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Concept of Financial Integration, Financial 
Liberalization, and Trade Liberalization  

in Financial Services 
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Financial Integration as a part of  
Economic Integration 

 5 stages of economic integration: 
(1) Preferential Trading Arrangements = reduce tariff for certain 

goods to preference countries  
  e.g.  GSP (Generalized System of Preferences)        
(2) Free Trade Area = no barrier to trade (in goods, services, 

investment) among members  
            e.g. AFTA (ASEAN Free Trade Area) EFTA (European Free Trade 

Area), NAFTA (North-American Free Trade Agreement),  and other 
Free Trade Agreements (FTAs) 

(3) Customs Union = Free trade area + common external trade 
policies (e.g. tariff) to non-members    

(4) Common Market =  Customs union + free movement of all factors 
of production (labor, capital)   

          e.g. EC (European Community) AEC (ASEAN Economic Community 
(5) Economic Union = common market + unify monetary, fiscal, and 

socioeconomic policies   
           e.g. EU (European Union)      
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Financial Liberalization  
and Trade Liberalization  

in Financial Services Sector 
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 Free flow of Trade in Services 



1)  Roadmap on Capital Market Development 

2)  Roadmap on Liberalization of Financial Services 

3)  Roadmap on Capital Account Liberalization 

4)  Roadmap on ASEAN Currency Cooperation 

Financial Integration in ASEAN Perspectives: 
ASEAN Finance Ministers’ Meeting (AFMM) on Roadmap for 

Menetary and Financial Integration of ASEAN (RIA-Fin) 
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Roadmap for Monetary and Financial 
Integration (RIA-Fin) 

• Endorsed by the AFMM in Manila in 2003, RIA-Fin consists of steps, 
timelines and indicators of activities in four areas: (a) Capital Market 
Development, (b) Liberalisation of Financial Services, (c) Capital Account 
Liberalisation and (d) ASEAN Currency Cooperation, with the ultimate goal 
of greater economic integration in ASEAN by 2020. 

• Capital Market Development: Intended to build capacity and lay the long-
term infrastructure for development of ASEAN capital markets. 

• Financial Services Liberalisation: Intended to achieve free flow of financial 
services by 2020 and to support ASEAN Economic Community Blueprint 
(AEC Blueprint) 

• Capital Account Liberalisation: Intended to achieve freer flow of capital by 
2020 and to support AEC Blueprint.  

• ASEAN Currency Cooperation: Intended to explore ways that could further 
facilitate intra-regional trade and investment and economic integration, 
including through some forms of currency arrangements. As preconditions 
for closer currency cooperation, efforts would be made toward 
maintaining appropriate macroeconomic policies and foster greater 
macroeconomic convergence. 
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Issue on Financial Integration:  
Trade Negotiation in Financial Services 

Liberalization 
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Current Status  of Thailand FTAs  
(including trade in financial services)  

(as of March 2015) 
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Multilateral 

WTO (GATS: General 

Agreement on Trade 

in Services) 

Regional 
• Intra ASEAN AEC 

• ASEAN-CH (ACFTA) 
• ASEAN-KOR (AKFTA) 
• ASEAN–ANZ (AANZFTA) 

• ASEAN – India (AIFTA) 

• RCEP  (or ASEAN+6) 

•ASEAN-Hong Kong 

Bilateral 

• TH – Japan (JTEPA)  

• TH – Australia 

(TAFTA) 

• TH – New Zealand 

(TNZCEP) 

• TH – Chile  

• TH – Peru (waiting 

for internal process)   

• TH – India (ITFTA)* 

• TH – USA** 

• TH – EFTA** 

 *On going 

**Pending 



How to Liberalize Trade in Financial 
Services (Positive List Approach/GATS 

Approach) 

1)  Sub-sectors coverage 

2)  Modes of Supply of Services 

3)  Market Access Limitation 

4)  National Treatment Limitation 
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1)  12 tradable services 

  (1) Business services  

      (2) Communication services  

      (3) Construction and related engineering services  

      (4) Distribution services  

      (5) Educational services  

      (6)Environmental services  

      (7) Financial services  

      (8) Health related and social services  

      (9) Tourism and travel related services  

     (10) Recreational, cultural and sporting services  

     (11) Transport services  

     (12) Other services [Spa, Massage] 
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16 Financial Services Sub-sectors  

- Insurance and insurance-related services 
             (1) Direct Insurance (Life, Non-Life)  
             (2) Reinsurance and Retrocession  
             (3) Insurance Intermediation (such as Brokerage and Agency)  
             (4) Services auxiliary to insurance, such as consultancy, 

actuarial, risk assessment and claim settlement services. 
 
 - Banking and other financial services (excluding insurance) 
             (5) Acceptance of deposits and other repayable funds from the 

public  
             (6) Lending of all types, including consumer credit, mortgage 

credit, factoring and financing of commercial transaction 
             (7) Financial leasing 
             (8) All payment and money transmission services, including 

credit, charge and debit cards, travellers cheques and bankers drafts 
             (9) Guarantees and commitments 
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16 Financial Services Sub-sectors  

             (10) Trading for own account or for account of customers, whether on an 
exchange, in an over-the-counter market or otherwise, the following:  (A) money 
market instruments (including cheques, bills, certificates of deposits); (B) foreign 
exchange; (C) derivative products including, but not limited to, futures and 
options; (D) exchange rate and interest rate instruments, including products such 
as swaps, forward rate agreements; (E) transferable securities;  (F) other 
negotiable instruments and financial assets, including bullion. 

             (11) Participation in issues of all kinds of securities, including underwriting and 
placement as agent (whether publicly or privately) and provision of services 
related to such issues 

             (12) Money broking 
             (13) Asset management, such as cash or portfolio management, all forms of 

collective investment management, pension fund management, custodial, 
depository and trust services 

             (14) Settlement and clearing services for financial assets, including securities, 
derivative products, and other negotiable instruments 

             (15) Provision and transfer of financial information, and financial data 
processing and related software by suppliers of other financial services 

             (16) Advisory, intermediation and other auxiliary financial services on all the 
activities listed in subparagraphs (5) through (15) , including credit reference and 
analysis, investment and portfolio research and advice, advice on acquisitions and 
on corporate restructuring and strategy 
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2)   4 Modes of Supply of Services 

COUNTRY A COUNTRY B 

Mode 1: Cross-border supply 

Mode 2: Consumption abroad 

Mode 3: Commercial presence 

Company 
Commercial 

presence 

Direct investment 

Consumer 
Service  

supplier 
The service crosses the border 

The consumer is abroad 

Consumer 

in C 

Consumer Consumer 
Service  

supplier 

Consumer 

$          $          $         $        $ 
Establish commercial presence 
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Mode 4:  Presence of natural persons  

Juridical  

person 

Natural  

person 

An independent goes to country A  

COUNTRY A COUNTRY B 

An employee is sent by  

a company of  country B 

Commercial 

presence 

intra-corporate transferee 

Consumer 

 C 

Consumer 

Consumer 

4 Modes of Supply of Services 

Servic
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supply  

Mode 3 trade 



3) Market Access Limitation 

• In principle, do not restrict 6 types of market access (Article 16 GATS) 
  1) limitations on the number of service suppliers whether in the form 

of numerical quotas, monopolies, exclusive service suppliers or the 
requirements of an economic needs test 

  2) limitations on the total value of service transactions or assets in the 
form of numerical quotas or the requirement of an economic needs test 

  3) limitations on the total number of service operations or on the 
total quantity of service output 

  4) limitations on the total number of natural persons that may be 
employed in a particular service sector  

  5) measures which restrict or require specific types of legal entity or 
joint venture through which a service supplier may supply a service 

  6) limitations on the participation of foreign capital in terms of 
maximum percentage limit on foreign shareholding or the total value of 
individual or aggregate foreign investment. 

• However, we can limit market access as specified in the Schedule of Specific 
Commitment (SOC)  16 



4) National Treatment Limitation 

 

• In principle, each Member shall accord to services and 
service suppliers of any other Member, in respect of all 
measures affecting the supply of services, treatment 
no less favourable than that it accords to its own 
like services and service suppliers  (Article XVII GATS) 

• However, like market access, we can limit the principle 
of national treatment as specified in the Schedule of 
Specific Commitment (SOC)  
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example (SOC) 
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