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Abstract

ThlSPaperCOnSldersacausalltyrelatlonshlPfromtheglobalImbalancestotheglobalnnanclalcr]sIS

andasymmetrICreactionsOfEastAs]amcurrencleStOtheglobalfinanclalcrlsISlnaddlt10n,ltlSPOlnted

outthatreglOnalmonetarycoordlnatlOnlSnecessaryforstabllltyOflntra-reglOnalexchangerates

amongEastAs1anCup-enCleSTtcollSlderswhatweshoulddofortheregIOnalmonetarycoordlnatlOnln

EastAs】a

JELClass)負catlOnF3I,F32,F33

KeywordsGlobalImbalances,globalflnanClalcrlSIS,EastAslanCurrenCleS,reg10nalmonetary

coordlnatlOn

1 Introduction

GlobalImbalanceshavebeenlnCreaSlngln2000SRelatedwlthespeclallythelnCreaSlngCurrentaccount

deBcltSOftheUnltedStatesfrom2003to2006,ahouslngInvestmentsboom,whlChwasamajorfactorofthe

currentaccountde丘cltlntheyears,Causedthecurrentgloba一GnanclaEcrlSISBoththeglobalImbalancesandthe

global丘nanclalcrlSIShaveaffectedEastAs]ancurrellCleSaSWellastheUSdollarandEuropeancurrencleS

ThISPaperCOnSldersacausalltyrelat10nShlpfromthegloballmbalancestotheglobalflnanClalcrlSISand

asymmetrlCreaCtlOnSOfEastAsIanCurrenCleStOtheglobalfinanclalcrlSISlnaddlt10n,ltlSPOlntedoutthat

regionalmonetarycoordlnat10nlSnecessaryforstabllltyOflntra-regionalexchangeratesamongEastAslan

currencleSItconsJderswhatweshoulddoflOrthereglOnalmonetarycoordlnat10nlnEastAsla

FmalverslOnaccepted2August2009

千ThisPaperlSareVISedvers.onoFthe2008JSIE-KoJlmaKyoshlPrlZeLectureatthe67thAnnualMeetH1gOFtheJapan

SocletyOflnternatlOnalEconomlCSheldatUnlVerSltyOfHyogoonOctoberI2,2008

辛GraduateSchoolofCommerceandManagement,HltOtSubashlUnlVerSltyE-mallogawae]Jl@srvcch)t-uacJP

3



EljlOgawaGloballmbalancesaJldEastAslanCulreTICleS

2 G10balImbalances

GlobalImbalances,whichmeanscurrentaccountImbalancesacrosstheworld,hasbeenwldenlngln20005

TheglobalImbalancesIncludemajorcurrentImbalanceslntheUnltedStates,EastAsla,andol1-exportlng

countrleSFigure1focusesoncurrentaccountlmbalances(lntermsOfGDP)flOrtheUnltedStatesandEastAsla

(ASEAN5+3(Chlna,Japan,andKorea))toshowevldencethatthemovementslnthecurrentaccountde丘cltOf

theUnltedStateshavebeensymmeLrlCalwlththoselnthecurrentaccountsurplusesofJapanandEastAsla

ThecurrentaccountdeflcltOFtheUnltedStateshasbeenlnCreaSlngS】nCelatelnthe1990sCausesofthe

IncreaselnthecurrentaccountdeficithavebeenchanglngOvertlme.Themcreaseofthecurrentaccountdeficit

latelnthe1990swasattributedtoIncrease)nInvestmentsCausedbythelTboon10rthelTbubbleThecurrent

accountdeAcltkeptlnCreaSlngevenafterthelTbubbleburstThefiscaldeflCltSWhlChgavest】rnulustotheUS

economyIncreasedthecurrentaccountdeficltearlylnthe2000sbecausetheIncreaselnもscalde丘cltSexceeded

thedecreaselnlnVeStmentSlntheUnltedStatesEasyTTIOnetaryPOllCyaSWellasthefiscalde丘cltSStartedthe

houslngboomandthenthehouslngbubbleAtthestage,subprlmemortgagesandsubprlmeTTIOrtgagebacked

securltleShaveanImportantrolelnaCCeLeratlLlgthehouslngboomandbubble,whlChappearedasthesubprlrne

mortgageproblem Comblnat)OnthelnCreaSlnghouslngInvestmentsandthehscatdeficltSIncreasedthecurrent

accountdeficltfrom2003to2006

ThefactthatthecurrentaccountdeficltOftheUnltedStateswlthEastAslalSthemostrapldlygrowlng

CurrentAccounuGDP
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componentofthecurrentaccountde丘cltSmaylndlCate,however,thatAslancurrentaccountsurplusesarean

alterT)atJVeCause Jndeed,therTglobalsavlnggltJt''explanatlOnexpoundedbyBernanke(2005)Seeksthecause

ofcurrentaccountdeficltSOutSldetheUnltedStates.ThlSargumentVleWStheexcesssavlngOfAs1allCOuntrleS,

duetoLTICreaSedsavLngandcollapsedInvestmentlntheaftermathof(heanaTlClalcrlSIS,aSthecauseofcurrent

accountdeac)tsoftheUn)tedStates

Moreover,CurrentaccountsurplusesLnOL1-exportlngCOuntrleSIncreasedlnaSltuatlOnOrlnCreaSlng011prlCe

ThecurrentaccountsurpluseshadatendencytohavenotonlydlreetflowstotheUnltedSLaLesbutalsolndlreCt

flowsv]afinanc)allnStltutlOnSlnEurope,especJallylnClty,LondonThefinanclallnStltut10nShave)Tladeglobal

fhlanClallntermedlatlOnbetweentheollexportlngCOuntrleSandtheUnltedStatesTnotherwords,thefinanclal

)nstltutlOnSmEuropeInvestedlnthesubprlTTlemortgagebackedsecuTltleSandthere)atedCredltDefaultSwaps

(CDS)lnthesltuation,thesubprLmemortgageproblemhasaffTectednoton]y丘nancla)lnSt血tlOnSlntheUnited

StatesbutalsothoselnEurope

3 StJStainabilityoftheUSCurrerLtAccountDeficit

Manyresearchers(Mann(2002))LnVeStlgaLedsustalnabllLtyOfthecLlrTentaccountdeLIcltlntheUnttedStates

Amongthem,OgawaandKudo(2007a)explalnedunsustalnablecurrelltaccountdeRcltlntheUnltedStates

Methods(un)trootandcolntegrat】Ontests)ofBohn(1995)andAhmedandRogers(1995)wereusedlnOrder

toderlVethenecessaryandsuFIClentCOndltlOIISfわrsustalnablecurrelltaccountdeflcltThesustalnabll)tyof

thecurrentaccountdeGcltlntheUnltedStateswasempLrlCaHyanalyzedfromaperspectlVebasedondornestlC

lnVeStrnent-SaVlngre)atLOnShlPOrlntemat10nalcap)tatf)OwsasweHasLntemationaltradeflowsaccordmgto

Mann(2002)AccordlngtOMann(2002),lVelnVeStlgatedwhetherthecurrentaccountdeGcLtissustalnablelnthe

senseoftheexternaldebtsolvency,glvenouremplrlCalana)ysISdur)ngthesampleperlodthatcoversfromthe

firstquarterOr1960tothefourthquarteror2002

TheresultsshowthatthecurrentaccountdeficltOftheUnltedStatesISunSuStalnablefromvLe､VPOlntSOf

tntematlOnaltradeRows,domestlcsavlng-Investmentbalance,andlnternatlOnaLcapltalflowsOntheotherhand,

whenweconductcolntegrattOntestsforaconlblnatlOnOfthecurrentaccountdeficltandthefinanclalbalance,we

fbundthattherelSaCOtntegratlngrelatJOnShLPlnthecomblnatlOnWhlChlnCludesthecurrentaccountdeもcitand

theportfol10Investmentbalancelt)mpl)esthatthecurrentaccountdeficl=ntheUnltedStateshasbeenGnanced

bytheportf0110InvestmentfromforeLgnCOuntrleStOkeepatota)orthebalanceofpaymentslntheUnltedStates

tohavealong-runstableconvergencetoalevellnotherwords,theunsustalnablecurrentaccountdeficLtlnthe

UnltedStateslsstablytinancedbythecapltaLlnJlowsfromfbrelgnCOuntrLeS.
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4 ExchangeRateAdjustmentsforReducingtheGlobalImbalances

OgawaandKudo(2007b)andOgawaandTwatsubo(2008,2009)usedVectorAutoregressIVe(VAR)Or

strtlcturalVARmodelstolnVeStlgatehowlmpaCtdepreclatLOnOftheUSdollarWouldglVeOnthecurrentaccount

)mba)anceslntheUnltedStatesandeachofEastAslancountTleSandhowmuchdepreclatlOnOrtheUSdollarlS

neededtoreducethecurrentaccountImbalancestoapermlsslblelevel

0gawaandKudo(2007b)ShowedthataslgmficantdepreclatlOnOftheUSdollarlSnecessarylnOrderto

reducethecurrentaccountdeBcltSWeobtalnedtherobustrestlltsthatthecurrentaccounthardlyresponsesto

theexchangerateshockfrolrLboththevleWSOflnternatLOnaltradeandthevLeWOfdomestlCSaVLng-lnVeStment

ba)anceAccordingly,asharpdepreclatlOnOftheUSdollarlSnecessarylnOrdertoreducetheUScurrentaccount

de負CltStOapermlSSlblelevel

OgawaandllVatSubo(2008)1nVeStlgatedhownluChreallgnmentOfcurrencleSISneededforadJuStnlentStO

thecurrentaccourltImbalancesofJapancomparedwlththoseorEastAslaaSaWhole,glVentheproductlOnS

networkslnEastAslaTheanalytlCalresLllts(TableI)ShowedthatthelargereallgnmentSOftheJapalleSeyen

andotherEastAslanCurrenCleSareneededlrtheadJuStmentSareCOmPJetedwtthonlyexchangeratesWealso

foundthatthedegreeoftheexchangerateadJuSnlentSOfEastAsLaaSaWholelSSmallerthanthatofJapanonly

Coulltry/reg]On Japan EastAsiaexcludingJapan EastAsiaitーC)udingJap

anModels ModelJl l ModelJ2 ModclEAl l ModeLEA2 Mo

delEA3Responsesto1%appreciationdu

ring50Q2.56% 10.48% I8.52%

31.4% 6.79%ReducedCAsurp

lusNecessaryduring50qfoーreducedCAsu叩lus 22.3%

28.7% 24,2% 17.4% l5.6%AnalyI

lCalperlOd1991qllo2006q4ModelJlfour-varlableVARmodelwhlChIncludestherealeffectlVeexchangerateoftheJapan

eseyen,aratlOOfJapanesecurreLllaccounttoGOP,JapanesereallntereStrate,a

tldJapaneseGDPgrowthrateModelJ2four-varlableVARmodellVhlChtncludestherealefrecllVeexchangerateoftheJapaTle

Seyen,aral100fJapa】1eSecurrentaccounttoGDP,aratl00foulwardFDItodomestlcmvestlTlentS,aTldaT-atlOOf]11CO

meaCCOunHOCurrentaCCOul】tModelsEA1andEA3fo一】r-VarlableVARmodelWhlChtncEudestherealexchangerateofthewe

lghtedaverageorEastAslancurTer)CleSlntermsOfacurrencybasketoftheUSdollaTandtheeuro,aral】00fEastAslanCLlrTe

ntaccounttOGDP,EastAslalreal1ntCreSlrate,andEastAs1anGDPgrowthrateModelEA2four-varlableVARmode)WhlChInc

ludestherealexchange一ateofttleWelghtedaverageofEastAslanCurrenCLeS【oacurl-enCybasketof【heUSdollarandtheeuro,a
ratlOOfEastAstancurrentaccountloGDP,arat100rlnWardFDTtodomestlClnVeStrnentSlnEastAsla,andaratEOOflnCOneaCCOunHoc

tlrrel1taccountLnEastAstaSourc

eOgaWaandIlvalsubo(2008)Tab)e1 Exchangeratea句uslmenttocurre
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Moreover,WelnVeStlgatedwhytheadJuStmentbecomesmoredLfhcultlfwerelyonlyontheexchangeratesln

JapanWefoundthatJapaneseoutwardFDIhasIncreasedIndependentlywlththeexchangerateandthataratlO

ofIncomeaccounttOCurrentaccounthasmcreasedduetotheFDIThefindlngSlmPlythattheJapaneseeconomy

hasanlnCreaSIngStructura一PartOftheJapanesecurrentaccountwlllChdoesnotrespoLldtotheexchangerate

movement

5 ScenariosofExchangeRateAdjustments

BasedontheresultsofslmulatlOnanalysIS(OgawaandIwatsubo(2008)),WecanconsldersomescenarlOSOf

theUSdollardepreclatlOn

Thefirstscenario1SbasedontheresultsofslmulatlOnanaLysls(OgawaandTwatsubo(2008))IllSassumed

thatthecurrentflSCatde丘C)toflheUnltedStatestn20081SunchangedLnaSltuatlOnbeforetheglobatもnanclal

crLSISlntheslmutatlOnanalystsTtmeansthatconsumpt】onand)nvestmentsoftheUSprlVateSectoraSWellas

the爺scalde爪CltareunchangedtntheBrstscenano,about20%ofappreclatl0nOftheJapaneseyenand16%of

appreclat]OnOfEastAslanCurrenCleSareneededtoreduce2%polntSOfcurrentaccountsurplusofJapanand

EastAsla

Thesecondscenar10CanbeconslderedunderanassumptIOnthatthesubprlmemortgageProblemreduces

housmglnVeStmentS,COnSumPtlOn,andInvestmentslnplantsandequlpmentSThereductlOnWOu]dreduces

thecurrentaccountdefic)tsand,lnturn,COntnbutetosmallerdeprecLat)OnOftheUSdollarOnonehand,the

fmanclalcnsLSlntheUnltedStatesISCOnSlderedtolosecredlblLltyOftheUSdoHarTtwouldcausealarger

depreclat10nOftheUSdollarltlSregardedasthethlrdscenarlOLastly,ltCanbeconsideredasthefourth

scenamoForthemoment,theUSdollarkeepsatthecurrentlevelwhl】etheeuroandthester)]ngpoundhave

depreclatedagalnSHheUSdoHarverymuchIncreaseln汽scaldeflcitsoFtheUSgovemmentfrom3%ofGDPln

FY2008to12%ofGDPlnFY2009mlghtcauseaslgn捕cantdepreclatlOnOFtheUSdol一arandaharder-]andlng

lnthelongrun

6 AsymmetricResponsesOfEastAsianCurrencies

TheglobalfmanclalcrlSIShasaffectedmanycurrencleSEspeC]ally,theeuroalldthesterllngPOundhave

beens】gnl汽CantlydepreclatedslnCeSummerln2008WecanfhdthatsomeEastAsIanCurrenC)eShavemadea

slgn)もcantdeprectatl0ntlketheEuropeancurrencleSWhenwelookatEastAslanCurrenCleSTheresponseofEast

As1anCurrenCleSreneCtSlndevlatlOnmeaSurementSOfeachEastAs1anCurrencybasedonanAslanMonetary

Unlt(AMU),thatls,awelghtedaverageofEastAslanCurrenCleS

WhentheAMUISCalculated,theEastAslarlCurrenCleSIncludeASEANIO+3(Chlna,Japan,andKorea)

CurrencleSThewelghtofeachcurrencylnthebasketlSbasedonboththecountrleSlrespectJVeSharesofGDP

7
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measuredatPurchaslngPowerParlty(PPP),andtradevolumes(thesumofexportsandImports))nthetotal

orsampledcountriesflOrtherelevantcountry.ThecountrleSIsharesofGopmeasuredatPPPandthelrtrade

volumesarecalculatedastheaverageforthemostrecentthreeyearstlOrWhlChdata】saval)ab)eAlsoanAMU

DevlatlOnlndlCatOrLSmeasuredfわreachoilEastAslanCurrenCleStOdevLatefromtheAMU.1)TheAMU

Devlat10nlnd]CatorsaresettobezerodurLngthelrbenchmarkpenodortwoyearsln2000arid2001whentrade

lmbalancesofEastAslanCOuntrleSWerethesmallestduringtherecentdecade

Flgure2showsrecentmovementsofnomlnalexchangerateoftheAMUlnterlllSOfacurrencybasketorthe

USdollarandtheeuroaswellaslntermsOftheUSdollarandtheeuro.ThecurrencybasketoftheUSdollar

andtheeuroIScomposedoftheUSdoLlarwtth65%ofshareandtheeurowlth35%of'sharebasedontrade

sharesofEastAslaneconomyWiththeUnltedStatesandtheeuroarealT]yearsOf2002-2004mordertorenect

(hevalueoftheAMUlntensOfthemajortradLngPartTlerSrCurrenCleSF)gure2ShowsthattheAMUhasbeen

graduallyappreclatlngagainstthecurrencybasketoftheUSdollarandtheeuroslnCe2004Ithasbeenatalmost

thesamelevel)nJuly2009comparedwlththebenchmarkyears2000and20010nonehand,theAMUhas

appreclatedagaLnSttheeurowhllelthasbeentluctuatlngagaLnSttheUSdol)arsulCeJuly2008,whlchreflected

themovementsorexchangerateortheeurolntemSOrtheUSdoHar

Flgure3showsmovementsLndev)atl0nSOfEastAslancurrenc)esagamsttheAMUlntermsOfnomlnal

exchangeratesfromthebenchmarkyears2000and2001TheKoreanwonwasovervaluedmorethan20%

一一一USS/AMU
- euro/AMU
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Sourcehttp//w TletlgOJp/users/amu/en/Lndex

hlmlFigure2 MovementsofvaluesofAMU))BoththeAMUandtheAMUDevlatlOnLndLCatOrSareavailableaLa

webslteoftheResearchLnstltuteOrEconomy,Trade,andhdustry(http.〟＼vwwnetlgOJp/users/amu
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FigurC3 NomLnalAMUDevtaltonlndlCatOrS(dally)

Comparedw】ththebenchmarkyearsbeforesLlmmer2007TheThatbahtwasappreclatJIlgVeryqulCklyftom

theendof2005toJuly2007Tt)sovervaluedbymorethan20%ComparedwlththebenchmarkyearsOnone

hand,theJapaneseyenwasundervaluedaround10%ComparedwLththebenchmarkyearsbeflOreSulllmer2007

However,theKoreanwonandtheTha】bahthavebeendepreclatlngSlnCeSummer2007wh】1etheJapaneseyell

hasbeenappreclatlngAlsotheChlneSeytlanhasbeenappreclatlngSlnCeMarch2008

FJgure4showsmovementslndevlat10nSOfEastAslanCurrenCleSagalnSttheAMUlntermsOfrealexchange

ratesfromthebel1ChmaTkyears2000and2001TheRealAMUDevlallOnTndlCatOrSOfEastAslanCurrenCleS

hadbeenllmltedWIthlnplus20%andlTnnuS10%durlngaperlodfrom2000to2001TheKoreanWonhad

beenapprec)at)ngagalnSttheAMUalsoLntermsOfrealexchangeratesbecausetheappTeCIalionorthenomlnal

exchangerateslnCetheendor2004ーTheThaLbahthadmadeaqulCkappreclatlOnLntemlSOrrealexchangerates

becauseorthequlCkappreclatlonofthenomlnalexchangerateSlnCetheendof2006BothofthecurrencleShave

beendepreclatlngSlnCeSumTrlerOr2007.0ntheotherhand,theJapaneseyenhasbeendepreclat)ngbecauseof

combLnationofdeprec)atlonoftheJapaneseyenlnterTnSOfnomlnalexchangerateandthedeRaI10nlnPrlCeS

lthasbeenappreclatmgquLCklys】nceSeptember20081Vhllelthadbeenundervaluedbynearly30%Compared

wLththebenchrnarkyearsfromJu)y2007toSeptember2008l

Thus,theEastAslanCurrenC)eShavetheasymmetrlCresponsestOtherecentglobali)nanclalcrlsIS]Lreflects

lnlntra-regIOnalcapltatflowssuchasayencarrytradeslnEastAsiaOnonehand,devlatlOnSamongtheEast

AslancuTTenCleShavebeenlV】denlnglnrecentyears,refIectlngthefactthatthesecountr)es●monetaryauthor]tleS

areadopllngaVarletyofexchangeratesystemsasshownlnOgawaandYoshlmt(2008,2009)1notherwords,a

coordlnatlOnfalturelnadoptlngexchangeratesystemsamongthesemonetaryauthorltleSIncreasesVOlatlllryand
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thatconsIStSOfbothcurrencybasketandexchangeratebandAlthoughespeclallytheChlnesegovernmentmade

announcenlentOfadoptmgthemanagednoatlngexchangeratesystemw]threflerenCetOaCurrencybasketon

July2),2005,themonetaryauthorltyhaskepttargetlngStabllltyoftheChlneSeyljanagamStOnlytheUSdollaT

(OgawaaJldSakane(2006))ltshouldImplementthemanagedf10allngexchangeratesystemwlthreferenceLoa

currencybasketasannouT]CedbytheChlneSegOVemment

Flrst,underthecurrencybasketsystem,themonetaryauthorltleSShou)dtargetTIOttheUSdollarbutacurrency

basketthatlsconlpOS]teOftheUSdollar,theJapaneseyen,andtheeurofromavze､vpolntOrlntemat10naltrade

aJldforeLgndlreCtInvestmentsEastAslaJ)COurltneShavestrongeconomicrelat10nShlplntermsOflntematLOnal

trade,flOrelgndlreCtInvestmentsandlntemat】OnaIGnancewlthEastAsLanCOuntrleSandEuropeancountrleSaS

､vel)astheUnltedStatesSecond,undertheexchangeratebandsystem,theTTIOnetaryauthorltleSShouldseta

bandln､VhlChtheexchangeratesare氏.eefloatlngWlthoutanylI】terVerltlOnlntheforelgnexchangemarketThe

exchangeratebandcanaffordroomf♭rdomestlCmonetaryPOllCytOthemonetaryauthorltleS

ThemonetaTyauthorltleSOfEastAsLanCOuntrleS,eSPeClattyASEAN+3havebeenstrengthenLngthelTreg10mal

monetarycooperatLOnSlnCetheAsIanCtlrrenCyCrlSISLnl997throughtheChLangMatlnlttatlVe(CMI)Under

theCMI,themotletaryauthorltleSOfASEAN+3establlShedanel､Vorkofbllateralcurrencyswaparrangements

formanaglngaCurrencyCrlSISlnthemembercountrleSTheCurrencySWAParrangemen(ShaveacondLt10n("TMF

(lnternatlonalMonetaryFund)Llnk■1)thatacLlrrenCyCrlSISCOuntrylsgovernmentcanlmplementthect】rrency

swaparrange)llentOnlyaflterltrequestsafinanclalrelleftotheIMFThecondltlOnlStooreStrlCtedfTorsoITle

governmentsuchastheKoreangovernmentatthecurrentgloba川nanclalcrlS】StOgOtOtheIMFand,1nturn,tO

lmPLernenHhecurrencyswapaTTangementSundertheCM]

UndertheCMI,themonetaryauthorltleSShouldconductasurvel】1anceprocessfわrprevenLlngaCurrency

crlSIS)nthefuture.However,themonetaryaulhorltleShavenotanystandlnglnStltUtlOnf♭rcarrymgoutany

surve)日anceprocesslnEastAslaInstead,theyregular)ymeetastheEconomlCRevlewandPolLCyDlalogue

LntheASEAN十3FlnanCeDeputyMlnlstersMeet)ngforsurveLllanceoverthelrmaCrOeCOnOmLCPerflOrmanCe

althoughtheyfわcusononLydomestlCmaCrOeCOnOmlCVarlableswh】chIncludeGDP,lnfIatIOn,andsoundnessof

flnanclalsector

ThemonetaryauthorltleSOfEastAs)ancountrlesshouldpreyentblaSedchangesmtheTe)attveprlCeSCausedby

theUSdollardeprecLat10nunderthedifferentexchangeratesystemslnEastAs1anCOuntrLeSTodoso,theyhave

beencoordlnatedlnthechoICeOfthelrexchangeratesystemsandexchangeratepollCleSKawaL,Oga､va,and

lto(2004)SuggestedthefoHowLngadvlCeSCOnCemlngtheexchangeratepol)cylnEasLAsLaFlrSt,themonetary

authormesoftheASEAN+3shoulddlSCuSStheexchangeratelSSueaSaPartOfthesurvelHanceprocessThey

shouldfTocusontheexchangerateLSSueaSWeL)asonthedomestlCTTlaCrOeCOnOn)CPOLICleSandon(hesoundness

offinanclaLsectortheexchangeratesofhomecurrencleSagalnStnelghborlr)gCOuntrleSrareIndeedllnkedbyIts

termsoftradeandItsCOmpetltlVeprLCeSEachcountrylntheEastAslareg10nhasstrongeconolTllCrelall0nShlPS

withtheotherlntra-reglOnatCOuntrleSaSWellastheUnltedStatesandtheEuropeancountrleS
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lntra-regLOnalexchangeratesamongEastAslanCurrenCleSShouldaffecteconomlCaCtlVltleSlneachcountryor

EastAsJathroughlntra-reglOnaltrade,lnVeStmentS,andfinanceThemonetaryauthorltLeSShouldnotonlyho)d

underaccountmovementsoftJleexchangeratesbutalsothelrdevLat10nS丘ornthereglOnalaveragesand,lntt)m,

theLrexchangeratepollCleSPe/Se.

ThesurveLllanceprocess,1nltSeLf',mlghtnotbcsurficlent】ysolldtopreservethereglOnalpollCyCOOrdlnat)On

lnthelongrunbecausethemonetaryauthorLtleSOfeachcountryarenotcommittedtothepollCyCOOrdlnatlOn

Theymaymakeallmltedcol)trlbutioTltOthepollCyCOOrdlnatLOnltLSnecessarytOhaveamechanlSmthatwlllbc

abletopreservethereglonalcoordlnatLOnlntheLongrunbycompell)ngthemotletaryauthontleStObecommltted

totheTeglOnalpollCyCOOrdlnatLOn

RegardlngthereglOnalpollCyCOOrdlnat)On,ltlSnecessarythatallthemonetaryauthorltleSlnthereg10magree

onanarrangementtocreatearegionalcoTTIJnOnunltOfaccountthatconsIStSOfabaskelorregtona)currencleS

Theymlgh【makeacommltmenttOfblLoWthereglOnalcommonunLtOraCCOuntlnCarrylngOutLhelrexchange

Ta一ePOIlcyltlSdeslrabletocreatearegLOnalcommonumloraccountto､vh]chmonetaryaunor)t)esofEast

AslanCOUntr】eSShouldtargetlnCOndtlCtlngthelrexchangeratepotlCleSmOrderthattheyshouldnlakereg10nal

po】lCyCOOrdlnatlOnflOrthelrexchangera(epoltcleSWltheachotherTodoso,aReglonalMonetaryUnltShould

bellltrOducedasaregionalcolTlrnOnunllofaceount)ntoEastAslaForth1SPurpose,aCOTTlmOnCurrencybasket

thatlnCludesreglOnalcurrencleSOftheASEAN+3countrleSISCreated2)AresearchgroupurldertheASEAN+3

Fll1anClalMlnlSterSMeetlngStudledpossLblHLyorlntrOduclngaReglOnalMonetaryUnltfoLCOOrdlnated

eJtChangeTa一ePOILCytOProposetheReg10nalMol1etaryUnlttOtheASEAN+3FlnanClalM]nlSterSMeetlng

S ConcLusion

ThlSPaperfbcusedonthegloba‖inanc]alcrlsISthatstartedlntheUnlledStatesln2007Intermsof'gLobaL

currencleS,theglobalfinancJaLcT)SLShasbroughtaboutshortagesoftheUSdoHar)lquldltylneSPeClauy

EuropeaneconomyTheslmLlarphenomenonhasseemedtooccurlnKoreaneconomyIntheseeconomtes,the

homecurrenc)eshaves)gnlficantLydepreclatedespeC)allyslncesummer200810nonehand,theUSdot)arhas

posslbIILtyOfdepreclatlng)nthenearfutureslttJatl0nWheretheflSCalde缶C)IoftheUSgovemmentwlltmcrease

from34%ofLGDPlnFY2008to123%ofGDPlnFY2009andthenabout6%ofGDPwLthlnnextfわuryears

Reflec(lngtheglobalGnancLalcrlSIS,theEastAslanCurTenCteShavemadeasyTtlmetrJCresponsesagaLnSLthe

USdollarTheKoreanwonandtheThalbahthavedepreclatedWhlletheJapaneseyenhasappreclatedlnfact,

devlatlOnSamongtheEastAslancurrencleShavebeenWldenlnglnrecentyears,ref】ectlngthefactthatthese

countrles'monetaryau(hor)tleSareadoptlngaVanetyOreXChangeratesystemslnotherwords,acoordlna110n

2)OgaWaandKawasakl(2008)conductedanenlPlrLCalanalyslSOnpOSSlbllltyOflnfroduclngaCOmmOnGun.enCybasket

arrangenlenttOEastAslanCOuntrleS
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fallurelnadoptlngexchangeratesystemsamongtllemonetaryauthorltleSIncreasesVOLatllltyandmlSallgnment

oflntra-regionalexchangeratesLnEastAsla

ThemonetaryauthorLtleSShouldmakereg10nalcoordlnat10mtOreducevolatilLtyandITHSallgnmentOflntra-

reg10nalexchangeratesTheycanusethepoltcydla]ogueattheEconom)CReyleWandPollcyDlaloguem

theASEAN+3financeDeputyMInlSterSMeetmgundertheCMhomakesurvelILanceoverthelntra-reglOnaL

exchangeratesAtthesamet)me,thecurrencyswaparrangementsundertheCMJshouldbcfurtherstrengthened

lntermsOfquantltyandqualityAmongthem,thelMFLLnkshouldbereducedbyestabl)shlngaStandlng

lnStlhtlOnfわrcaTTylngOutanySurVe]lLanceprocesslnEastAslaSOaSnottOrelyoTltheIMFLntemlSOftheLr

survelllallCe
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