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South China Sea Standoff, U.S.–China Trade Pause, and 

Indo-Pacific Shifts 
Welcome to This Week's Asia on the Horizon 

As Asia navigates a rapidly shifting geopolitical and economic landscape, this week’s 
edition of Asia on the Horizon brings you a focused look at the forces shaping the 
region’s future. From escalating tensions in the South China Sea to the deepening 
complexities of Indo-Pacific alliances, the headlines underscore both the risks and 
opportunities defining Asia’s role in global affairs. 

We begin with the South China Sea, where the Scarborough Shoal has once again 
become a flashpoint for confrontation. The collision of two Chinese vessels during an 
operation to intercept a Philippine coast guard craft, followed swiftly by a U.S. Navy 
freedom of navigation patrol and the interception of a Philippine aircraft by Chinese 
fighters, has underscored the risks of miscalculation in contested waters. These 
incidents not only spotlight the volatility of Asia’s maritime disputes but also highlight 
how local tensions increasingly intersect with great-power rivalry. 

Amid this turbulence, diplomacy continues to unfold. The 10th Lancang-Mekong 
Cooperation (LMC) Foreign Ministers’ Meeting, chaired by China, marks both the 
mechanism’s 10th anniversary and a renewed push by Beijing to frame itself as the 
anchor of Southeast Asia’s development and connectivity. With supply chain 
realignments, protectionist pressures, and security dilemmas shaping the region, the 
LMC is positioned as both a development forum and a counterweight to U.S.-backed 
initiatives. These dynamics reflect the deeper contest over Asia’s political and 
economic architecture. 

Beyond geopolitics, Asia’s economic pulse remains strong. The Statistics of the Week 
reveal that Asia continues to dominate the global robotics industry, installing nearly 
three-quarters of all new industrial robots. At the same time, the Map of the Week 
sheds light on the Indo-Pacific’s corporate rise, as the region now accounts for nearly 
a third of the world’s billion-dollar companies. India’s leapfrog to the global top tier 
and Taiwan’s outsized semiconductor role show how Asia is not only a manufacturing 
powerhouse but also a hub of technological and corporate innovation. 

This week also tracks the evolving landscape of regional alliances and resource 
competition. From U.S.–Pakistan energy talks to China’s simultaneous emphasis on 
connectivity and security in mainland Southeast Asia, the region’s future hinges on how 
nations navigate interdependence while hedging against vulnerabilities. Whether 
through infrastructure initiatives, resource deals, or informal security dialogues, Asia’s 
alliances are constantly being reshaped by both necessity and ambition. 

Finally, our Photo of the Week and Infographic of the Week illustrate these dynamics 
in vivid detail. From maritime collisions that encapsulate the fragility of the South China 
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Sea to data-driven graphics revealing Asia’s industrial and corporate scale, these visual 
elements complement the analysis by grounding high-level trends in immediate 
realities. 

Taken together, the developments covered in this week’s edition reflect a region 
standing at a critical crossroads. Asia is simultaneously the epicenter of global 
economic opportunity and the stage for escalating strategic rivalry. How governments, 
corporations, and regional frameworks respond in the months ahead will help define 
whether the Indo-Pacific evolves as a zone of stability and growth—or one of enduring 
confrontation and fragmentation. 

We invite you to explore each section in detail, as this edition provides both a close-up 
view of current flashpoints and a wider lens on the structural shifts that will shape 
Asia’s trajectory in the years to come. 
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1. KEY DEVELOPMENTS 
South Korea’s Armed Forces Shrink Amid Demographic Crisis 

South Korea’s armed forces have contracted by 20% over the past six years, now 
amounting to around 450,000 active-duty personnel—a steep drop from 563,000 in 
2019 and over 690,000 in the early 2000s. This reduction is largely due to a sharp 30% 
decline in the number of 20-year-old males—the primary candidates for compulsory 
military service—falling to roughly 230,000. Despite a robust defense budget 
exceeding 61 trillion won (~$43.9 billion) in 2025, outpacing North Korea’s economy in 
size, the South Korean military still faces a shortfall of some 50,000 troops needed to 
maintain full readiness, with particularly acute gaps among non‑commissioned officers 
(around 21,000 unfilled positions). 

This development signals growing operational strain amid one of the world’s fastest-
aging societies, which saw its fertility rate sink to just 0.75 in 2024—the lowest globally. 
With South Korea’s population peaking at around 51.8 million in 2020 and projected 
to fall to 36.2 million by 2072, demographic pressures will likely continue reshaping its 
military posture. To adapt, the government has shortened mandatory service to 18 
months—down from the 36‑month requirement in the 1950s—leveraging 
technological modernization and enhanced deterrence through the U.S. alliance and 
an increasingly export-capable defense industry to counterbalance shrinking 
manpower. 

Seoul–Hanoi Forge $150 Billion Trade Alliance Against Tariff 
Turbulence 

On August 11, 2025, South Korean President Lee Jae Myung hosted Vietnam’s General 
Secretary Tô Lâm—his first official state guest since assuming office in June—and 
together they unveiled an ambitious plan to elevate bilateral trade from approximately 
$86.8 billion in 2024 to $150 billion by 2030. The two leaders signed at least 10 
memoranda of understanding (MOUs), spanning sectors such as nuclear and 
renewable energy, finance, infrastructure (notably high-speed rail), and science and 
technology, demonstrating a renewed commitment to deepening cooperation across 
critical industries. 

This intensified partnership emerges as both nations navigate mounting global trade 
headwinds—particularly U.S. tariffs that impose 15% on South Korean exports and 20% 
on Vietnamese goods, which have already dampened new investments. President Lee 
underscored the role of the ~10,000 South Korean firms operating in Vietnam in 
fortifying mutual prosperity, while Tô Lâm emphasized Vietnam's openness to further 
South Korean investment, particularly in technology and infrastructure projects. Their 
joint agenda reflects a strategic pivot: consolidating regional economic integration to 
weather external volatility and reduce dependency on uncertain global trade 

conditions. 
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Pyongyang Vows Reprisal Despite Seoul’s De-escalatory Steps 

North Korea on August 11 2025 sharply criticized the upcoming U.S.–South Korea war 
games as a "direct military provocation," with Defense Minister No Kwang Chol 
warning of resolute retaliation. The 11-day Ulchi Freedom Shield exercise—designed 
to test command and troop mobilization amid heightened nuclear threats from the 
North—was described as an unmistakable sign of hostile intent that undermines 
regional stability. Minister No framed the drills as evidence of escalating confrontation 
and reaffirmed Pyongyang's “absolute mission” to safeguard national security, 

promising a robust counteraction in defense of the state’s sovereignty. 

This tough rhetoric comes amid unusually conciliatory signals from the South: Seoul 
recently postponed a significant portion of the drills, citing weather delays—moves 
widely seen as part of President Lee Jae‑Myung’s broader de-escalation strategy 
following his June inauguration. Notably, both Koreas initiated a symbolic rollback of 
psychological warfare tactics—South Korea dismantled its loudspeakers, and Seoul 
reported that the North began removing its own border loudspeakers. North Korea’s 
restrained tone in addressing the exercises—focusing on condemning the drills rather 
than issuing direct military threats—reflects a calibrated stance rather than outright 
aggression, raising questions about whether its hardline rhetoric masks a cautious 

openness to continued dialogue under constrained terms.  

Australia to Recognize Palestinian State at UNGA 

Australia will formally recognize the State of Palestine at the United Nations General 
Assembly in September 2025, according to Prime Minister Anthony Albanese. The 
move is intended to bolster momentum for a two-state solution, call for a ceasefire in 
Gaza, and support the release of hostages amid the ongoing humanitarian crisis. 
Recognition is conditioned upon assurances from the Palestinian Authority, including 
excluding Hamas from any future state structure, commitment to demilitarization, 
democratic governance, and recognition of Israel’s right to exist. Albanese emphasized 
this step aligns with shared international efforts, following similar announcements 
from France, the UK, and Canada, as part of a broader diplomatic push toward peace. 

Domestically and internationally, the decision has sparked mixed reactions. In Israel, 
Prime Minister Benjamin Netanyahu condemned it as rewarding terrorism, while the 
United States and U.S. voices also expressed criticism. Within Australia, opposition 
figures have argued the move breaks long-standing bipartisan policy and called for 
greater consultation. Some analysts question whether the Palestinian Authority—led 
by President Mahmoud Abbas, who has not held elections in years and whose control 
over Gaza remains tenuous—can fulfill the required commitments. Nonetheless, 
Albanese framed the recognition as more than symbolic—a platform enabling Australia 
to participate independently in reconstruction efforts in Gaza and pursue bilateral 
treaties with Palestinian authorities. 
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Chinese Vessels Collide Amid Escalation at Scarborough Shoal 

On August 11, 2025, a heightened confrontation unfolded near the disputed 
Scarborough Shoal (also known as Bajo de Masinloc/Huangyan Dao), where a rapid 
maneuver by a China Coast Guard cutter (CCG 3104) in pursuit of a Philippine Coast 
Guard vessel (BRP Suluan) resulted in a dramatic collision with a Chinese Navy 
Type‑052D destroyer (Guilin, hull number 164). Manila’s footage shows the coast 
guard craft executing a risky turn that apparently led to the collision, rendering the 
cutter “unseaworthy.” Philippine authorities characterized the incident as part of 
“hazardous” and “blocking actions” by Chinese vessels that endangered safety during 
a mission supplying fuel and ice to Filipino fishermen in the area. 

The Philippines swiftly condemned the maneuvers as “dangerous manoeuvres and 
unlawful interference,” stressing that the collision—between two Chinese ships—
underscores the escalating risk of miscalculations in the volatile maritime domain. 
Meanwhile, China’s coast guard defended its actions, stating it had “expelled” 
Philippine vessels from Scarborough Shoal in a “professional, standardised, legitimate 
and legal” operation, and later blamed the Philippines for provoking the incident. The 
unfolding standoff has intensified regional tension, prompting international scrutiny 
over maritime conduct and sovereignty assertions in contested waters. 

China Warns U.S. Destroyer Off Scarborough Shoal Amid High-Seas 
Collision 

On August 13, 2025, China’s People’s Liberation Army Southern Theatre Command 
publicly stated that it had tracked, monitored, and "drove away" the U.S. Navy 
destroyer USS Higgins after it entered disputed waters near Scarborough Shoal (also 
known locally as Huangyan Dao), designating the area as Chinese territorial waters and 
condemning the U.S. move as a breach of sovereignty and a threat to regional stability. 
It was the first U.S. naval operation in those waters in at least six years—a freedom of 
navigation operation (FONOP)—carried out shortly after China’s maritime forces 
forcibly expelled Philippine vessels amid a collision between a Chinese coast guard 

cutter and a PLA warship during a supply mission to Filipino fishermen.  

In response, the U.S. 7th Fleet flatly rejected China's characterization, calling it “false” 
and reaffirming that the USS Higgins' passage was lawful under international law and 
that the vessel departed the area voluntarily after completing its mission. The U.S. 
emphasized its commitment to defending navigational freedoms in the Indo‑Pacific, 
marking the encounter as part of a broader pattern of assertive Chinese maritime 
behavior. 
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U.S. and China Extend Tariff Truce by 90 Days, Averting Trade 
Escalation 

In a last-minute move on August 11, 2025, U.S. President Donald Trump signed an 
executive order extending the existing tariff truce with China for another 90 days. The 
extension delays the implementation of escalating duties—avoiding a surge to 
approximately 145% on Chinese goods and 125% on U.S. goods—thus maintaining 
current tariffs at roughly 30% for U.S. imports from China and 10% for Chinese imports 
from the U.S. This decision was mirrored by China's Commerce Ministry, which 
similarly postponed its planned retaliatory tariffs and extended restrictions delays on 
U.S. firms, signaling a shared interest in preserving economic stability in the near term. 

The truce extension arrives amid ongoing bilateral trade negotiations and ahead of the 
critical autumn retail season, offering businesses breathing space for stockpiling ahead 
of year-end demand. While Treasury Secretary Scott Bessent and other officials 
cautioned that sustaining such steep tariffs would be economically unsustainable, 
Trump continues to press for further Chinese concessions—ranging from expanded 
soybean purchases to reduced reliance on Russian oil—raising questions about the 
path toward a more durable agreement. Markets responded positively: European 
investors cheered the truce, with the STOXX 600 index climbing, albeit amid lingering 
doubts about long-term resolution. 

Lula and Xi Reinforce BRICS Unity Amid U.S. Trade Pressures 

Brazilian President Luiz Inácio Lula da Silva and Chinese President Xi Jinping held an 
hour-long phone conversation on August 11, 2025, reaffirming shared commitment to 
multilateralism and the strategic role of BRICS and the G20 amid mounting global 
tension. Lula emphasized engaging BRICS partners in responding to U.S. tariffs—which 
he framed as hostile to the group—and both leaders underscored the importance of 
defending multilateral institutions. They also expressed intent to deepen economic 
ties, with China offering support against what it described as “bullying behavior” in 
trade enforcement. Key areas of cooperation highlighted included agriculture, 
strategic alignment, and global governance, with Xi calling the current bilateral 
relationship “at their best in history.” 

The dialogue reflects a broader recalibration in Brazil’s foreign policy as Lula counters 
U.S. economic pressures with strengthened ties to China and the Global South. 
Agriculture has been central to the economic component of this alignment—China 
remains a major importer of Brazilian soybeans, and Brazilian coffee exporters have 
seen increased access to Chinese markets following U.S. tariffs. Beyond trade, both 
leaders signaled a shared vision for Global South cohesion, citing climate diplomacy 
(including Brazil’s upcoming COP30), resolution of the Ukraine crisis, and self-reliance 
as pillars of their cooperation strategy. 
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South Korea’s Former First Lady Kim Keon-hee Jailed Amid Expanding 
Graft Probe 

On August 12, 2025, a Seoul court issued an arrest warrant for former First Lady Kim 
Keon‑hee, citing credible risk that she might destroy evidence—ushering in the first-
ever imprisonment of a South Korean ex‑first lady. Special prosecutors have charged 
her with a series of serious offenses including stock fraud, bribery, and influence 
peddling, implicating a web of business figures, religious entities, and political brokers. 
Among the most striking allegations: failure to declare a luxury Van Cleef & Arpels 
pendant worth over 60 million won during a NATO summit, and acceptance of 
expensive Chanel bags and a diamond necklace in exchange for political favors—
accusations she denies. Kim joins her husband, ousted President Yoon Suk‑yeol, 
already behind bars as he stands trial for insurrection following a failed martial law 
declaration.  

Detained at the modern Seoul Nambu Detention Center, Kim is held under solitary 
conditions—with a sparse cell outfitted only with a floor mattress, a small table, and 
rationed daily access to communal facilities like showers and limited outdoor exercise 
time—reflecting the seriousness of her case and her high‑profile status. Reports also 
note she is in fragile health following her arrest, raising questions about her readiness 
for upcoming proceedings. Her imprisonment marks a dramatic fall for a woman once 
widely seen as the strategical power behind her husband’s rise—now front and center 
in an unprecedented legal and political reckoning. 

Putin and Kim Align Strategically Ahead of U.S.–Russia Summit 

Russian President Vladimir Putin held a phone conversation with North Korean leader 
Kim Jong un on August 12, 2025, reaffirming their deepening strategic partnership 
under last year’s comprehensive treaty. Putin lauded the “bravery, heroism and 
self‑sacrificing spirit” of North Korean troops who have fought alongside Russian forces 
in the Ukraine conflict—particularly in repelling a Ukrainian incursion into Russia's 
Kursk region. According to South Korean intelligence, North Korea has dispatched more 
than 10,000 soldiers to support Russia and is planning further deployments, including 
military construction and de-mining personnel. 

In addition, Putin shared details with Kim regarding his upcoming summit with U.S. 
President Donald Trump in Alaska, signaling coordination and transparency between 
Moscow and Pyongyang on their shared geopolitical outlook. Beyond the call, Russian 
State Duma Chairman Vyacheslav Volodin delivered Putin’s greetings in Pyongyang, 
underlining the symbolic commemoration of Korea’s liberation from Japanese rule and 
reinforcing the military alliance. Volodin praised Kim’s continued support in Ukraine 
and conveyed further gratitude from Moscow. 
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U.S. Human Rights Report on China Slimmed Down but Still Starkly 
Critical 

The U.S. State Department’s latest annual review of China's human rights record has 
been significantly shortened—clocking in at just 42 pages, less than half the length of 
recent editions. Despite the brevity, the report remains firm in its criticism, continuing 
to document serious abuses, particularly against Uyghurs and other Muslim minorities 
in regions like Xinjiang, where allegations of repression persist. This move to condense 
the report arises from an administrative push for a more “readable” and “objective” 

format.  

Critics warn that these changes substantially undermine the report’s credibility and the 
U.S.'s role as a global human rights advocate. Under Secretary of State Marco Rubio’s 
leadership, key issues such as LGBTQ+ persecution, gender-based violence, and 
corruption were either downplayed or omitted—especially in countries allied with the 
administration. At the same time, the report intensified criticism of nations like Brazil 
and South Africa, while softening language on partners such as Israel and El Salvador. 
Released without the customary high-profile launch and amid internal staffing 
shakeups, this streamlined version has sparked concern that the human rights tool has 
become politicized rather than principled.  

Chinese Fighter Jet Intercepts Philippine Aircraft over Scarborough 
Shoal 

During a patrol flight carrying journalists near the disputed Scarborough Shoal on 
August 13, 2025, a Chinese fighter jet intercepted a Philippine Coast Guard Cessna 
Caravan in a confrontational maneuver. The jet closed in to within approximately 200 
feet (61 meters) of the turboprop, flying above, behind, and alongside it over a tense 
20-minute span. Simultaneously, radio communications from Chinese naval vessels 
below—heard in the cockpit—demanded the Philippine aircraft "leave immediately." 
The interception comes on the heels of a recent collision between two Chinese vessels 
that occurred while attempting to block a Philippine resupply mission to local 
fishermen. U.S. warships USS Cincinnati and USS Higgins were also operating nearby, 
adding another layer to the multi-party standoff around the shoal. 

Scarborough Shoal sits approximately 200 km from the Philippines coast and lies within 
Manila's exclusive economic zone. Despite a 2016 international tribunal ruling 
invalidating China's sweeping claims to the South China Sea, Beijing continues 
maintaining active maritime and aerial operations in the area, including deploying 
coast guard, maritime militia, and military assets. The Philippine side strongly 
condemned the interception as reckless and unlawful, while no official comment has 
come from Chinese authorities as of yet. 

 

 

 



 

 

-9- 

China Sanctions Lithuanian Banks in Retaliation over EU Russia 
Sanctions 

In an escalating financial standoff, China has imposed counter‑sanctions on two 
Lithuanian banks—UAB Urbo Bankas and AB Mano Bankas—effectively prohibiting 
them from conducting any transactions or engaging in cooperation with Chinese 
individuals or entities. This move was announced by China’s Ministry of Commerce on 
August 13, 2025, and marks Beijing’s direct retaliation against the European Union's 
recent inclusion of two Chinese rural lenders—Heihe Rural Commercial Bank and 
Heilongjiang Suifenhe Rural Commercial Bank—in its sanctions list tied to Russia. 
China’s response came just four days after the EU’s action took effect on August 9. 

The retaliatory measure underscores the deepening strain in China–EU relations, 
particularly as Brussels pressures Beijing to help curtail Russian aggression in Ukraine. 
China framed the EU’s sanctions as “groundless” and harmful to longstanding 
economic and financial cooperation with the bloc, calling on the EU to "correct 
wrongdoings." Meanwhile, the EU has pushed back, labeling China’s sanctions as 
“unjustified” and largely symbolic—especially considering that the targeted Lithuanian 
banks have minimal or no operations in China and the restrictions are unlikely to 
impact their local-focused business models. 

President Lee Set for Strategic Summit in Tokyo Ahead of U.S. Visit 

South Korean President Lee Jae‑Myung is scheduled to visit Japan from August 23 to 
24 for a summit with Japanese Prime Minister Shigeru Ishiba, according to the South 
Korean presidential office. This will be their second formal meeting following an initial 
encounter at the G7 summit in Canada in June, where both leaders committed to 
deepening bilateral cooperation. The upcoming summit aims to enhance regional 
stability and bolster trilateral coordination with the United States, particularly essential 
amid rising geopolitical pressures and economic uncertainties. 

The timing of Lee’s Tokyo trip is sharply strategic—as it precedes his meeting with U.S. 
President Donald Trump on August 25, signaling coordinated diplomacy among the 
three U.S. allies. Amid historic tensions stemming from colonial grievances, Lee and 
Ishiba appear to be making pragmatic overtures: Lee, once skeptical of rapprochement, 
is now seeking to solidify ties in defense, trade, and regional security. The summit also 
arrives as both nations continue grappling with the implications of U.S. trade tariffs, 

elevating the importance of coordination across the Pacific. 
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U.S. Seeks Economic Collaboration with Pakistan in Minerals and 
Energy 

On Pakistan’s Independence Day (August 14, 2025), U.S. Secretary of State Marco 
Rubio announced Washington’s intentions to explore deeper economic cooperation 
with Islamabad in areas of critical minerals and hydrocarbons. This announcement 
builds on a recently signed U.S.–Pakistan trade deal, which Pakistan says will lower 
tariffs and attract American investment, particularly in strategic mining projects in 
Balochistan—such as the Reko Diq gold and copper site, one of the world’s largest 
reserves. Pakistan’s Commerce Minister, Jam Kamal, confirmed that Islamabad is 
prepared to offer U.S. firms lease grants and joint venture opportunities in the 
resource-rich province. Rubio emphasized that the U.S. values Pakistan’s engagement 
on both counterterrorism and trade, signaling an expanding scope of bilateral ties.  

This outreach marks a significant pivot in U.S. foreign economic strategy in South Asia, 
particularly after years of strained relations over Afghanistan and renewed U.S. 
alignment with India. By positioning Islamabad as a partner in securing critical 
resources, Washington is diversifying supply chains and balancing geopolitical 
interests, including minimizing dependence on strategic materials from China. 
Investors may view this as an opportunity to build supply resilience in both metals and 
energy sectors. However, challenges remain: the financial viability of resource projects 
like Reko Diq depends on complex infrastructure needs, provincial security conditions, 
and international financing—with Barrick Mining already seeking $3.5 billion from U.S. 
and global lenders to develop the mine. 

Pakistan Launches Army Rocket Force Command in Wake of May 
Conflict 

In a significant move to bolster its military readiness, Pakistan officially announced the 
creation of the Army Rocket Force Command (ARFC) on August 14, 2025, coinciding 
with Independence Day celebrations. Prime Minister Shehbaz Sharif unveiled this 
specialized missile oversight branch during a high-profile ceremony in Islamabad, 
describing it as "a milestone in strengthening the combat capability of the army" and 
emphasizing that it will be equipped with "modern technology". A senior security 
official noted that the ARFC will operate under its own command structure and focus 
exclusively on the deployment of missile capabilities in the event of a conventional 
conflict—a clear strategic signal directed at its perennial rival, India. 

This development marks a formalization of Pakistan’s approach to conventional missile 
strategy, reflecting a rapid recalibration following the intense military engagement 
with India in May. Analysts see the ARFC as a structural parallel to China's People's 
Liberation Army Rocket Force (PLARF), consolidating missile deployment capabilities 
under a unified and modernized command structure. The announcement underscores 
Islamabad’s intent to elevate deterrence posture and ensure more organized missile 

operations, particularly in an era of heightened strategic volatility. 
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China Chairs 10th Lancang-Mekong Cooperation Meeting Amid 
Regional Shifts 

China’s Foreign Minister Wang Yi is set to chair the 10th Lancang-Mekong Cooperation 
(LMC) Foreign Ministers’ Meeting in Anning, Yunnan, from August 14–15. The LMC 
brings together China, Cambodia, Laos, Myanmar, Thailand, and Vietnam under a 
framework of shared development, connectivity, and regional integration. This year’s 
session carries particular weight as it marks the 10th anniversary of the mechanism, 
with participants expected to review past achievements in infrastructure connectivity, 
cross-border trade, investment, and people-to-people exchanges, while also mapping 
future priorities. Chinese officials have framed the LMC as a platform for advancing the 
vision of a “community with a shared future,” underscoring both bilateral and 
multilateral cooperation in the Mekong subregion. 

The meeting comes at a time of heightened geopolitical and economic competition in 
Southeast Asia. China has positioned the LMC as a counterweight to U.S.-backed 
frameworks such as the Mekong-U.S. Partnership, emphasizing principles of equal 
consultation, inclusivity, and development-first cooperation. With the region facing 
pressures from protectionism, supply chain realignments, and security challenges, 
Beijing is expected to leverage the LMC to strengthen its role in regional connectivity 
and resource development while deepening ties with Mekong states. On the sidelines, 
a smaller group—China, Laos, Myanmar, and Thailand—will also convene informal 
discussions on cross-border crime and security concerns, adding a sharper strategic 
dimension to what has traditionally been an economic and developmental platform. 

China Advocates Thailand–Cambodia Reconciliation Amid Border 
Tensions 

At the Lancang–Mekong Cooperation Foreign Ministers’ Meeting in Yunnan, Chinese 
Foreign Minister Wang Yi called for renewed dialogue and reconciliation between 
Thailand and Cambodia regarding their escalating border dispute. China offered its 
mediation, urging both countries to restore mutual trust and rebuild friendship after a 
ceasefire was brokered in response to their worst clashes in over a decade. 

In a symbolic trilateral engagement with Thai and Cambodian counterparts, Wang Yi 
further called for a sustainable peace and proposed enhanced collaboration across key 
sectors—including agriculture, water resource management, environmental 
governance, and clean energy. He also underscored the need for strengthened law 
enforcement partnerships, judicial cooperation, and a platform for protecting citizens 
internationally, all aimed at stabilizing the region and preventing criminal spillover 
amid ongoing insecurity. 
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India–China Thaw Deepens as New Delhi Balances U.S. Frictions 

India and China are tentatively restoring economic ties through resumed border trade 
discussions after a five-year hiatus—a symbolic yet tangible sign of thaw following 
protracted tensions rooted in the 2020 border clashes. Talks now include reopening 
designated Himalayan crossings and easing trade barriers, as well as restoring direct 
flights—moves aimed at benefiting border communities and normalizing broader 
bilateral engagement. China has expressed readiness “to resume border trade,” while 
India’s foreign ministry highlighted ongoing coordination across "all designated trade 
points." These developments follow last year’s agreement on joint border patrolling 
and signal sustained diplomatic momentum amid deeper geopolitical currents. 

The diplomatic pivot is unfolding against the backdrop of renewed trade friction with 
the United States. President Trump’s recent move to impose a 50% tariff on Indian 
exports—blaming New Delhi’s sustained purchases of Russian oil—has unsettled Indo-
U.S. trade relations. Yet New Delhi emphasizes that its ties with Washington will 
continue based on mutual respect and shared strategic interest, with defense 
cooperation and U.S. arms purchases remaining on course. This nuanced positioning 
reflects India's broader diplomatic balancing act: navigating U.S. economic pressure 
while seeking to reengage with China to safeguard development and regional stability. 

Modi Champions Self-Reliance and Farmers at Independence Day 
Amid US Trade Strain 

On August 15, 2025, Indian PM Modi issued a strong call for national self-reliance, 
urging domestic production of critical goods—from fertilizers and EV batteries to jet 
engines—as part of the broader Atmanirbhar Bharat (“Self Reliant India”) initiative. 
Facing escalating trade tensions and punitive U.S. tariffs—recently raised by President 
Trump to 50% on Indian goods—Modi underscored his commitment to protect the 
interests of farmers, a politically pivotal constituency. He refrained from naming the 
U.S. directly but framed the tariff conflict as a broader rationale for strengthening local 
manufacturing and economic independence. He also announced reductions in Goods 
and Services Tax set to take effect in October to stimulate domestic consumption. A 
new defense system, unofficially dubbed “Sudarshan Chakra,” was unveiled to 
enhance India’s military capabilities following a brief conflict with Pakistan. 

Modi’s speech is a strategic blend of populism, protectionism, and industrial ambition, 
designed to rally domestic support ahead of mounting economic challenges. By 
emphasizing "vocal for local" and promoting Make in India, the prime minister aimed 
to divert attention from deteriorating ties with Washington and position India as an 
emerging self-reliant power. The GST cuts timed for Diwali season are expected to 
inject momentum into consumer spending, cushioning the fallout from export 
disruptions. Meanwhile, the suggestive deployment of a defense system inspired by 
Russia’s S‑400 underscores a dual approach: economic insulation paired with 
strengthened national security. 
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China Hosts Inaugural ‘Robot Olympics’ to Showcase Humanoid Tech 

China has launched the World Humanoid Robot Games, a three-day robotics 
competition in Beijing featuring 280 teams from 16 countries. Robots—designed by 
both universities (192 teams) and private enterprises (88 teams)—competed in sports 
like football, track and field, and table tennis, alongside robot-specific tasks such as 
medicine sorting, material handling, and cleaning services. Major Chinese robotics 
firms, including Unitree, Fourier, and Booster Robotics, took part, while the event 
reflects China's ambition to lead in AI and robotics amid its aging population challenges 

and intensifying tech competition with the U.S.  

Despite the high-tech presentation, robots repeatedly crashed, toppled, and even 
collided with one another during matches and races—yet many also demonstrated 
autonomous recovery, earning applause from spectators. Organizers stressed that 
such mishaps generate valuable development data to refine practical applications in 
factories and collaborative settings. With government backing—over $20 billion in 
subsidies and a planned 1 trillion yuan (~$137 billion) robotics fund—China aims to 
drive innovation through public engagement and iterative, real-world testing. 

Trump Says Xi Assured No Taiwan Invasion During His Presidency 

In a recent Fox News interview, U.S. President Donald Trump revealed that Chinese 
President Xi Jinping assured him that China would not invade Taiwan as long as Trump 
remains in office. Trump recounted Xi's assurance—“I will never do it as long as you're 
president”—and noted that Xi also emphasized China's patience regarding 
reunification goals. The remarks come ahead of Trump's scheduled talks with Russian 
President Vladimir Putin, underlining both the sensitivity and high-stakes nature of 

U.S.–China communication amid global tensions. 

The Chinese Embassy in Washington reiterated that Taiwan remains "the most 
important and sensitive issue" in bilateral relations. It urged the U.S. to uphold the 
One-China principle and respect the existing joint communiqués. Meanwhile, Taiwan’s 
ruling party echoed a familiar response: while grateful for international support, a 
senior lawmaker cautioned that ultimate security hinges on self-defense, not just 
external assurances. 
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Trump Pauses Tariffs on China’s Russian Oil Imports for Now 

At the conclusion of his summit with President Putin in Alaska, President Donald Trump 
announced that he will not impose immediate retaliatory tariffs on countries like China 
for importing Russian oil—a marked departure from his recent decision to penalize 
India for the same behavior. Trump suggested the issue might be revisited in “two or 
three weeks,” but for now, sees no pressing need to act. 

This pause comes as part of a broader shift in U.S. strategic posture following the 
summit, where Trump also emphasized moving directly toward a peace agreement in 
Ukraine rather than a ceasefire. Economists note that holding off on sanctions should 
help stabilize global oil markets, which have already reacted with modest price dips. 
For China, which continues to rely heavily on Russian energy, the delay avoids 
immediate economic shock and could preserve diplomatic flexibility in ongoing talks 
with Washington. 

Seoul Protests Japanese Officials’ Yasukuni Shrine Visit on WWII 
Anniversary 

On August 15, 2025—the 80th anniversary of Japan’s World War II surrender—South 
Korea publicly denounced the visit of Japanese officials to the controversial Yasukuni 
Shrine in Tokyo, describing the gesture as deeply disappointing. The shrine, which 
honors Japan’s war dead including Class-A war criminals, is widely viewed by South 
Korea and China as a symbol of militaristic aggression. Seoul’s foreign ministry 
emphasized that future bilateral relations should be grounded in Japan’s genuine 
remorse and sober reflection on its wartime legacy. 

The visit coincided with Prime Minister Shigeru Ishiba's expected summit with South 
Korean President Lee Jae Myung later this month. While Ishiba himself avoided the 
shrine—opting for a separate memorial ceremony—his cabinet member’s visit 
illustrates the enduring tensions between historical memory and geopolitical 
pragmatism. Seoul’s reaction highlights the delicate balance both nations must strike 
as they pursue enhanced security and economic cooperation amid unresolved 

historical grievances. 
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2. STATISTICS OF THE WEEK 
Asia Leads Industrial Robot Installations 

Asia continues to dominate the global industrial robotics market, accounting for 72 
percent of all newly deployed robots in 2023, according to the International Federation 
of Robotics (IFR). The region saw 382,000 new installations last year, a slight 5 percent 
decline from 2022, but still by far the largest share worldwide. China remained the 
primary driver, with 276,000 units installed—meaning that roughly every other 
industrial robot deployed globally was in China. Japan followed as the second-largest 
Asian market, installing more than 46,000 robots in 2023, though this represented a 9 
percent year-on-year drop. 

Globally, over 540,000 robots were installed in 2023, the second-highest figure on 
record, albeit 2 percent lower than 2022. Europe ranked as the second-largest market, 
with 92,000 new units (+8 percent), led by Germany’s 28,000 installations (+7 percent), 
followed by Italy (10,000, -9 percent) and France (6,000, -13 percent). In the Americas, 
the United States led with 37,000 new units (-5 percent), trailed by Mexico (~6,000, -3 
percent) and Canada (4,000, +37 percent). Together, China, Japan, the U.S., South 
Korea, and Germany accounted for 79 percent of global installations (420,000 units). 
The automotive (30 percent) and electronics (27 percent) sectors remained the top 
industries driving demand, followed by metal and machinery (8 percent), plastics and 
chemicals (7 percent), and food and beverage (4 percent). 

 
 

https://www.statista.com/chart/amp/32238/annual-installations-of-industrial-
robots/ 

  

https://www.statista.com/chart/amp/32238/annual-installations-of-industrial-robots/
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3. MAP OF THE WEEK 

Indo-Pacific’s Billion-Dollar Boom 

The Indo-Pacific has emerged as a powerhouse in the global corporate landscape, with 
1,643 billion-dollar companies in 2025, making up nearly 30 percent of the world’s 
total. This reflects the region’s rising economic clout, driven by rapid industrialization, 
technology leadership, and expanding consumer markets. 

China leads the region with 216 billion-dollar companies, anchored by tech, 
manufacturing, and financial giants. India follows closely with 348 firms, ranking third 
globally—a remarkable rise fueled by strong GDP growth, a booming digital economy, 
and deepening venture capital ecosystems. Japan remains a major hub with 404 large 
firms, while South Korea (78) and Australia (143) also stand out as key players. 

Southeast Asia is seeing its own corporate surge: Thailand (52), Vietnam (34), Malaysia 
(37), and Indonesia (36) highlight the region’s growing integration into global supply 
chains, particularly in electronics, energy, and consumer sectors. Meanwhile, Taiwan 

(77) continues to punch above its weight due to its dominance in semiconductors. 

Overall, the Indo-Pacific’s share of the world’s billion-dollar firms underscores the 
region’s central role in global trade, technology, and finance. As markets deepen and 
innovation accelerates, the Indo-Pacific is poised to further challenge North America 
and Europe as a hub for the world’s most valuable companies. 

 
 

Data Source: Bestbrokers  

https://www.bestbrokers.com/forex-brokers/the-nations-with-the-most-billion-dollar-companies-per-capita-in-2025/
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4. PHOTO OF THE WEEK 

Collision in Contested Waters 

On August 11, 2025, tensions in the South China Sea escalated dramatically after a 
collision between two Chinese vessels near the disputed Scarborough Shoal. The 
incident unfolded when a China Coast Guard cutter (CCG 3104), maneuvering 
aggressively in pursuit of the Philippine Coast Guard’s BRP Suluan, slammed into the 
Chinese Navy’s Type-052D destroyer Guilin. 

Images released by Manila show the cutter’s bow crushed, leaving it “unseaworthy.” 
Philippine officials said the near-misses and blocking tactics endangered the crew as 
they carried out a resupply mission for Filipino fishermen. They described China’s 
actions as “dangerous maneuvers and unlawful interference.” 

Beijing, however, defended its operation, claiming it had legitimately expelled 
Philippine vessels from the shoal and later accused Manila of provocation. The clash—
ironically involving two Chinese ships colliding with each other—highlights the 
precarious brinkmanship unfolding in contested waters, where any miscalculation risks 
spiraling into a wider crisis. 

The incident has drawn regional and global concern, reinforcing calls for clearer rules 
of engagement and restraint in one of the world’s most strategically sensitive maritime 
flashpoints. 

 
Source: SMCP  

https://www.scmp.com/news/china/diplomacy/article/3321473/chinese-ships-collide-during-clash-philippine-vessel-contested-scarborough-shoal
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5. INFOGRAPHIC OF THE WEEK 

US & China Extend Tariff Truce 

In a move aimed at easing economic tensions, the United States and China have agreed 
to extend their tariff truce for another 90 days, providing crucial breathing room for 
ongoing negotiations. Under the deal, both sides will maintain steep existing tariffs—
with the U.S. continuing its 30% duties on Chinese goods and China upholding its 10% 
tariffs on U.S. exports—but avoid imposing new levies while discussions continue. 

For Washington, President Donald Trump emphasized that China is “taking significant 
steps toward remedying non-reciprocal trade arrangements,” though he tempered 
expectations with the remark, “We’ll see what happens.” Beijing, meanwhile, has 
stressed the importance of keeping trade flows steady, framing the extension as not 
only an economic necessity but also a diplomatic signal. Leaders on both sides are 

working toward what could eventually become a broader framework agreement. 

While the truce is temporary, the stakes are long-term. Analysts suggest the next 90 
days will be pivotal in shaping the trajectory of U.S.-China economic relations—
potentially setting the tone for years to come. 

 

https://www.linkedin.com/posts/eurohub4sino_us-china-hit-pause-on-tariff-hikes-activity-

7360943197625229312-6wJG?utm   

  

https://www.linkedin.com/posts/eurohub4sino_us-china-hit-pause-on-tariff-hikes-activity-7360943197625229312-6wJG?utm
https://www.linkedin.com/posts/eurohub4sino_us-china-hit-pause-on-tariff-hikes-activity-7360943197625229312-6wJG?utm
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6. REGIONAL ALLIANCES 

China Chairs 10th Lancang-Mekong Cooperation Meeting Amid 
Regional Shifts 

From August 14–15, China will host the 10th Foreign Ministers’ Meeting of the 
Lancang‑Mekong Cooperation (LMC) in Anning, Yunnan—bringing together China, 
Cambodia, Laos, Myanmar, Thailand, and Vietnam. Marking a decade of 
institutionalized multilateralism, this session aims not only to review a decade of 
infrastructure, trade, and people-to-people achievements, but also to redefine 
regional priorities under the banner of a “community with a shared future.” 

A Decade of Development-Focused Integration 

Established in 2016, the LMC has steadily expanded its portfolio, delivering tangible 
cooperation across transportation, environmental governance, and capacity-
building—bolstered by a dedicated LMC Special Fund for small- and medium-sized 
initiatives. It fills a unique niche: an exclusive, riparian-based framework led by China 
without external mediation.  
While the LMC has produced visible integration gains, analysts caution that its success 
depends on deepening trust and transparency, especially in transboundary resource 
management. A lack of accessible hydrological data, for instance, has driven skepticism 
in downstream capitals, highlighting the persistent “trust deficit” over upstream dam 
operations. 

China’s Strategic Positioning amid U.S. Rivalry 

The 10th LMC occurs at a time of sharpened strategic competition in the Mekong. The 
U.S., through the Mekong–U.S. Partnership, promotes inclusive development, 
multilateral norms, and environmental sustainability. In response, China has 
emphasized the LMC’s principles of infrastructure-led growth, local ownership, and 
regional cohesion. Scholars interpret the LMC as part of Beijing’s broader institutional 
balancing strategy—asserting influence in Mekong governance while countering rival 
frameworks. Moreover, the Mekong is increasingly seen as a litmus test for China's 
broader development-security model, where economic commitments are now 
intertwined with new dimensions of security cooperation. 

Deepening Collaboration: Beyond Development to Security 

This year signals a notable expansion of the LMC’s remit—from infrastructure to non-
traditional security domains. China, during informal talks with Laos, Myanmar, and 
Thailand, spotlighted practical cooperation on cross-border crime prevention, law 
enforcement, and citizen protection. In addition, Wang Yi's mediation of the Thailand–
Cambodia border dispute emphasizes Beijing’s readiness to play a stabilizing role—
lending diplomatic credit and reinforcing its role as a regional security broker. 
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Conclusion 

As the Lancang-Mekong Cooperation enters its second decade, it stands at a 
transformative crossroads. While it was born as an economic and connectivity-focused 
institution, it is now evolving into a strategic tool for regional stability, agility, and 
alignment amid great-power competition. China’s dual emphasis on development and 
security, paired with multilateral engagement, strengthens its influence—but also 
challenges Mekong countries to maintain autonomy in their foreign and growth 
agendas. The LMC’s trajectory this year will be a key bellwether for Southeast Asia’s 
shifting dynamics and its response to the broader U.S.–China rivalry. 
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7. ANALYSIS 

Rising Flashpoints at Scarborough Shoal 
The past week has seen a series of dangerous escalations at Scarborough Shoal—a 
disputed reef claimed by both China and the Philippines. What began as a collision 
between Chinese vessels during an operation against Philippine resupply missions has 
expanded into a broader trilateral confrontation involving U.S. freedom of navigation 
operations (FONOPs) and close-range Chinese aerial interceptions of Philippine 
aircraft. These incidents underscore the volatile nexus of sovereignty, law, and military 
signaling in one of the South China Sea’s most contested spaces. 

Chinese Vessels Collide: Miscalculation in Maritime Pressure 

On August 11, 2025, a Chinese Coast Guard cutter collided with a PLA Navy destroyer 
while chasing the Philippine vessel BRP Suluan. Ironically, the damage fell not on 
Manila’s assets but on Beijing’s own, revealing the operational risks of high-intensity 
maritime shadowing. 

The Philippines denounced the encounter as proof of “hazardous” tactics and a blatant 
violation of maritime safety norms. Experts note that this episode reflects a wider 
Chinese strategy of using grey-zone coercion—non-lethal but aggressive maneuvers 
intended to enforce sovereignty without triggering full-scale conflict. However, the fact 
that two Chinese vessels collided highlights how quickly coercion can spiral into costly 
miscalculations, a theme echoed by analysts at the Asia Maritime Transparency 
Initiative (AMTI), who have tracked escalating risks in high-density encounters around 
disputed shoals. 

U.S. Freedom of Navigation and the Expanding Strategic Arena 

The collision provided the backdrop for a U.S. intervention: on August 13, the USS 
Higgins conducted a rare FONOP near Scarborough, the first in over six years. China’s 
Southern Theatre Command declared it had expelled the destroyer, branding the 
action a sovereignty violation. The U.S. 7th Fleet countered that the operation was 
lawful under UNCLOS principles of freedom of navigation and a necessary pushback 
against excessive maritime claims. 

Strategically, this exchange illustrates a pattern of legal contestation and signaling. 
Washington’s naval presence reinforces alliances and reaffirms the 2016 arbitral ruling, 
which found China’s claims incompatible with international law. Beijing, in turn, seeks 
to normalize its jurisdictional claims by labeling FONOPs as intrusions. The timing—
immediately after Chinese forces clashed with Philippine vessels—also suggests 
Washington’s intent to link defense of navigational rights with support for Manila, 
sharpening the U.S.–China rivalry in the South China Sea. 

Chinese Aerial Interception: Expanding Escalation to the Skies 

The maritime crisis was mirrored in the skies when a Chinese fighter jet intercepted a 
Philippine Coast Guard aircraft carrying journalists. Flying within 200 feet, the jet’s 
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aggressive maneuvers risked collision and mirrored prior unsafe intercept patterns 
observed in encounters with U.S. aircraft over the South China Sea. 

For Manila, this episode is particularly troubling: not only does it threaten civilian 
personnel, but it also signals China’s willingness to extend coercive pressure beyond 
the sea to airspace control. Analysts warn that such confrontations risk triggering 
broader crises, especially when U.S. warships and surveillance aircraft operate nearby. 
The interception underscores Beijing’s effort to establish a de facto air defense posture 
around Scarborough Shoal, even in the absence of declared Air Defense Identification 
Zones (ADIZ). 

Conclusion: A Precarious Balance of Power 

The collision, FONOP, and aerial interception reveal how Scarborough Shoal has 
become a microcosm of regional contestation: Manila struggling to assert its EEZ rights, 
Beijing pressing expansive claims through maritime and aerial control, and Washington 
reinforcing international law through presence operations. 

While none of the parties appear to seek outright conflict, the combination of grey-
zone coercion, military signaling, and great-power rivalry significantly heightens the 
risk of unintended escalation. Scarborough’s geographic proximity to the Philippines, 
its symbolic resonance for China, and its role as a litmus test for U.S. credibility in the 
Indo-Pacific ensure it will remain a flashpoint. Managing these tensions will require not 
only deterrence and presence, but also renewed efforts in crisis communication and 
rules of encounter, lest the South China Sea slide from contestation into confrontation. 
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