
Roufldtable on the Asian Crisis

" For industriaised country firmns, the change in the relative benefits of expoîting to or

jnvestiflg in Asia will impact on corporate strategy. To the extent that this change

favours overseas investmeflt, it is likely to create tossitia teensosd cnoiCall

because of potential de-industrialisatîon and joblseSndelPdecfoi.

" Over a five-year horizon, several Asian stock markets are expected to outPerforT

the US stock market by at least three tîmeS. Exchange rates witI, however, continue

to be a major risk factor.

2.0 Respofldilg toi the Crisis: Mofley, Markets, and Moral Hlazard

The early phase of the crisis, which was marked by denial on the part of some Asian

econornies and a Iack of publicly-available information on the extent of the problerns, is

now largely over. The precipitous declifles in Asian currency and equity market values

have foroed the Most seriously-affected countries to seek help from the International

Monetary Fund (IMF). This is a familiar role for the IMF, yet it is challenged as neyer

before because of the number of couitries reqLliriflg assistance and the magnitude of

thei r problems. Somne participants felt that the more rapid spread of contagion and the

greater severity of the crisis compareCi to previoIJs episodes is due in part to

technological advarlces in financial markets, the creation of new financial instruments,

and the influenc e of a relatively smail number of global funds with enormfous assets.

The rote of hedge funds as such - a subject that was giveri much attention during the

APEC Leaders' Meeting, mostly at the Malaysiafl Prime Minister's insistence - was

thought to be small.

\AMI thp crisis lead to international restrictions on capital mobility? The roundtable was


