
 

  

THE WORLD IS MOVING 
EAST, FAST 
18 January 2021 

04  The world economic center of gravity is moving faster towards Asia 

05 China will be a relative winner in the post Covid-19 world 

07  Asia trade integration finding a new impetus 

08  Which countries will benefit the most from further regional trade integration? 

12  What does this mean for policymakers and companies? 

ALLIANZ RESEARCH  

Ph
ot

o 
by

 C
hu

tt
er

sn
ap

 o
n 

U
ns

pl
as

h 



 

2 

 The Covid-19 crisis could accelerate the shifting global balance to-
wards Asia. We computed the world’s economic center of gravity 
(WECG) and found that it has been moving eastwards towards Asia 
since 2002. Looking ahead, with the Asia-Pacific region set to recover 
sooner from the Covid-19 crisis, the pace of this movement could be 
1.4x faster than previously expected. By 2030, we forecast the WECG 
could be located around the confluence of China, India and Pakistan. 
In comparison, it was located in the Atlantic Ocean until 2007. 

 China is a relative winner in the post Covid-19 world, with its GDP win-
ning two years over developed economies (compared to the pre-crisis 
long-term path). China emerged from the Covid-19 shock earlier than 
the rest of the world and authorities are already planning for the long 
term. Indeed, we now expect China to catch up with US GDP in 2030 
instead of 2032, as expected at the end of 2019.  

 This context, along with free trade agreements, will help strengthen 
Asia-Pacific trade integration. Intra-regional trade represents a large 
share of the region’s total trade (74% on average in the 2010s) and the 
relatively high complementarity between economies’ trade suggests 
that this situation is likely to be sustained. The recently signed Regional 
Comprehensive Economic Partnership sends a strong signal in favor of 
continued and strengthened trade integration in the region. 

 Which countries would benefit most from further regional trade inte-
gration? China, South Korea, Singapore and Japan. Looking at export 
specialization and competitiveness and trade complementarity within 
the region, we find that exports from China, South Korea Singapore 
and Japan are particularly competitive and complementary with the 
rest of the region. China and Japan clearly exhibit higher competitive-
ness in the most-traded sectors globally. 

 What does this mean for policymakers and companies? The challenge 
will be to navigate this gradually shifting balance in the global econo-
my, and more specifically the US-China rivalry. For many economies 
(e.g. the EU), the aim will be to define a commercial strategy with Asia 
while preserving the alliance with the US. Companies should pay at-
tention to the potentially differing competitive environments across 
regions as trade agreements in Asia-Pacific sometimes have less re-
strictive standards. From a sectoral perspective, expect further trade 
and investment integration in mechanical appliances and electrical 
equipment in Asia.  
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China could surpass the US to become the world's                           

largest economy 2 years sooner than expected.  
©
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Figure 1:  World economic center of gravity  

THE WORLD ECONOMIC CENTER OF 
GRAVITY IS MOVING FASTER                  
TOWARDS ASIA 

Over the past few decades, the global 
balance of economic power has 
shifted: while developed economies 
represented around 80% of global GDP 
in 2000, the ratio fell to around 60% in 
2019, with the Asia-Pacific region res-
ponsible for 8pp of this 20pp decline. 
To capture the pace of this shift in the 
global economy, and identify the im-
pact of the Covid-19 crisis, we com-
puted the position of the world’s econo-
mic center of gravity (WECG, see Ap-
pendix 1 for methodology). The results 
are presented in Figure 1. 
 
Three trends stand out: First, it appears 
very clearly that the WECG has been 
moving eastwards towards Asia. Our 
calculations show that in the late 1990s 
it was going in the opposite direction 

(towards the US), before stagnating in 
2001 and turning around in 2002. 
These years mark the aftermath of a 
growth downturn in developed econo-
mies, and China entering the World 
Trade Organization. 
 
Second, the Covid-19 crisis could acce-
lerate this process in the coming years 
as the Asia-Pacific region is set to reco-
ver faster than other parts of the world. 
Over 2020-2021, the yearly movement 
eastwards will be roughly 1.8x that ob-
served on average over 2015-19. And 
compared to the long-term growth 
paths projected before the Covid-19 
crisis, the WECG will be moving 
eastwards at a 1.4x faster pace over 
2020-2024.  
 

Finally, by 2030, based our long-term 
forecasts, we find that the WECG could 
be located around the confluence of 
China, India and Pakistan. This mainly 
reflects the pull of the Chinese econo-
my on the world, but also to a lesser 
extent the pull of other emerging 
economies in Asia (particularly India). 
Indeed, Asia-Pacific’s regional econo-
mic center of gravity is not completely 
centered on China: From 1998 to 2030, 
it moves from around the south of 
South Korea to around the Sichuan 
province in China (in the southwest of 
the country, c.1400km from its geogra-
phic center). 
 

Blue dots: 1998 to 2019. Orange dots: 2020, 2025 and 2030 on current forecasts. Green dots: 2020, 2025 and 2030 on 

Q4 2019 forecasts. Grey dots: geographic center of gravity of the U.S., Germany, India, China and Japan. 

Sources: Euler Hermes and Allianz Research  
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CHINA WILL BE A RELATIVE WINNER 
IN THE POST COVID-19 WORLD 

The Chinese economy rebounded fas-
ter from the unprecedented economic 
shock caused by the Covid-19 pande-
mic. GDP grew by +2.3% in 2020; in 
comparison, we expect the global 
economy to have contracted by -4.2% 
in the same period. We also forecast a 
stronger rebound for China in 2021 
(+8.2% vs. +4.6% for the world). An ear-
lier but comparatively smaller epide-
mic, as well as the swift policy reaction, 
prevalence of the state sector and 
some windfall effects explain the out-
performance. Indeed, the number of 
Covid-19 cases per 1 million people in 
China stands at 64, compared with 
around 8000 at the global level. High-
frequency activity indices also show a 
shallower trough for the Chinese 
economy in 2020 (around -50% in early 
February), compared with other econo-
mies (ranging from around -60% to -
75% for the US and Western Europe in 
April). To counter the shock, strong poli-
cy support was put in place: We esti-
mate that 2020 fiscal stimulus pack-
ages supported China’s GDP growth by 
+4.1pp, compared with +1.7pp in the 
US and +1.3pp in Germany. The preva-
lence of the state sector in China may 
also have facilitated the implementa-
tion of policy measures and the restart 
of the economy, before the recovery 
became more broad-based. Data sug-
gest that state-owned enterprises were 
better shielded in a context where they 
were also asked amidst the crisis to 

maintain economic activity and retain 
employment (even if unprofitable). Fi-
nally, China was also able to reap the 
benefits of being the economy first in 
and first out of the epidemic, with 
strong export performance and expan-
sion of its global export market shares 
(more details in our previous publica-
tion here). 
 
With the economic recovery strengthe-
ning and becoming more broad-based, 
China already started to dial back mo-
netary policy support in Q4 2020. In 
turn, credit growth slowed in the last 
two months of 2020. The aim is to intro-
duce discipline in capital markets 
(specifically the corporate bond mar-
ket) in order to control long-term finan-
cial risks. This implies that on the topic 
of policy normalization and long-term 
legacies, China is also one step ahead 
of the rest of the world, where most 
policymakers are still in full easing 
mode.  
 
The outperformance of the Chinese 
economy and likely fewer scarring 
effects pave the way for it to be posi-
tioned as a relative winner in the post 
Covid-19 world. We estimate that Chi-
na may be gaining two years over 
developed economies compared to the 
pre-crisis long-term growth path (see 
Figure 2). More specifically, we now 
expect China’s GDP to match that of 
the US in 2030, instead of in 2032 ba-

sed on our forecasts before the Covid-
19 crisis. The catch-up with the US in 
2020-21 is likely to occur at a yearly 
pace that is more than 2.5 times faster 
than the average over 2015-19. In no-
minal terms (current USD), the ratio of 
China’s GDP over US GDP stood at 67% 
in 2019, up from 61% in 2015. We now 
expect the ratio to reach 75% in 2021. 
This compares with a ratio of 71% ba-
sed on forecasts at the end of 2019 
(before the global pandemic). 
 
Of course, this long-term path is not 
without potential hurdles: The preva-
lence of the state sector could raise 
long-term risks of overcapacity, increa-
sing debt, zombification and slow tech-
nological advancement (see our pre-
vious publication here). Chinese autho-
rities are trying to tackle these structu-
ral risks and planning for the long term 
with the 14th five-year plan (2021-
2025) and the 2035 vision. The dual 
circulation strategy reaffirmed that one 
of the main ultimate goals is to reach 
industrial autonomy (by boosting the 
domestic market and R&D and redu-
cing reliance on imports), while liberali-
zing trade and capital flows along the 
way to get there. 

1 We find that state-owned enterprises hardly experienced any payment delays, with Days Sales Outstanding (DSO) being surprisingly stable in 2020: from a peak of 52 days in February to 46 days 
in October (vs. 51 days at the end of 2019). In comparison, the DSO for all industrial firms surged in February 2020 to 72 days up from 57 days at the end of 2019. It has since been trending down 
and is back to pre-crisis levels at 54 days in October 2020.  

18 January 2021 

https://www.eulerhermes.com/en_global/news-insights/economic-insights/Winning-exports-market-share-despite-the-COVID-19-crisis.html
https://www.eulerhermes.com/en_global/news-insights/economic-insights/Dual-circulation-China-s-way-of-reshoring.html
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Sources: National sources, IMF, Euler Hermes, Allianz Research  

Figure 2:  Ratio of China-to-US nominal GDPs, pre and post Covid-19 crisis  
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Economic and trade integration in Asia-
Pacific in the post Covid-19 world can 
be boosted by further free trade agree-
ments, and the shift of the global eco-
nomic balance in favor of the region, 
which encompasses several global 
growth powerhouses. Intra-regional 
trade in Asia-Pacific is already very high 
compared to other regions, with the 
ratio out of the group’s total trade aver-
aging 74% in the 2010s (see Figure 3). 
Asia-Pacific economies also on average 
exhibit relatively strong levels of com-
plementarity with their regional trade 
partners (see next section and Appen-
dix 3). Out of total global trade, intra-
regional trade in Asia-Pacific is also 
large, representing 25% on average in 
the 2010s, compared with 17% and 6% 
for the EU27 and NAFTA, respectively.  
The Regional Comprehensive Econom-
ic Partnership (RCEP) signed between 

ASEAN + five countries in November 
2020 sent a strong signal in favor of 
continued and strengthened integra-
tion in the region. In particular, we find 
that the common rule of origin could 
boost intraregional trade by around 
USD90bn annually (see here for more 
details). Furthermore, less restrictive 
rules in the RCEP compared to other 
free trade agreements could imply less 
impediments for trade exchanges with-
in the region. There are no provisions 
for environmental and labor standards, 
which are always included in negotia-
tions involving the US and the EU. An-
other example is that in the common 
rule of origin established by the RCEP, 
only 40% of regional content is required 
for goods to be considered of RCEP 
origin. As a comparison, the US-Mexico-
Canada Agreement signed in 2018 
establishes a threshold of 75%, with on 

top of that a labor value content rule 
(40-45% of content must be made by 
workers in the region earning at least 
USD16 per hour). 
 
Separately, the RCEP could potentially 
pave the way for discussions on further 
free trade agreements. It is the first 
trade deal to cover the China-Japan 
and Japan-South Korea bilateral rela-
tionships, and the most optimistic ex-
pectation would be around settling the 
China-Japan-South Korea free trade 
agreement. Negotiations for the deal 
started in 2012 but sporadic bilateral 
tensions have prevented decisive pro-
gress. In early November 2020, Chinese 
president Xi Jinping promised to “speed 
up negotiations on a China-EU invest-
ment treaty and a China-Japan-South 
Korea free trade agreement“. 

Note: ASEAN + 5 encompasses the ASEAN countries, Australia, China, Japan, South Korea and 
New Zealand, the signatories of the Regional Comprehensive Economic Partnership (RCEP). 

Sources: International Trade Center, Euler Hermes, Allianz Research 

Figure 3:  Intra-regional trade shares (%)  

18 January 2021 

ASIA TRADE INTEGRATION FINDING          
A NEW IMPETUS 
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WHICH COUNTRIES WILL BENEFIT 
THE MOST FROM FURTHER                 
REGIONAL TRADE INTEGRATION? 

Despite the stronger trade integration 
expected for Asia-Pacific as a whole, 
economies in the region are not equally 
positioned to reap the benefits. To de-
termine which economies could be set 
to outperform, we look at 1/ exports 
specialization and competitiveness and 
2/ trade complementarity within the 
region. We find that China, South Ko-
rea Singapore and Japan could benefit 
the most from further trade integration 
within Asia-Pacific.  
 
To measure and compare each econo-
mies’ export potential, we built sectoral 
comparative advantage indices (see 
Appendix 2 for the methodology). We 
then looked at correlations by country 
pairs in order to compare export com-
petitiveness and structures (see Figure 
4). Several results stand out:  
1. Developed economies – Australia, 

New Zealand and Japan to a les-
ser extent – exhibit export competi-

tiveness profiles that are particular-
ly different from most other econo-
mies in the region. This implies sec-
toral specialization patterns for 
these countries that are relatively 
unique in the region. For Australia 
and New Zealand, exports are 
comparatively more exposed to 
commodities. For Japan, the com-
parative advantage is very high in 
the vehicles and machinery sectors. 
The average comparative advan-
tage index is also notably higher 
than in other economies (except 
for China). 

2. India and Indonesia exhibit profiles 
that are relatively similar, with low 
correlation with most other econo-
mies in the region. This reflects the 
fact that their exports are geared 
towards both commodities and 
(low value-added) manufactured 
products. Between the two coun-
tries, India has been improving ex-

port competitiveness faster in the 
past few years (see Figure 5). 

3. Four Asian Tigers and the rest of 
emerging Asia. The export compe-
titiveness profiles of the Four Asian 
Tigers are similar and close to 
those of China, the Philippines, 
Vietnam and Malaysia (and Thai-
land to a lesser extent). This sug-
gests both supply-chain integration 
across these economies, and com-
petition. An over-time comparison 
(see Figure 5) shows that Vietnam 
and South Korea seem relatively 
more competitive in this group as 
they managed to both increase the 
number of sectors in which they 
have a comparative advantage 
and raise their outperformance. 
China, in part thanks to the size of 
its economy, exhibits significantly 
higher comparative advantage in 
the most traded sectors globally. 
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AU NZ JP HK SG TW KR CH PH VN MY TH IN ID

Australia 5% 5% 3% 26% 7% 16% 3% 5% 1% 28% 11% 55% 63% Australia

New Zealand 5% 2% 2% 4% 2% 1% 1% 3% 1% 3% 3% 1% 1% New Zealand

Japan 5% 2% 54% 66% 63% 82% 72% 59% 49% 56% 89% 46% 30% Japan

Hong Kong 3% 2% 54% 90% 97% 86% 91% 98% 94% 90% 66% 32% 21% Hong Kong

Singapore 26% 4% 66% 90% 93% 91% 91% 91% 83% 95% 75% 55% 46% Singapore

Taiwan 7% 2% 63% 97% 93% 93% 94% 98% 93% 94% 71% 33% 28% Taiwan

South Korea 16% 1% 82% 86% 91% 93% 91% 89% 82% 90% 84% 51% 43% South Korea

China 3% 1% 72% 91% 91% 94% 91% 94% 89% 87% 80% 38% 27% China

Philippines 5% 3% 59% 98% 91% 98% 89% 94% 94% 92% 69% 29% 24% Philippines

Vietnam 1% 1% 49% 94% 83% 93% 82% 89% 94% 87% 58% 26% 25% Vietnam

Malaysia 28% 3% 56% 90% 95% 94% 90% 87% 92% 87% 67% 48% 55% Malaysia

Thailand 11% 3% 89% 66% 75% 71% 84% 80% 69% 58% 67% 58% 38% Thailand

India 55% 1% 46% 32% 55% 33% 51% 38% 29% 26% 48% 58% 72% India

Indonesia 63% 1% 30% 21% 46% 28% 43% 27% 24% 25% 55% 38% 72% Indonesia

AU NZ JP HK SG TW KR CH PH VN MY TH IN ID

Emerging 

economies

Developed economies Four Asian Tigers Emerging economies

Developed 

economies

Four Asian 

Tigers

Sources: International Trade Center, Euler Hermes, Allianz Research 

Figure 4:  Correlations of sectoral comparative advantage indices in 2019, by country pairs  

Sources: International Trade Center, Euler Hermes, Allianz Research  

Figure 5:  Over-time change in sectoral comparative advantage in Asia-Pacific  
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On top of competitiveness, it is also im-
portant to find out how much econo-
mies’ export structures (by sector) 
match their trading partners’ import 
structures. To that end, we built trade 
complementarity indices (see Appendix 
3 for the methodology). The results by 
country pairs are presented in Figure 6. 
Looking at the same groups as in the 
previous paragraph, the following re-
sults stand out: 
1. Developed economies continue to 

differ from the rest of the region, in 
particular Australia and New Zea-
land. Indeed, they exhibit on aver-
age the lowest trade complemen-
tarity indices in the group. For Ja-
pan, the average trade comple-
mentarity index is in the median of 
the group. Along with a strong 

comparative advantage in a few 
highly-traded sectors, this puts the 
country in a comfortable position 
to benefit from trade integration. 

2. India and Indonesia exhibit again 
relatively similar trade complemen-
tarity profiles, with India outper-
forming slightly again (average 
trade complementarity index of 58 
vs. 52 for Indonesia). Despite this 
potential within the region, India is 
not among the signatories of the 
RCEP and has seen the share of its 
trade with Asia-Pacific out of total 
trade stagnate (around 33%) in 
recent years. 

3. Four Asian Tigers and the rest of 
emerging Asia2. While these econo-
mies have similar export competi-
tiveness profiles, their trade com-

plementarity patterns differ. The 
relative country exposures are 
somewhat consistent but South 
Korea, Malaysia and Singapore 
stand out as the top three econo-
mies with the highest trade com-
plementarity indices on average. 
Within this group, Vietnam has the 
lowest average index3.  

 
Finally, we cross the two sets of indices 
of comparative advantage and trade 
complementarity on Figure 7. We find 
that China, South Korea Singapore and 
Japan would benefit the most from fur-
ther regional trade integration. New 
Zealand, Australia, the Philippines and 
Indonesia are comparatively less well 
positioned.  

Allianz Research 

2 China, the Philippines, Vietnam, Malaysia and Thailand. 

3 It improved rapidly in the 2000s, moving from 38 in 2001 to 47 in 2009. The stayed around 50 in the 2010s.  
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AU NZ JP HK SG TW KR CH PH VN MY TH IN ID

Australia 24 65 45 65 53 67 63 50 46 60 71 63 54 Australia

New Zealand 32 63 40 60 51 65 61 46 43 56 69 59 51 New Zealand

Japan 49 27 42 61 53 57 59 50 51 64 58 65 63 Japan

Hong Kong 23 18 43 63 72 56 58 79 60 61 51 40 28 Hong Kong

Singapore 42 19 56 60 64 69 66 63 51 73 60 51 50 Singapore

Taiwan 38 21 62 56 80 77 70 65 55 79 58 56 51 Taiwan

South Korea 50 22 57 45 62 60 61 52 49 69 57 62 60 South Korea

China 47 22 55 50 72 64 67 58 50 74 55 55 53 China

Philippines 34 24 60 49 70 66 75 66 54 71 65 59 51 Philippines

Vietnam 28 24 56 54 67 76 76 69 60 74 59 51 43 Vietnam

Malaysia 38 23 58 53 74 70 75 69 62 57 61 60 56 Malaysia

Thailand 40 22 62 49 68 64 72 64 53 48 70 65 59 Thailand

India 56 19 48 41 55 47 54 47 41 36 60 52 56 India

Indonesia 36 24 61 39 61 60 68 63 47 43 62 68 66 Indonesia

AU NZ JP HK SG TW KR CH PH VN MY TH IN ID

low complementarity (trade complementarity index below 30)

moderate complementarity (trade complementarity index between 30 and 55)

high complmentary (trade complementarity index above 55)

EXPOR TER S

Developed economies Four Asian Tigers Emerging economies

IM
P

O
R

T
E

R
S

Developed 

economies

Four Asian 

Tigers

Emerging 

economies

Sources: International Trade Center, Euler Hermes, Allianz Research 

Figure 6:  Trade complementarity indices in 2019, by country pairs 

Note: axes are crossing at the respective median values of the two sets of indices. 

Sources: International Trade Center, Euler Hermes, Allianz Research 

Figure 7:  Trade complementarity vs. Comparative advantage  

18 January 2021 
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WHAT DOES THIS MEAN FOR               
POLICYMAKERS AND COMPANIES? 

The shifting world economic center of 
gravity has far-reaching long-term 
consequences on everything from glo-
bal soft power to global policy formula-
tion to the global monetary system: 
these are also likely to gradually move 
in favor of Asia in the coming decades. 
The challenge for policymakers is to 
navigate such a change, and the US-
China rivalry in particular. For the EU, 
for example, the aim would be to pre-
serve its alliance with the US, while also 
defining a commercial strategy that 
benefits from Asia’s rising importance 
and regional integration. The Japanese 
experience suggests that a balance 
can be found as the country has trade 
deals with both China and the US and 
at the same time retains a security al-
liance with the US. The EU-China Com-
prehensive Agreement on Investment 
signed in December 2020 probably 
reflects the EU’s intention to define its 
own position amidst the US-China  
rivalry.  

Similarly, companies will also need to 
position themselves to benefit from the 
shifting world balance and greater 
trade integration in Asia. Trade agree-
ments signed in the past few years and 
negotiation pain points suggest that 
different provisions regarding environ-
mental and labor standards and state 
subsidies will be likely across regions. 
Companies will need to take into ac-
count these divergences, which imply 
different competitive environments.  
 
From a sectoral perspective, the RCEP 
and greater trade integration in Asia 
could lead to a further specialization of 
countries along lines of comparative 
advantage (see Figure 8 for the top five 
sectors per country). For Australia and 
New Zealand, the comparative advan-
tage is mostly found in the commodities 
and food sectors. Japan shows the 
highest comparative advantage by far 
in the region in motor vehicles. It is also  
 

competitive in the mechanical ap-
pliances and electrical equipment sec-
tors, which involve scattered supply 
chains across the region. Indeed, these 
are the top sectors of comparative ad-
vantage for the Four Asian Tigers, Chi-
na, the Philippines and Thailand, so the 
RCEP could foster continued trade and 
investment integration. 
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Sector

Comparative 

advantage 

index

Sector

Comparative 

advantage 

index

Sector

Comparative 

advantage 

index

Sector

Comparative 

advantage 

index

Sector

Comparative 

advantage 

index

Austral ia
Mineral fuels, 

mineral oils
47.3

Ores, slag and 

ash (including 

iron ore)

41.9

Pearls, precious 

or semi-precious 

stones and 

metals

9.5 Meat 6.0
Inorganic 

chemicals
3.2

New Zealand Dairy produce 5.7 Meat 2.8
Wood and 

articles of wood
1.8

Edible fruit and 

nuts
1.2

Preparations of 

cereals, flour, 

starch or milk

0.8

Japan
Motor vehicles 

and parts thereof
79.1

Machinery, 

mechanical 

appliances

72.8

Electrical 

machinery and 

equipment

54.6

Commodities not 

elsewhere 

specified

23.6

Optical, 

measuring, 

precision, 

medical 

instruments

20.4

Hong Kong

Electrical 

machinery and 

equipment

160.5

Machinery, 

mechanical 

appliances

37.3

Pearls, precious 

or semi-precious 

stones and 

metals

28.6

Optical, 

measuring, 

precision, 

medical 

instruments

9.2
Plastics and 

articles thereof
4.5

S ingapore

Electrical 

machinery and 

equipment

64.3

Machinery, 

mechanical 

appliances

31.4
Mineral fuels, 

mineral oils
25.3

Commodities not 

elsewhere 

specified

11.2

Optical, 

measuring, 

precision, 

medical 

instruments

10.9

Taiwan

Electrical 

machinery and 

equipment

78.6

Machinery, 

mechanical 

appliances

22.6
Plastics and 

articles thereof
10.4

Optical, 

measuring, 

precision, 

medical 

instruments

8.2
Mineral fuels, 

mineral oils
6.7

Sou th  Korea

Electrical 

machinery and 

equipment

81.8

Machinery, 

mechanical 

appliances

37.6
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Figure 8:  Top five sectors of comparative advantage, by country (2019)  
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APPENDIX 1:  
METHODOLOGY FOR THE WORLD ECONOMIC CENTER OF GRAVITY (WECG) 

Our construction of the world economic center of gravity is based on countries’ geographic centers of gravity and our long-
term GDP projections. The methodology we use is based on previous research, including “The global economy’s shifting centre 
of gravity”, Quah (2011) and “Is the world’s economic center of gravity already in Asia?”, Grether and Mathys (2006). 
 
Calculations 
 
The latitude and longitude (polar coordinates) of each country’s geographic center of gravity were converted into Cartesian 
coordinates (along three dimensions x, y, z), so that the calculated world economic center of gravity is not necessarily located 
on the surface of the Earth, contrarily to countries’ geographic centers of gravity. 
 
 
 
 
 
 
 
 
We then calculated the WECG’s Cartesian coordinates, which are the weighted sums of countries’ Cartesian coordinates, with 
weights the countries’ respective shares of GDP out of world GDP (in nominal terms, current USD). 
 
 
 
 
 
 
 
 
 
 
 
 
Finally, as the resulting WECG was well beneath the surface of the Earth, we calculated a projection in order to represent it  on 
a two-dimension map. The projected Cartesian coordinates were then converted back into latitudes and longitudes before 
placing the WECG on a flat world map. 
 
Data 
 
The latitude and longitude of each country’s geographic center of gravity were taken from https://developers.google.com/
public-data/docs/canonical/countries_csv. 
 
Our sample covers 63 economies, which on average over 1998-2019 represented 95% of the world’s GDP. 
 
 

https://developers.google.com/public-data/docs/canonical/countries_csv
https://developers.google.com/public-data/docs/canonical/countries_csv
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APPENDIX 2:  
METHODOLOGY FOR COMPARATIVE ADVANTAGE INDICES  

The comparative advantage index we use builds on the most widely used index developed by Balassa (1965). The methodo-
logy we chose is based on previous research including “Comparison of revealed comparative advantage indices with applica-
tion to trade tendencies of East Asian countries”, Sanidas and Shin (2010). 
 
Calculations 
 
The Balassa index is the ratio between two shares: the share of a country’s exports in a sector out of its total exports, out of the 
share of global exports in the sector out of total global exports. The idea is to measure how much a country’s exports are 
more geared towards a sector, compared to the global standard. A Balassa index equal to / above / below 1 means that the 
country’s comparative advantage in the sector is neutral / favorable / unfavorable compared to the rest of the world. 
 
 
 
 
 
 
 
 
However, research finds that the Balassa index is not reliable for cross-sector, cross-country and over-time comparisons. As 
such, in this publication we use another index of comparative advantage. 
 
The index in our analysis compares a country’s exports in a sector with the comparative-advantage-neutral exports such that 
the Balassa index equals 1. By construction, the index ranges from -2500 to +2500, with 0 being the neutral point. The more 
positive (negative) the index, the more comparative advantage (disadvantage) the country exhibits. 
 
 
 
 
 
 
 
 
Data 
 
We calculated the index over 14 Asia-Pacific countries for all the 97 sectors according to the Harmonized System 2-digit level 
of aggregation and for the years 2001, 2005, 2009, 2011, 2015 and 2019. 
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APPENDIX 3:  
METHODOLOGY FOR TRADE COMPLEMENTARITY INDICES  

 
The trade complementarity index measures the similarity between the export and import structures of a pair of countries.  
 
Calculations 
 
The trade complementarity index (TCI) between country i’s imports and country j’s exports is calculated as follows: 
 
 
 
 
 
 
 
 
By construction, the index ranges from 0 to 100, with 100 representing perfect compatibility in the export and import struc-
tures of the two countries. 
 
Data 
 
We calculated the index over 14 Asia-Pacific countries for all the 97 sectors according to the Harmonized System 2-digit level 
of aggregation and for the years 2001, 2005, 2009, 2011, 2015 and 2019. 
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