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Abstract

The ASEAN Economic Community is a region with a tendency for economic growth
rates higher than the world average, however, there are geopolitical conflicts between
superpowers. Overlapping territorial issues and resource competition in the South China Sea,
the state of military warfare and economic warfare, and the rapidly accumulating public and
private sector debt. Inflation, which has the impact of rising cost of living, trade barriers and
supply chain security issues, pose challenges to the region. The international economic
system is intricately interconnected at both the macro and micro levels. Countries
cooperate through trade, finance and investment mechanisms.

The development of the free capitalist system under globalization has led to the
inflow and outflow of capital to member countries of the ASEAN Economic Community. In
addition, changes in global geopolitics have made economic activities in the world market
more volatile. The global economy and the ASEAN region are facing vulnerability-causing risk
factors that cause economic slowdown. This research will focus on studying the risks of a
country. The researchers will use economic and social factors and geopolitical factors to
calculate the risk level index of the country in 5 areas as follows: 1.) Risk from foreign
capital flows 2.) Risk from both government and private sector debt 3.) Risk from interest
rates and inflation 4.) Risk from political factors and 5.) Risk in the overall financial system.

The study results indicate that between 2022-2024, the ASEAN Economic Community
as a whole will have a moderate level of liquidity risk (Risk 1) and a low level of debt risk
(Risk 2) Inflation risk (Risk 3) is low, political risk (Risk 4) is low, and financial system risk (Risk
5) is moderate. When considering the weighted average risk that represents the overall risk

of the ASEAN Economic Community, it is found to be at a low level. When ranking the risks
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in various aspects of the ASEAN Economic Community, in descending order, they are: (1)
Liquidity risk, (2) Financial system risk. Ranked (3) is debt risk, ranked (4) is political risk, and
finally (5) is inflation risk.

When comparing the average risks across all dimensions of each country, the study
results indicate that each country studied is facing different types of risks. However, if we
calculate the average risk and rank the risks of each country in descending order, we find
that: The country with the highest risk [1] is Thailand, [2] is Vietnam, [3] is Indonesia, [4] is
Malaysia, [5] is Singapore, and finally, the country with the lowest risk [6], is the Philippines.

Analysis of economic and social factors and geopolitical factors affecting the risks of
member countries in the ASEAN Economic Community using Panel Data Analysis with
Ordered Logit Model at the confidence level of 95% and 90%. There are 23 independent
variables in total, divided into 10 groups, consisting of the 1*" group of variables that reflect
the macroeconomic environment. The 2™ group of variables reflects the government's
policy on international trade. The 3™ group of variables reflects the international financial
system. The 4" group of variables reflects the characteristics of the informal economy. The
5™ group of variables reflects public confidence. The 6" group of variables reflects access to
basic necessities for daily life. The 7" group of variables reflects price stability and cost of
living. The 8" group of variables reflects the financial status of the country. The 9™ group of
variables reflects the demographic and human capital perspective. The 10" group of
variables reflects poverty, social opportunities and social inequality. There are controlled
variables reflecting the global economic situation. It was found that the socio-economic
factors affecting national risks are similar to the socio-economic factors affecting ASEAN

countries' risks, but are less numerous and more specific.
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The study results indicate that the ninth group of variables reflecting demographic
and human capital perspectives and the 10th group of variables reflecting poverty, social
opportunities and social inequality are the important foundations that affect the country's
risks in all aspects. In addition, the first group of variables reflecting the macroeconomic
environment are factors that affect almost every aspect of national risk, except for political
risk, which has an unclear direction of impact. The fourth group of variables reflecting the
characteristics of the informal economy (Shadow Economy: SE) is a factor that significantly
affects the country's liquidity, debt, and political risks. To achieve stable economic growth,
governments and policymakers in almost every country (Including Indonesia, Malaysia,
Vietnam, Philippines and Thailand excepting Singapore) should focus on managing the
money circulation rate in the economy. There is an increasing access to financial resources
and reducing social inequality. When comparing the inflation risks of the countries studied, it
was found that only Thailand has a moderate level of inflation risk. While other countries
studied have low inflation risks. Although the inflation situation in Thailand has not yet had
a significant impact, the government and the Bank of Thailand should closely monitor the

issue.
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