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Bretton Woods Debt Crisis in Mexico and Latin America
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25035 89.25 3.2 1.72 0.71 94.95
2536 93.28 3.06 1.10 0.41 97.85
2537 95.97 1.97 0.68 0.24 98.41
2538 96.95 1.46 0.53 0.16 99.10
2539 98.25 0.86 0.29 0.10 99.50
2540 98.18 0.89 0.27 0.14 99.48
25041 95.86 2.42 0.50 0.22 99.00
2542 93.03 4.40 0.56 0.30 98.29
2543 94.39 3.03 0.46 0.26 98.64
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Exchange Equalization Fund

Exchange Satbilization Fund
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baht/$ Baht is under value

Baht is over value
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1. AYATUEZNITNNITNITIIU (currency board) NUUINUNY

UNANSTNR LUN1FEF19L9U (monetary base)
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4. AENTTNMSANTINUAITRIRENUDE 100 %

currency board-like system
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Hong Kong 2526 ﬂ’ﬂamf”dﬁi
Argentina 2534 AoAs aH 79
Estonia 2535 3oy
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Bosnia 2538 M3neeTi
Bulgaria 2540 M3neesTi
Djibouti 2492 ABAMS ANy
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Uszma Lithuania 9291 1119150 euro Twidoununiius 2545
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Foreign Exchange Market

exchange rate (baht/dollar)

Demand

900 1000

quanity of U.S dollars

ANLNULNLA@RNAN (depreciate)

aUasAN w32 gUnuan (shift)



Movements of Exchange Rate (2 Jan. 2002- 24 May 2002)

(Baht / US$)

21 3.9 - anAdNIIY

44.5

44.0 Weighted avg. exchange rate
43.5 : 24 May 2002
42.86
43.0
42.5 &
2-Jan-02 13-Feb-02 28-Mar-02 16-May-02

Last Update : 28 May 2002
Monetary Policy Analysis Division Tel. 0-2283-5621

Source : The Bank of Thailand




I Um, the new safe haven

turp against the dollar
i/E

1.040

the dollar depreciates against Euro

= $1.17, in January 1999 (.98
0,26
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Q.92

Q.20
J.88
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| | | | "

Jan el M Apr May  Jun
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Sestirce: Thomson Dataskream
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Rate)
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P* = 32AUTIANAUANANLITEIA (FRF28 GDP deflator
vi7a CPI 1291l72mne)
P = s2AUs1IANAUAINTY T T



AAAURISZUUDASILANLLURL WA

o Y o ai = = dgl/ o di v
. Vﬂiﬁ@ﬁ?ﬂu@ﬂtd@ﬂtﬁu@ﬂﬂ?ﬂﬂwL@@ﬂﬂuQﬂwaﬂW?ﬂﬂu@$
N13AINUITUINLUTLNA

1%

« FunulunisaiiugnaszndnlszmaAanad HeasaInAN
.

MEINIL

+doeliFgunaaniisanruAndyRuieniinaInnisden
AR



AU-FRINI-NNAE SUANURIFADAA L16) LTAIRUAIN

UsziiunaansNlanIa5n20%
TNATHFANARTITNTI AR UNIITANAAEURIRUABARNT B1AAIHALAE
sarrsgiaeidalanninmuy inmziuneudaAnuanTINIINIUT
fuzeanadinen endulszmafignfiaRutiesdiudniuneaans etng
QU 809N NLaLTY Az lATUa1RAdNIN mmzﬁﬁfmmwgmm%muﬁlmg
lsiidednaziisingAneaansiu

i NILNWEINA 13 HeWIen 2545



YALFLURY SZULDASILANLURLUAIN

= o o/ ai a o v
. nanunuUpsRaLanilasuguiull (over value) axvinlianan

a v

auAnaanuwanull duAndignifull M lnanisdianas

. nedituussnsuaniasugaiuly eragniasfiAr@uanndn
Farinlsly Ervnnenlau s1use i Sunudisesszndng
dszinaNtias in17ALANNIITI99A RUATY LaTNITUARY
F31691 72N ATAAINARTEAUAEWATIAAANIN

. WanatlyaianatiyTRAuasiaTanan19119v R 46397

wanitasuldanunsadlunalndqalunisususamewi latloymn

1§



F=UUAASILANLURYULULILARD YW LUILES

126

%4 a a %4 = o

doaliRnsUFun et mRAuarTAvTanan1si1ssRuliainednTuds

(%3

auNANINAN aTlusaeA s udnrasserdngdszimaliifusiuay
unvelntlagmn {3

)

19999 8 lun1slanmA R e



FAINIINIFLANFANIULIN




N51ANAANSUNIUEUIATITNINT S

Y a
N

NRULY iWadanaaas
l > a d
Hedge Funds | SUINATTNILTE
$

un

surASULMSLsEInAlNg



N5 lANFAANRURNIUARIAUY

surASULMSLsEInAlNg

NRUUIN l ;

$

¥ 1 v
eulauuaItanaaans el LAY

AAIANY




n13lauRANIURAaA Off shore

baht
—
-«
$
baht
$




NN5laNAAEUAIAY N

19 AQu1ey 2540 WIEAUIE TFUUASARIAIRAN

Aulnadanaaais 1o9AsInaITaAauiguIey Wuuluaaan

andnamulnawazaulng

UFannidunudnsasgya o 30 AQuieu Lwiaa 2,800 A1UARANTS



N15M1g9nssN lunIsunNsnuIdInaIRansILanilasuuag BOT

SPOT SWAP

B
- B ). $ )-
- B
$ >
| $
Y

1n& 200- 250 R1UADARSHDIU

fa9lang 1,000 AMUARARISHDIU Y7UN 9 WA. U1El 6,000 RIUARARNS

N13NN93N771 swap BOT azniusuaAng ludssinAuasauiangssilssing
Tne BOT asftlyaRudniuswiaisimaniil



199NN 1A RUUINARUA UYL 2546

$ dnnemlsananasardaaauun (1$ = 41.50)

¢$

ﬁﬂtﬁﬂﬁqiﬁ“ﬂﬂﬂﬂﬂﬂ%’ﬂﬂﬂﬂﬂ'\ﬁ
(41.00B =1 $) Baht

Baht
é




23AsznauLasudIsaINIeINIsuading

Uszinnioyd/ Mud1sas UsunaiEu (a1us)

1. Uty UR1TRIUNIUANT)

RY[3T
2. U ANUTNHITLAL
YRS AantUasu

3. rydnalyl
4. NUAITBINNIF(1+2+3)

5. MFTYNWURNUUI

6. NUA1TRIFNE (4-5)

21,320

6,900

16,640

38,650

12,050

26,600

U AUN 20 NA.

a4 JU 13 NUAWUS 2540

SRLATUAINURAITAY

55.1

1.8

43.0

100.0

NURITRIFVELUAD 7,200 A1US$



14 N HNIAN 2540 IMF N@ﬂﬁN’lﬂﬂ\‘l?ﬁU’]ﬂWﬂL’ﬂﬂﬂi‘)@ﬂ A152ANALIAD

1. A devaluation of 10- 15 percent accompaied by a move to greater
exchange rate flexibility.

2. A fiscal tightening of at least 1.5 % of GDP

3. A tight monetary policy

112l Micheal Camdessus N1ia4lng 4 AF3 (WaLNN 2 AFY) NBIA9ANALIFTLNS
e lfatiunnmsnisie 3
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KNAT (Pegged) aeulvalugag wanlvaldunna
Ruanatien naNANARY A A
1 peaan WX ans [SDR ngu | Suana  sN | aeudn  sew | A W
Savd i A Bup | Wee  de |Aedane s | aundr
g & FINA
2526 33 13 5 12 27 9 8 30 8 145
2527 34 14 5 [ 11 31 7 8 26 12 | 148
2528 31 14 5 12 32 5 8 26 15 149
2529 32 14 5 10 30 5 8 27 19 151
2530 38 14 5 8 27 4 8 28 18 151
2531 36 14 5 | 8 3 4 8 27 17 | 151
2532 33 14 5 | 7 3 4 9 29 18 | 152
2534 24 14 4 | 6 33 4 10 32 29 | 156
2535 24 14 6 5 29 4 9 26 44 167

#i: International Monetary Fund

1997.

. “Exchange Rate Arrangement and Economic
Performance in Developing Countries.” Chapter IV. World Economic Outlook
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(Auansat lugilfaaas)

sxuudasuanilasy 1976 1981 1986 1991 1996

Pegged 86 75 67 57 45
U.S. dollar 42 32 25 19 15
French franc 13 12 11 11 11
Other 7 4 4 4 3
SDR 12 13 8 5 2
Composite 12 14 18 20 14

Limited flexibility 3 10 5 4 3
Single 3 10 5 4 3

Cooperative - - - - -

More flexible 11 15 28 el 52
Set to indicators 6 3 4 4 2
Managed floating 4 9 13 16 21
ldependently floating 1 4 11 19 29

A ULz 100 113 119 123 123
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(capital mobility)
Angansaiiinlusalszme
(foreign nominal shocks)
Angansaiiindnilulszne
(domestic nominal shocks)
INGANITILYIAE

(real shocks)
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1: International Monetary Fund. “Exchange Rate Arrangement and Economic
Performance in Developing Countries.” Chapter |V. World Economic Outlook

1997.
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currency board - like systems
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basket of

Manged Float
SUTERE A currency board

. N .
managed float Fixed + capital control devalue Float

dual exchange rate
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Purchasing Power Parity (PPP) Interest Rate Parity (IRP)
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(The Purchasing-Power Parity Theory: PPP)

« Law of One Price

EP* = P
Tnen E = dmsuanilasu (uaassanaeeduanalulszinasa 1 wae
PBIEUAN AR TLNA)
P = sesusnanaduan lulszna TuglaesRuananadny
p* =

FeAUIIANAUAIANNLTEmA TuglraeRunsslssing

» Absolute Purchasing Power Parity

dl . " o [ % Qi v
"Q’]ﬂ@ﬁl’j“WLLZﬁﬁﬁ “Law of One Price @WNW?QW’]‘NQMMW@W?WLL@ﬂLﬂ@ﬂuiﬂﬂ‘ﬂ



Relative Purchasing Power Parity

Tneid PPP_. = ﬁmmmmﬂ?ﬁummqwﬁ relative PPP 1 1981 t
P, = svausmannglulssing s nant
P = szausAn e lulssing a4 a0 %QLﬂuﬂgu
P* = TTAUTANFNLIZIMA (4 1980 t
P* = 9AUTMANFNLIZINA 04 1981 0 %uﬂuﬂgm

E, = dnsuaniasu o g















Gold Standard

1914

1926-1933
>

Floating

Bretton Woods System

1947

> 1971

Floating

Managed Flaot
Modified Fixed

Fixed



Bretton Woods System
Gold Exchange Standard

1. UsLNARNITNADINIRUAATRLUDIAWLAL LI AN U
ARARISAUST L58N97 par value

2. UszimARNNENARIAINAINUSNENTTALARTILANLLAEIY
(Exchange Equalization Fund) LtWasneszauansiuantlasy
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A192U0992UL Bretton Woods (518)
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letter of intents



1ruhn1297511 Bretton Woods

P AFNINARRY (liquidity problem)

SDR = special drawing rights



The European Moneatry System (EMS) 1979

A system of Fixed Exchange Rates

European Currency Unit (Ecu)

Ecu +/- 2.25 per cent of par value

European Monetary Cooperation Fund (EMCF)

Collapsed in August 1993



Reasons for EMS Cirisis

Poor Macroeconomic Performance of the member Countries

Divergence of economic needs inflation in Geramny, recession in UK and ltaly

Lifting of capital controls in 1992
Fixed exchange rate: keep exchange rate withih narrowly limits

Currency Attack
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(daily fixing)
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Managed Float modified Fixed

+

Basket of currencies + EEF

Currency swa
A > (US$ + Euro + Japan Yen)

+

B —-

+ common currency among Asia

capital and exchange rate restrictions /\

EU style US style




Dollarisation in Latin America

El Salvador learns to love the greenback

Sep 26th 2002 | SAN SALVADOR
From The Economist print edition

El Salvador is making a success of dollarisation. But that says as much
about the country as the policy

WITH a population of 6m in an area the size of Massachusetts, El Salvador is a
small country. But it is not an insignificant one. In the 1980s, its civil war drew
the world's eyes. Having achieved peace and democracy a decade ago, it is now
being closely watched by a more select group—aficionados of debates about
exchange-rate policy. El Salvador is abolishing its currency, the colon, and
adopting the dollar. If this succeeds in delivering higher growth, other Central
American countries are likely to follow suit.



Two other countries in Latin America also do without their own currency.
Panama has used the dadllar since it broke away from Colomia, with
American support, a century ago. In 2000 Ecuador adopted the greenback,

as a desperate measure to stave off hyperinflation. A third country, Argentina,

cane close to dallarising when its currency’'s one-to-one peg to the dallar wes

assaulted by the markets last year, and nmay yet do so.

El Salvador's switch to the dadllar has been a carefully planned policy, says

Mguel Lacayo, the economy minister. The colon was pegged to the dallar back
in 194. Then, in January 2001, the currency began to be phased out.

Today, 85% of transactions in the country are in greenbacks, and the dallar

IS the only unit of account in the financial system The governiment expects the
colon to disappear conpletely by the end of 2003.



Divided about the dollar
Jan 4th 2001 From The Economist print edition

THROUGHOUT the 20th century, Latin American
governments, if not always their peoples, stuck doggedly
to national currencies, despite their frequent
depreciation. The sole exception was Panama: it owed its
creation as a country to the United States, and used the
dollar from the start. Now, a new century is bringing a
change of pecuniary loyalty elsewhere. It began with
Ecuador, whose sucre was withdrawn in favour of the
dollar last year. On January 1st, the dollar became legal
tender in El Salvador. The colon, the existing currency,
will be phased out gradually. Next may be Guatemala:
on December 19th, its Congress approved a measure
that allows dollars to be used freely alongside the
quetzal. That may be the first step to full dollarisation.
Some officials in Costa Rica also favour this.



1. ASEAN + 3 currency swap Agrrement made in Chaing Mai in May 2000

Japan China and South Korea

2. Asian Monetary Fund ( AMF) proposed by Japan in September 1997

3. A common currency for the region

yen  a basket of currencies ( dollar euro yen)



Basic Dollarization : http://users.erols.com/kurrency/basicsup.htm

. . p=")
european union:europa.eu.int %98 www.cnn.com/euro
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29UIN15URY European Union

1992: Maastricht Treaty: Time table and set of

preconditions

European Union (EU) and Economic and Monetary Union (EMU)

Real economic convergence
1 Jan. 1999: euro (account currency): fixing conversion rates
1 Jan. 2002 : euro notes and coins circulate along with nation currencies

1 July 2002: only euro notes and coins used in Euro Union



wamsansIMsilanuRulunaudszmagls

conversion rate/euro Countries
1.95583 German marks
6.55957 French francs
1936.27 Italian lire
166.386 Spanish pesetas
2.20371 Dutch guilder
40.3399 Belgian francs
13.7603 Austrian shillings
200.482 Portuguese escudos
5.94573 Finnish markka
0.787564 Irish pounds
40.3399 Luxembourg francs




Countdown

National End of legal tender
currency units for national

[Her aurp currency, 2002
Austria 13,7603 Feb #8th
T T — e
Finlamnd B.Aa573 Feb ZBth
France 6.55957 Feb 17th
Garmany 195583 Dec 31st 2001*
P T S ST
L T e
Italy 1936.2F Feb 2Bth
Luxembaurg 40,3399 Feb ZBth
Metherlands e.20371 Jan 2ath
P, ga S oam e
Soan R T R e

*Ratailers will generally accept

Source: ECR O-marks untl end of Feb 2007




I Um, the new safe haven

turp against the dollar
i/E

1.040

the dollar depreciates against Euro

= $1.17, in January 1999 (.98
0,26

R
Q.92

Q.20
J.88

d.50
| | | | "

Jan el M Apr May  Jun
FA AT,

Sestirce: Thomson Dataskream




An Optimum Currency Area

Robert Mundell 1961: sharing a currency across borders



(1) N5 IRUANALAEIAzTIaaAAUYUNITINgINA bUNgN twszla
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(3) ynluruiprainainduuaznaiaNulunguiauialuaiauazily
N151A2ANUILANNATAMULATAANUNULUNITTTANNY



(4) pamnatnazluninaliifianisdsendaannauin (economies of scale) itlalaniali
Y Aa 1 = 1 o % [~ o djl/ dJ a;
franlunguilnatnauin unjsesiuuarruuanas lulladenanyulsznisniian
aznsypuniaALInaeslssmAgunTnlungy

(5) wsgaslaliinsudsivarasRuud i TulupnaaRulasnaIAYUNGNNINTL
ez lddszlagiainaunaaasnanan g

(6) WANAIWIAFBIAININNITAN mezmimm@juﬁﬂﬁﬁmmmmeﬂﬁfﬂmg AUNANIT
F9NEY Feaziiiudndndouras GDP vevlsemalunguelslnuAniluiasay 19.4
= [~] a dld |dl o a o
184 GDP 284lan aufludswgnanisuialunnassreslansesainanis uasldn
| v 1 % v dl A 1 [~] o o dl
491n13ARBNI9ANIANTREAY 18.6 TnaTNIusuAUNINTadlan



HARUBINIFFINNGNNNNITRUNANFARLUTEWNAEUrO
Zone (/@)

(7) flasiunisgnlanmARuaasusazilszma Semeifinuulupunadsssd 1990 Liag
annisanilszimanar liRuanameaiu inlisuiatnanagylsil (ECB) Anudnsas
syndnatsemalutl 2540 Usennnl 400,000 AUARAATANTT YiTaTREAY 25 1BV
o ol/ dl a o 1 dl = o % dl 1 dl = o
41929917 1an BINANWIUGIRA LU IWaeUALLsTmARNTT LAz LuTaN U8
UFTNUTRUAT 4 WAT 13 UBINUAIIRIANNANGL



1. nemniuiuRuanaibeauaslis. narsylsl (ECB) guanlaunanis{u

M litlsemaanninusiazdszinadasgrudadnuialunisdulauanisdu Tunis
a = o d” dl qI/ A 14 a % ¥

ANLANLTNDIRY vz dnsnanide aslaavinllfasldulaunanisRuliaanndes

Auulaunen1snds visaatinviles sasldlidaudaizadnaoaulauianisagds

2. nesusnldRuanaiaaniu inidsemagesanamnuiiludasy lunield
GERNLLIZ RIS IRL

3. HAYNIAENFAANIRANAIATUNI9AANNINNITRWIEY ECB satlnymiaas
dsznaniia szwalalungu Tasanie drdsemanislunguid@oiuilom
\ATEFAaNeeiu



Tayarrswgnas lslaumauiulssmasanisy waziyyy

dadruzasdszynslan

5% (290)

4.6 %

2.9%

dad1U209 GDP

19.4%
(6,309 bill.$)

19.6%
(7,189 bill.$)

7.7%
(4,223 bill.$)

daaIumMsmMaNUszne 18.6% 16.6% 8.2%
gaaIUMIaNDDn 20.0% 16.0% 10.0%
dasiumsi N 16.0% 19.0% 7.0%
AAUNBLAUTLWG 104 bill.$ 166 bill.$ 94 bill $
Inflation (1997) 2.3 1.7 1.7
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ayalAsEgnaglslauiiaunulseinaAansg uas

=),

U

O

B Euro Zone United States Japan
Inflation (1997) 2.3 1.7 1.7
YAAINIIAYY 2,712 bill.$ | 10,879 bill $ | 2,063 bill $
3,157 bill for UK
AAIONUSURNS
- S3Ua 2,132 bill $ 2,201 bill $ | 1,844 bill $
- LBNYU 1,691 bill $ 2,956 bill $ 906 bill $
NUd 15995 INUsEnA | 402.2 bill $ 64 bill $ 216.7 bill $
( ) 1 Al
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25035 89.25 3.2 1.72 0.71 94.95
2536 93.28 3.06 1.10 0.41 97.85
2537 95.97 1.97 0.68 0.24 98.41
2538 96.95 1.46 0.53 0.16 99.10
2539 98.25 0.86 0.29 0.10 99.50
2540 98.18 0.89 0.27 0.14 99.48
25041 95.86 2.42 0.50 0.22 99.00
2542 93.03 4.40 0.56 0.30 98.29
2543 94.39 3.03 0.46 0.26 98.64

Q1




Structure of Export Receipts from ASEAN Countries (2001)

(Percent share)

Country usb JPY THB SGD MYR  Others

Singapore 92.1 2.0 3.1 1.3 0.0 1.5
Indonesia 771 1.9 7.3 0.2 0.0 13.5
Philippines 88.9 2.0 5.2 2.9 0.0 1.0
Malaysia 942 0.9 2.9 0.4 1.0 0.6
Brunei 842 0.1 6.8 8.3 0.0 0.6
Cambodia 41.3 0.2  58.0 0.1 0.0 0.4
Laos 50.7 0.5 47.9 0.0 0.0 0.9
Myanmar 66.9 0.8 31.1 0.4 0.0 0.8
Vietham 95.7 0.8 3.3 0.0 0.0 0.2

TOTAL 89.3 1.7 5.9 1.1 0.1 1.9




Structure of Import Receipts from ASEAN Countries (2001)

(Percent share)

Country usb JPY THB SGD MYR Others

Singapore 879 2.7 4.6 3.7 0.0 1.1
Indonesia 93.9 22 1.5 0.1 0.0 2.3
Philippines 824 163 04 0.0 0.0 0.9
Malaysia 914 05 4.7 0.3 2.3 0.8
Brunei 999 00 0.1 0.0 0.0 0.0
Cambodia 312 07 67.2 0.9 0.0 0.0
Laos 922 0.0 7.2 0.0 0.0 0.6
Myanmar 99.9 0.0 0.1 0.0 0.0 0.0
Vietnam 993 0.2 0.4 0.0 0.0 0.1

TOTAL 89.5 26 4.0 2.1 0.3 0.9




(Percent share)

Regions UsD GBP DEM JPY THB EURO Others

Japan 51.8 38.5 5.9 3.8
NAFTA 98.7 0.1 0.6 0.6
EU 54 40 8.0 4.1 22.4 4.1

ASEAN 89.5 2.6 4.0 3.9




(Percent share)

Regions USD GBP DEM JPY THB EURO Others

Japan /1.8 20.5 7.3 0.4
NAFTA 97.1 0.3 2.5 0.1
EU /5.7 14 6.1 1.4 13.8 1.6

ASEAN 89.3 1.7 5.9 3.1
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Usslaruraadunuszudngdssinag

Saving - Investment Gap Currenct Account Deficit
Growth external stability
International Bank for Reconstrcution IME

and Development (IDRD)
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Real sector

Financial sector

long run investment
short run investment
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(Foreign Exchange

Reserve)

(32,000 214 US$)

IMF § Others

(16,700 214 US$)

Foaumaalszima (Import)
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Runuiafaudraraslssinalng

(Wdael auLn)

2536 2537 2538 2539 2540
Bank 91,033 349,855 279,673 126,771 -224,916
1. Commercial bank -102,162 96,416 77,243 10,843 -147,304
2. BIBFs 193,195 253,439 202,430 115,928 -77,612
Non-Bank 169,906 -47,996 237,969 333,784 -49,652
1. Direct investment 36,396 22,659 29,064 36,823 105,117
- FDI 43,812 33,241 49,887 57,472 117,552
- Thai direct inv. -7,416 -10,582 -20,823 -20,649 -12,435
abroad
2. Others loans -61,223 -146,690 38,093 138,022 -137,009
3. Portfolio 122,628 27,503 81,721 88,242 138,711
investment
- Equity securities 67,850 -10,283 52,759 28,437 122,035
- Debt securities 54,778 37,786 28,962 59,805 16,676
4. Non-resident baht 67,833 51,143 84,163 73,764 153,575
ac.
5. Trade credits 13,634 11,447 6,363 -3,702 -12,336
6. Others -9,362 -14,058 -1,435 635 9,440
Total 260,939 301,859 517,642 460,555  -274,568

J ,
N : suAnsuisLlszmAlne



Net Capital Flow

2001 2002

Private Sector -1,852 -921

- FDI , , 155 25
Non-bank , , 155 25

- Portfolio : -517 -94
- Loans : : -864 -874

Bank , -331 -722
Non-bank : : 533 -152

- Bank Asset 267 417

- Other ; ; -893 -395

Gov't & SE -463 -9

BOT 1,116 1,005

Total Capital Flow -5,175 -1,162 -1,199 75

Capital Account Analysis Team Tel. 0-2283-6726 Source : Data constructed from F.T. forms




taqaniin luinakunuLAfa U

(Causes of capital Flows)

1. n1sannsUsUmununina 1. ANTWUIARDNTRILATHFNA

o o - 2RI TEINAN U
2.. nstlatdgsnenisau

2. MSLAULATRINDINU

Mutual Funds, Pension Funds

3. AMNNIINUIAULNALULAE



Policy Trade - Off
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Effects of Capital Flows on Financial Sector

Runuluaia
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Policies Responses

1. Countercyclical Policies

2. Structural Policies

3. Capital Controls



1. Monetary Policy

2. Fiscal Policy

3. Exchange Rate Policy



Monetary Policy

1. Open Market Operation

2. Reserve Requirement

3. Mangement of Public Deposits



Tight fiscal policy is to lower aggregate demand and to reduce

the inflationary impact of capital inflows.

A cut in public expenditure is likely to limit the appreciation

and induces small



Exchange Rate Policy

The greater the exchage rate flexibility, the larger will be
the insulation of the money supply and the autonomy of

monetary policy: It insulates the money supply from the inflows

With, the exchange rate flexibility, the appreciation of the real
excahnge rate is likely to occur through a nominal appreciation

rather than through higher inflation

The Flexibility in the nominal exchange rate introduces
uncertainty, which can discourage speculative short -tern

capital flows



1. Banking Policy

2. Good Governance

3. Trade Policy



Private capital flows in relation to
GDP and trade

Thailand
Crisess — M exico Russia Brazil

Private capital flows/
Recipients exports

Private capital
flows/
Recipients GDP

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Note: Private capital flows are net of amortization.




NIATNITNITAIUAN LU UTEUIUSEINA

1. Unremunerated Reserve Requirement (URR)

2. Tobin’s Taxes

3. Interest Equalization Taxes: entrance tax or exit tax

witholding taxes

4. Minimum Stay maturity



Tobin’s Taxes

luil 1972 James Tobin 1631@114@zmmmsLﬁumﬁﬁunuszmwﬂigmﬂ
HusnasnsiinEua M enaaaInfissuunIsi3UUUY  Bretton Woods
anaans naiilaanaassmwmeaauanasuuazannsiieils
UWHIAAYBY Tobin lﬁ’%’umwﬁﬂmﬁatﬁm’iﬂqmmf&u"luqisﬂﬁaﬁ
1992-3 é’mwmﬁﬁtﬁuﬁrﬁmmagﬂwﬁw 0.1 - 1% WaINAAITINIIN
NINNITNHILHINNUISNG (foreign-exchange transaction)
(AUNANN)



Malaysian Capital Control

Fixed Exchange Rate: 3.8 rg/$

TH : Managed Float capital controls

2 July 1997 1 Sept. 1998

Y Y
Jan. 1998 full deposit garantees
June 1997: 2.52 rg/$



NIATNITNITAIUAN R UNUUIRINLALT S

(1) f‘imumzﬂznmﬁguéiwéhw%’uLﬁuvgumnmsmwé’ﬂm%’wﬁ CHAI
wuliluin@lbidesni 1 U dasnludaunuaniug 1999
mmmsﬁgﬂﬂmﬁn UWAIUNUAIY exit taxes

(2) muqa«mﬂauﬁu%qﬁmiuﬁiy% external accounts 2aNZIIGINYIR

(3) wnlaliausnadalvaudaunaremn

(4) vxlalwlF @B eiatseniimenisarszuinlsemasisansih
Guseaneeanuandssmeananinvaadian Talwnu 1,000 39106
612 AU

(5) Tidushn3sdafchnuandssmagaslaunausnnaly 30
NueIau 1998

(6) ﬁ'wa«ﬁlﬁ’ﬁmmswuﬁ%ﬁﬁﬁﬁugwﬂumtm%snﬁuﬁuqsmsamw

v o xd = o"dld‘a' [ |
MU offer-side swap mJﬁmmswwmmwmugmagmﬁﬂsgmﬁ



1. ASEAN + 3 currency swap Agrrement made in Chaing Mai in May 2000

Japan China and South Korea

2. Asian Monetary Fund ( AMF) proposed by Japan in September 1997

3. A common currency for the region

yen  a basket of currencies ( dollar euro yen)



RULAAULTD WURHNIN LAZDASIFAIURULRRULTRAR KNI

996 AuLda AMNTIAIU
§.A. 2536 2,692,289 111.50
6.7, 2537 3,456,099 127.37
§.A. 2538 4,249,525 134.41
§.A. 2539 4,854,504 134.46
.7, 2540 6,058,427 143.26
§.A. 2541 5,382,750 115.41
6.7, 2542 5,113,279 110.19
§.7. 2543 4,605,995 94.32
N.A. 2544 4632,250 93.14




Global Financial Stability Report
A Quarterly Report on Market Developments and Issues

June 2002 International Monetary Fund (www.imf.org)

The Global Financial Stability Report provides quarterly assessments
of global financial markets and addresses emerging market financing

in a global context.



