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#5—1 FiEHNSREFT—RLREL-BEHEL—H

EEn s | BEA |BEOa | BEOD | BEDa | BEDb | PPP
BL—b |[BL—H| P | BA—E | H-FE | H-FE
1977 1.803 1.803 1.803 1.803 1.803 1.803 1.803
1978 2.300 2319 2.598 2.318 2.265 2.328 2.286
1979 2.209 2.008 2.384 2.003 1.934 2.552 2742
1980 2879 1.272 1.570 1.263 1.234 2.057 3.132
1981 3.088 1.381 1.805 1.372 1.334 2.047 3.566
1982 2.835 1.646 2.229 1.638 1574 2.257 3.0912
1983 3.266 2.096 2.959 2.097 1.985 2.495 4259
1984 3.393 2.331 3.687 2.341 21863 2.539 4.442
1985 3.647 3.802 6.089 3.922 3.437 2.831 4728
1986 5231 4.592 7.782 4625 4013 3.484 5.096
1987 5.687 6.073 10.580 6.129 5070 4380 5583
1988 5.708 6.094 13.091 7.060 5.584 5154 6.400
1989 4.867 7.866 14.784 8.036 6.410 6.182 7.568
1990 4.888 10.861 | 21.853 | 10.959 8.216 6.062 8.632
1991 5.444 12.083 | 26.450 | 12195 8.939 6.482 9.763
1992 6.164 12.759 1 29628 | 12.878 9.608 7.318 11.152
1983 7218 13592 | 34.750 | 13.721 10.154 1814 12.351
1994 7.861 16.913 | 47.322 | 17.064 | 11.4786 8.931 13.984
1995 8.200 18.184 | 55458 | 18.353 | 11.639 9.067 14.879

)
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#£5—2 HNEBEHHBL-FOEILEE

NEBOY—R
75-80 B0-85 85-90  90-95
B#EaEEL—- 3.26% 2236% 2052% 10.31%
AEOESHEE 18.84%  8.24% 12.04% 10.89%

mMEOFEEEEEE 298% -0.19% -1.97% -4.40%
HMEORMEEEERE | -255% 1002% -224%  6.10%

WE DS &g E -387% -1.86% -11.96% 1.84%
2YBRADr—A
75-80 80-85 85-90  90-95
HEsEEL— 7.18%  6.28% 10.28%  17.43%
AEOBEEHRE 745%  1.24%  1.39%  6.13%

FEOF#EEMEE 1.82% -155% -0.20%  5.28%
TEO R AEESEE 790% -0.15% 1265%  30.49%
HMEOX S &EHE -352% -085% -3.12% -2.36%

#®5—3 RGN EEET—ELRELEZA2/HEHL—

EREDA | WES | FA4Da | 24Db | BEDa BARDOD| PPP
BL—k | BL—k| M—5F | B—F | B—F | H—F
1986 | 0.1561 | 0.1561 | 0.1561 | 0.1561 | 0.1561 | 0.1561 | 0.1561
1987 | 01778 | 0.2020 | 0.1922 | 0.2033 | 0.1953 | 0.1872 | 0.1600
1988 | 01974 | 0.1831 | 0.2135 | 0.1852 | 0.1678 | 0.1580 | 0.1531
1989 | 0.1863 | 0.2059 | 0.2342 | 0.2089 | 0.1838 | 0.1650 | 0.1548
1990 | 01767 | 0.1956 | 0.2780 | 0.1994 | 0.1676 | 0.1424 | 0.1695
1991 | 01894 | 0.2388 | 0.3381 | 0.2445 | 0.1947 | 0.1607 | 0.1820
1992 | 0.2006 | 0.3332 | 0.4175 | 03414 | 0.2679 | 0.2139 | 0.2069
1993 | 02277 | 035680 | 04971 | 03773 | 0.2863 | 0.2252 | 0.2248
1904 | 02461 | 04520 | 0.6573 | 04626 | 0.2871 | 0.2500 j 0.2327
1995 | 02649 | 0.4676 | 0.7410 | 0.4777 | 0.2696 | 0.2386 | 0.2304

3)
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#£5—4 HREAEEECT—RERELKEEEL—

EROL | HESs | BEOa | BEOL | XKEO | XEO PPP
HL—h [BL—k| B—% | B—%F |UCL—E| UCM—ZE '

1877 484.0 4840 4840 | 4840 484.0 484.0 484.0

1978 484.0 520.9 560.5 516.3 530.5 5425 5976

1879 484.0 633.8 702.7 607.7 658.0 697.9 708.1

1980 607.4 9135 | 10045 | 825.2 880.0 1075.4 8004

1981 681.0 9988 | 11429 | 9155 | 10823 1257.1 8753

1982 7311 10266 | 11765 | 9726 | 11465 1318.2 944.1

1983 775.8 9725 | 1160.2 | 9789 | 10780 1267.5 1020.3
1984 806.0 8826 | 11352 | 9406 973.1 1178.3 1060.5
1985 8700 8530 | 1117.9 | 9601 948.6 1156.3 11223
1986 8815 7829 | 11183 | 8915 | B76.5 1043.8 1201.1
1987 . 822.6 7699 | 11626 | 9121 860.7 1028.1 1317.2
1988 71315 7136 | 1208.0 | 860.0 795.5 989.4 1531.6
1989 671.5 8204 | 14164 | 9509 919.1 1155.2 1862.2
1980 7078 8740 | 1639.0 | 1009.2 | 9819 1246.2 2166.1
1991 7334 9268 | 18783 | 10691 | 10417 13354 2450.3
1992 780.7 10101 | 21842 | 1159.2 | 11284 14513 27675
1993 802.7 1023.0 | 23889 | 11771 | 1129.6 1507.5 2992.1
1994 803.5 10775 | 27461 | 12268 | 11787 1609.6 3365.5
1995 7713 1084.2 | 29728 | 12384 | 11664 1690.4 3608.5
1096 8045 1125.6 | 33107 | 13086 | 12069 1777.3 3918.9

) ‘
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#5—5 FRMBLHEL—FOELER

1) RBEOy—R
75-80 80-85  85-80  90-95
B AEL—+ 18.14% —-137%  0.49%  4.31%
AEOH#MI=YrIANEE 1465%  4.96%  875%  7.33%
BEOEBHE L, RNMNEE 2163% -6.76% -23.27%  5.20%
FAEOXBEHEE 450%  2.06% -14.85%  2.96%
2YKBALDIr—2R
75-80 80-85 85-90  90-95
MEsEL—H 1447% -6.21% -7.98%  0.43%
FAEROF#HL-—YAANMEE 5.34%  4.60% —249%  6.61%
HMEORHMEI=VRaRMEE 1486% -7.05% -8.15% -0.37%
WEOX B EHIEE 484%  307% -6.01% —1.25%

B5—6 FMEMNBEETRLFEEL K2 HHL—H

REOA | %A | 21 Da | 24Ob | KED | KED | PPP
BL—+ |BL—k| B—%F | AA—F [UCL—5E;UCM—E
1986 26.299 | 26.209 | 26.299 | 26.299 | 26.299 | 26.209 | 26.299
1987 25723 | 23.843 | 23.789 | 25.169 | 23.808 | 23.880 | 26.947
1988 25294 | 21.800 | 21.945 | 24.184 | 21.877 | 22,641 | 26.203
1989 25702 | 19.873 | 20.002 | 22.8995 | 20.090 | 21.081 | 27.231
1990 25585 | 20.801 | 21.156 | 24970 | 21.174 | 22444 | 30415
1991 25517 | 22.987 | 23.375 | 28.367 | 23442 | 24924 | 32.702
1992 25400 | 22022 | 22330 | 27602 | 22395 | 23902 | 36.721
1993 25319 | 21720 | 22.149 | 27464 | 21.896 | 23.935 | 38.946
1994 95150 | 21.036 { 21579 | 26579 | 21.030 | 23.483 | 40044
1995 24915 | 21267 | 21.892 | 26615 | 21.258 | 24629 39.950

3
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Asian Currency Crisis and Equilibrium Exchange Rate
by Tsutomu Miyagawa{The Japan Development Bank)
& Hideki Toya( Lecturer, Nagoya City University)

Abstract

Starting from the initial depreciation of baht in July 1997, most Asian countries,
such as Thailand, Malaysia, Indonesia, the Philippines, Taiwan, Singapore, and Korea
have experienced rapid depreciation of their currencies: this has been called “Asian
Currency Crisis”. There have been many arguments and discussions in the efforts to
find the causes of this crisis. Some arguments emphasized that the crisis was triggered
by speculative capital movement, while others emphasize that it reflected the
fundamentals in these countries. However, most of them are subjective views rather
than being based on empirical analysis of objective economic indicators.

In our paper, we examine the causes of the currency crisis in Korea and Thailand
empirically. First, we estimate the long-run equilibrium exchange rate of won-yen, baht-
yen, won-dollar, and baht-dollar for the periods of 1971-1995 defined by Yoshikawa
(1990). His definition focuses on how supply-side real factors in addition to monetary
factors, determine the long—run movement of the exchange rate. Comparing actual
exchange rates with estimated equilibrium exchange rates, we can look for the sources
of the recent huge depreciation of won and baht. If the movements of actual exchange
rates and estimated equilibrium exchange rates are close, we can infer that the currency
crisis comes from fundamental factors such as wage rates or productivity. If actual
exchange rates diverge from equilibrium exchange rates, the currency crisis may reflect
speculative capital movement.

Our main results are as follows. For the won-yen and baht-yen exchange rates, the
movements of actual exchange rates and estimated equilibrium exchange rates were
similar until the late 80’s at least. From 1990 onwards, the actual exchange rates, both
won-yen and baht-yen, were more overvalued than their respective equilibrium
exchange rates, respectively. Hence the rapid depreciation of won and baht to yen in
1997 is considered as a transitional process in which the actual exchange rates are
converging to the equilibrium exchange rate. In the case of the won-yen rates,
differences in increasing rates in wages between Korea and Japan rates induced the
devaluation of the equilibrium exchange rates in terms of won. In the case of the baht-
yen rates,- not only differences in wage rates but also differences in productivity induced
the devaluation of equilibrium exchange rates in terms of baht.

For the won-dollar and baht-doliar exchange rates, the movements of actual exchange
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rates and estimated equilibrium exchange rates were almost similar until 1995. However,
from 1996, these currencies obviously “over-depreciated” compared with past
equilibrium exchange rates. This implies that one important determinant of the rapid
depreciation of the won and baht to the dollar has been speculative capital movement.
However, difficulty in measuring progress in the service industry, which is the most
important and leading industry in the United States in particular, may lead to
underestimating the equilibrium exchange rate. This could be another possible reason
for the large discrepancy between actual rates and equilibrium rates since 1995.

Cdrrespondence: Tsutomu Miyagawa
TEL: 81-52-231-9549
E-mail: tsmiyag@ijdb.go.ip
Hideki Toya
TEL: 81-52-872-5737
E-mail: foyaf@econ.nagoya-cu.ac.jp
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