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After the crisis (2008) has been adversely affected the global economy and financial system, which deriving from sub-prime mortgage market in the U.S, it has passed through advanced and emerging economies, throwing the world economy into a severe recession. Since the last quarter of 2009, the global economy has been recovered. The nations’ economy has grown in the positive way. According to the recent report of the IMF, the world’s economic growth will be at 4.2 percent in 2010, and 4.3 percent in 2011. This year the world economic growth remains to be driven by developing countries leading by China’s economy.
For East Asia, the first region has controlled the global economic and financial crisis successfully. The international financial institutions have recently raised its growth forecast for developing East Asia mostly at pre-crisis level at 8,7 percent in 2010 after slowing from 8.5 percent in 2008 to 7.0 percent in 2009 (source: World Bank). The growth forecast is based on consumer confidence, financial stability, and dominance of the intra-East Asia trade. These indicators have indicated a strong economic recovery, which is expected to continue to be rising steadily leading by China’s economy, with its growth forecast in 2010 at around 10 percent. Moreover, deepening economic integration in East Asia has been moving driven by the linkage through regional productions. Most of East Asian countries have achieved high economic growth by participating in production networks, in particular the low-income countries like Laos is attempting to become a part of global and regional production networks.  
While East Asia is ongoing well to recover its economic growth as well as deepening economic and financial integration, the region is facing challenges that need to be addressed: 
· The regional financial integration is still at an early stage. Some East Asia financial markets are underdeveloped, a substantial portion of East Asia’s savings has been invested outside the region and recycled back through the intermediation of financial centers outside the region;
· The volume of intra-regional autonomous capital flows as well as cross border portfolio investment is relatively limited compared with other regions like Europe or North America;
· Although the global financial crisis is now under control, the experience of the economic and financial crisis was a reminder to most countries in East Asia on the need for regional collaboration and sharing the information to reduce the country’s vulnerability to financial contagion, and to enhance their capacity to keep a regime of stable exchange rates; 
· (The governments of ) East Asia countries are gradually reducing their stimulus measures. This certainly will affect the various demands which are not healthy enough to take over the temporary support. Particularly, the external demand, it made a uncertain status by the soft economic recovery in advanced economies. This is especially a problematic for countries whose growth model is based initially on exports;
· East Asia attracts more capital flows potentially volatile, which stimulates the risk of bubbles, especially in China. On the other hand, inflationary pressures appear, an estimated average inflation of 4 percent for the whole region in 2010 (Source: World Bank). For instance, commodities like food, fuel (East Asia is the region leading by China and Japan to import very large fuel from outside).

The global economic and financial crisis exposed many structural weaknesses of the financial systems of advanced countries. The deepening of the crisis has underscored urgency of global regulatory reform, subsequently leading to the production of numerous reports about the direction of and an extensive agenda for the reform.

During the Asian economic crisis of 1997-1998, East Asian countries sustained heavy loss in terms of output and employment as they were unable to fend off what was essentially a capital account crisis. In the aftermath of the crisis, they have been subject to a large array of financial and corporate sector reform, all of which were designed for prevention and better management of future crisis. Over ten years later, many international financial institutions did not hesitate to praise that the success of East Asia’s emerging economies has achieved in their reform. However, the contagious impact of the recent global financial crisis has been as painful as that of the home-grown capital account crisis of 1997-1998.

East Asia countries have been able to ride out the crisis relatively well, it is quite certain that these countries are the first to break out the crisis. In managing the crisis they have learned several lessons. One of them is that they have a limited ability to prevent or manage liquidity and currency crisis precipitated by external shocks such as the U.S financial meltdown, more so when their financial markets are integrated with the markets of the global financial system.

East Asia countries could consider the possibility of constructing a regional regulatory system as for financial stability in East Asia. As a regional cooperative arrangement ASEAN+3 has a relatively short history, but it has succeeded in creating a regional liquidity support system in the Chiang Mai Initiative Multi-lateralization (CMIM) - currency swap arrangements of US$ 120 billion will play a crucial role for mutual assistance in East Asia to safeguard against the risk of short term liquidity difficulties. This includes macroeconomic trends and volatile capital flows in both the regional and global economy.
In the conclusion, East Asia has learned from its lessons during the Asian economic crisis (1997-1998), particularly in managing the capital flows and financial risks. The crisis has restructured the regional financial system which is become a solid economic health and helped the region against the recent global financial crisis. This has been indicated the East Asian financial markets including capital account continuing to grow in the region, although the regional financial markets are integrated with the markets of the world financial system like the U.S markets. The reform of the global financial system will be a new agenda for further strengthening the East Asian financial system as one employing.  [image: image1.png]
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