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n

Asian financial crisis in 1997

-

1998

n

4 main initiatives:

1. Economic Review and Policy  

Dialogue 

---

Economic Surveillance 

System 

2. Chiang Mai Initiative (CMI)

3. Asian Bond Markets 

Development Initiative (ABMI) 

4.  Research Group
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Chiang Mai Initiative (CMI)

n

In May 2000, the ASEAN+3 Finance 

Ministers reached an agreement on the 

Chiang Mai Initiative (CMI).

n

Regional response to 1997 Asian Financial  

Crisis

n

CMI was the first significant regional 

financing arrangement to enable member 

countries to cope with currency crisis.
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n

Establish regional 

“

self

-

help

”

financing arrangement mechanism 

supplementary to international 

facility (International Monetary 

Fund)

n

Address short

-

term 

liquidity 

difficulties 
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Main Features of CMI

n

Expansion of ASEAN Swap 

Arrangement  to include all ASEAN 

members 

n

Creation of Bilateral Swap 

Agreements (BSAs) among ASEAN 

countries, China, Japan and Korea.

n

Repurchase Agreement: Repo 

Agreement 
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The

ASEAN Swap Arrangement

(ASA)

was

expanded to cover all ASEAN members 

and

the total amount was also increased 

from

USD 200

million to

USD 1 billion

in 2000 and USD 2 billion in 2005 

Before

After

ASEAN

-

5 only

All 10 ASEAN countries

USD 200 million

USD 1 billion (y2000)

USD 2 billion (y2005)
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Countries will swap currency according to the 

currency specified in the BSA 

currency specified in the BSA 

(local, USD, Yen).

(local, USD, Yen).
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BSA is complementary to the 

BSA is complementary to the 

IMF

IMF

’

’

s

s

assistance.

assistance.

[image: image32.wmf]Network of 

Network of 

BSAs

BSAs

As of November 2006, 

16 

BSAs

were signed among 8 countries 

with 

the

total amount of US$ 77 

billion.
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n

The prevention of a currency crisis and the 

management of a crisis 

n

CMI ensures members of the liquidity 

needed in the event of a future 

speculative currency attack.

n

The swap arrangements under CMI send a 

strong signal to financial markets.
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effectiveness of CMI

n

The amount of liquidity currently available 

through CMI is relatively 

small

compared 

to the size of past financial rescue 

packages for the East Asian crisis

-

hit 

countries. 

n

Most of financing resources are still tied to 

IMF assistant.

[image: image37.wmf]Beyond CMI

Beyond CMI

n

Expand the size of current 

BSAs

n

CMI 

Multilateralisation

n

Explore the ways for further 

strengthening surveillance capacity 

in East Asia
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Development Initiative (ABMI)

n

Launched in 2003 by the AFMM+3

n

Objectives: 

1) Develop efficient and liquid bond 

markets in Asia both at the national and 

regional level

2) 

Utilise

Asian savings for Asian 

investment

3) Lessen the vulnerability to volatility in 

short

-

term capital.

4) Create a portfolio diversification for 

Asian and global investors 
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Supply Side

Ø

Continuous government bond 

issuances with different maturity

Ø

Introduction of new type of debt 

instruments

Ø

Favourable

rule and regulations

-

Widen the issuer base 

-

Facilitate bond issuances
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Demand Side

Asian Bond Fund (ABF) 

-

set up by the EMEAP (Executives

’

Meeting of East Asia and Pacific 

Central Bank Group)

-

ABF1: US$ 1 billion

-

ABF2 : US$ 2 billion
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Market Infrastructure

n

Credit Guarantee and Investment 

Mechanisms

n

Clearing and Settlement System

n

Rating System

n

Foreign Exchange Hedging Instruments

Issues

n

Linkage

n

Harmonization

n

Standardization
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Benefits

n

Create the awareness of regional bond 

market development 

n

A catalyst for accelerating bond market 

development for underdeveloped bond 

markets

n

Expansion of Asian bond markets

n

Introduced new types of debt instruments

n

Networking of domestic bond markets
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Challenges

n

Information gap between the public 

and private sectors

n

Private outreach on newly introduced 

debt instruments

n

Linkage and harmonization 

framework
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Limitations

n

National differences

n

Stage of bond market development

n

Pace of opening up the domestic 

bond markets

n

Legal constraints of domestic 

markets 

n

Demand of the private sector

[image: image45.wmf]EAST ASIA FIN. 

COOPERATION

ASEAN+3 FIN. 

COOPERATION

ERPD

CMI

ABMI

RESARCH

ORGANISATION

POLITICAL 

COMMITMENT

