reach maximum storage or when river levels downstream fall to a 
critical level, the Vientiane Times reported. At least 50 dams have been built in the last 15 
years on Laos' hundreds of rivers and streams, with at least 14 new dams on the Mekong and 
its tributaries completed since 2018, according to the U.S.-funded Mekong Infrastructure 
Tracker. 

 

 MYANMAR - Toyota Motor has decided to postpone the opening of a new plant in Myanmar 
amid heightened political uncertainty following the February 1 coup. The plant has been built 
in the south of Yangon, the country's largest city, at a cost of 5.5 billion yen (US$52 million). It 
was supposed to produce Hilux pickup trucks with components imported from neighbouring 
Thailand and other countries. With a population of 50 million, Myanmar is widely seen as the 
last economic frontier of Southeast Asia. Among automakers, Japan's Suzuki Motor and South 
Korea's Hyundai Motor already have plants in Myanmar, and Toyota was trying to catch up 
with the launch of local production. Toyota is not alone facing challenges in doing business in 
Myanmar following the coup. Japanese brewer Kirin Holdings has faced criticism for running 
two beer joint ventures with Myanmar Economic Holdings, a company affiliated with the 
military, and has begun discussion to end the ventures. 

 

 SINGAPORE, Visa for Top Talent - Singapore has debuted a work visa designed to attract top 
talent in technology fields, as the city-state reshapes its foreign workforce in hopes of 
developing into a tech hub. Applicants for 
the new Tech Pass program must fulfil two 
out of three requirements to qualify, 
including providing proof of earning a 
monthly salary of at least SG$20,000 
(US$15,145) over the past year. The visas 
last for two years before they need to be 
renewed. The government has opened 
applications for 500 spots since January 19. 
While regular professional visas restrict a 
person to designated employers, those in 
the new program can start businesses or become an employee or adviser to multiple 
companies. Meanwhile, Singapore is narrowing opportunities for lower-tiered foreign 
workers, saying last week that it will cut visa quotas for the manufacturing sector. Businesses 
have been able to draw 20% of employees from the S Pass, given to mid-tier workers. But that 
ratio drops to 18% in January 2022 and 15% in January 2023. 

 

 PHILIPPINES, FDI Successes - Foreign investors' commitments to set up shop in the Philippines 
fell 71% to P112.1 billion in 2020. The foreign pledges approved by seven investment 
promotion agencies (IPAs) last year dropped from the record high P390.1 billion, based on the 
Philippine Statistics Authority (PSA) data released on February 24. PSA data showed the total 
foreign investment approvals in 2020 was the lowest in three years, or since the P105.7 billion 
in 2017. In a statement, PSA said foreign investment commitments from the United States 
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cornered 36.7% of the fourth-quarter haul, amounting to P13.4 billion. Forthcoming 
Taiwanese investments reached P4.4 billion, while those from Japan were worth P4.3 billion, 
the PSA said. For the entire 2020, the seven IPAs approved P1.14 trillion in new investments, 
down 13% from P1.31 trillion in 2019. 

  

 VIETNAM, FDI Withdrawal - Mitsubishi Corp. decided Thursday to withdraw from the Vinh 
Tan 3 coal-fired power plant project in Vietnam amid growing international concern about 
climate change, according to 
Nikkei. Vinh Tan 3, planned for 
Binh Thuan Province in southern 
Vietnam, is scheduled to come 
online in 2024. The 2-gigawatt 
plant is expected to feature 
cutting-edge ultra-supercritical 
technology. OneEnergy, a joint 
venture of Mitsubishi and Hong 
Kong's CLP Group, holds a 49% 
interest in the project. State-
owned Electricity of Vietnam 
owns another 29%. Chinese 
companies are handling materials procurement, construction, and equipment delivery. The 
banking consortium behind Vinh Tan 3 includes the Industrial and Commercial Bank of China. 
Standard Chartered and HSBC have pulled financing from the power plant. This marks 
Mitsubishi's first time withdrawing from a coal plant project. The trading house has said it will 
not build any new facilities of this type after Vung Ang 2. It plans to contribute to the 
development of power projects that are less harmful to the environment, including liquefied 
natural gas and renewables such as solar. 

 

 CHINA, THAILAND & UAE, the venture on Digital Currencies - China's central bank said 
Wednesday it has joined its counterparts in Thailand and the United Arab Emirates to study 
the use of digital currencies in cross-border payments, a move that puts it closer to setting the 
global rules for international transactions 
handled in national virtual currencies. This is an 
expansion of a testing project being conducted 
by the People's Bank of China (PBOC) and the 
Hong Kong Monetary Authority, which is the 
territory's central banking institution. The four 
participants will explore blockchain technology 
to build a system that will handle overseas 
transfers in digital currencies issued by central 
banks as well as perform transaction 
settlements. The PBOC has been calling on 
Asian central banks to join its digital currency 
project. In January, the PBOC formed a joint 
venture with the Society for Worldwide Interbank Financial Telecommunication, or SWIFT, the 
organization that handles international settlements. According to sources close to the project, 
a main objective of the joint venture is to research how international transfers are handled 
once digital currencies become commonplace. SWIFT's systems can exchange electronic 
messages between banks when carrying out trade transactions and fund transfers. 
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 NEW ZEALAND, VIETNAM – Agriculture Cooperation Arrangement - New Zealand and 
Vietnam on February 24 added a new link to their flourishing agriculture relationship by 
signing an Agriculture Cooperation Arrangement at the first New Zealand–Vietnam 
Agricultural Dialogue. The dialogue was held virtually by Chief Executive of the New Zealand 
Ministry for Primary Industries, Ray Smith, and Deputy Minister of Agriculture and Rural 
Development (MARD) Lê Quốc Doanh. The Agriculture Cooperation Arrangement will enable 
both sides to advance their key agricultural interests in enhancing bilateral trade, reducing 
agricultural greenhouse gas emissions, promoting food safety, utilising agriculture research 
and technology, and in rural development. The two leaders confirmed their shared 
commitment to finalising new fruit access for each other this year so consumers can enjoy 
New Zealand strawberries and squash in Vietnam and Vietnam's limes and pomelos in New 
Zealand. Vietnam is New Zealands's 14th largest trading partner, with two-way trade valued 
at NZ$2 billion (US$1.47 billion), at year-end September 2020. While Covid-19 has posed some 
challenges, Vietnam remains a promising market for New Zealand and vice versa due to robust 
demand for key agricultural products. 

 

| VIETNAM – CLOSER LOOK 
 

 FOREIGN AFFAIRS AGENDA - According to the Political Report to the Communist Party of 
Vietnam’s 13th Congress, the range of the issues includes (1) improving the efficiency of 
foreign relations, (2) proactively and actively promoting foreign affairs, (3) boosting 
multilateral diplomacy and (4) fulfilling international responsibilities, according to Southeast 
Asia regional specialist Carl Thayer. Notably, Vietnam, as defined in the priorities, will work to 
benefit from free trade agreements and enhance international integration through 
investment and trade 
dispute settlement and it 
will meet its 
responsibilities in ASEAN, 
the United Nations 
peacekeeping, and 
cooperation in the Asia-
Pacific, said the Emeritus 
Professor of the 
University of New South 
Wales, Canberra.  
 
The professor noted that 
the basic framework for 
Vietnam’s foreign policy 
has been set for many 
years to diversity and 
multilateralize external 
relations, to cooperate 
and struggle, to form 
comprehensive and 
strategic partnerships and expand them over time, and proactive and active international 
integration. He went on to say that Vietnam has carried out a foreign policy stressing on 
independence, self-reliance, peace, friendship, cooperation for development, and national 
interests for the past years, noting that Vietnam has been on the right track in its foreign policy 
for the past five years.   
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 CHINA LAWFARE WITH VIETNAM - China gets more aggressive with its sea territory claims as 
world battles coronavirus. The latest Chinese move is “lawfare” said Carlyle Thayer, an 
emeritus professor at the University of New South Wales and lecturer at the Australian 
Defence Force Academy. “They keep moving goalposts to justify their indisputable sovereignty 
over the South China Sea,” he said in a telephone interview Monday. China has moved away 
from the “nine-dash line” – based on an old map used to justify sea territory claims since the 
1940s - and now promotes a “four-sha” claim to the Pratas Islands, Paracel Islands, Spratly 
Islands, and the Macclesfield Bank area, he said, of the features whose Chinese names all end 
in “sha.” “They have done it by drawing straight base lines around all these disputed features,” 
Thayer said. “They claim all the water inside as territorial waters.” The vast majority of those 
features are occupied by Vietnam, which has installed structures that China could seek to 
remove under its new law, he said. “They have been trying to establish in the public mindset 
that this is Chinese,” Thayer said of the sea territory claims.   

 
HOW WILL BIDEN SHAPE THE US -CHINA RELATIONS – The downward spiral in US–China relations 
during the Trump administration prompted many to assert that the United States and China were 
entering a ‘new Cold War’.  The arrival of the Joe Biden administration offers the chance to pause and 
examine the now widespread view that the United States has no choice but to compete with an 
adversarial China. 
We are already starting to see subtle signs that the Biden administration sees the US–China 
relationship in less binary terms than that of its predecessor. Secretary of State Antony Blinken has 
described the relationship as a ‘complicated one’, containing a mix of ‘adversarial’, ‘competitive’, and 
‘cooperative’ dimensions. And Biden’s special climate change envoy John Kerry has made clear that 
cooperation with China on climate change will be one of his central goals. 
 
Yet while the Biden 
administration offers the 
possibility of a reset in 
US–China relations, 
powerful structural 
factors within the United 
States make it likely that 
zero-sum competition 
will continue to 
dominate its approach 
to China. 
 
Worryingly for those 
who hope that the change of administration will herald a shift in US–China relations and US global 
standing more generally, the Biden administration has already signalled a similar tendency to divide 
the world into ‘clubs’ of democratic and authoritarian countries. The idea of a ‘democracy summit’ to 
solve the world’s major global governance challenges may play well in certain Western capitals, but it 
ignores the fact that challenges ‘such as climate change, developing country debt, and nuclear 
proliferation require democracies and authoritarian governments to work together’, as David Dollar 
and Ryan Hass have recently noted. 
 
Moreover, such framing side-lines the United States globally, and demonstrates a profound failure to 
understand the sources of China’s appeal in much of the developing, non-democratic world. Some of 
that appeal lies in China’s willingness to offer resources to developing countries that are typically 
unavailable elsewhere. Just as importantly, though, China offers an attractive model of rapid economic 
development, a shared identity as a country still grappling with developing country challenges, and a 
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vision of global governance that champions a place at the table for countries that have been 
traditionally overlooked by the Western-led international order. 
 
Consumed by domestic polarisation and the economic downturn, the Biden administration will find it 
exceedingly difficult to adopt the kinds of international trade, development and foreign policies that 
would be needed to forge new US leadership beyond a narrow club of Western democracies. Biden is 
unlikely to be able to marshal the political support at home to join major multilateral agreements such 
as the Trans-Pacific Partnership (TPP), and ‘will lack the deep pockets to marshal a coalition and mount 
a sustained challenge to Beijing’s grandiose Belt and Road Initiative (BRI) in Asia and Africa,’ Gupta 
argues. 
 
At this moment in US history, domestic political and economic factors will ultimately determine 
whether the Biden administration can recast the US–China relationship and restore United States’ 
global standing. 
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