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The propensity of most Asian economies to manage exchange 
rates, especially when their currencies were under appreciation 
pressure, meant that they accumulated large balances of foreign 
exchange reserves. The accumulation of foreign exchange 
reserves not only was an insurance against a sudden reversal of 
capital inflows but may also have allowed these countries to 
achieve some degree of monetary independence and exchange 
rate stability while they moved toward greater capital account 
openness (Aizenman, Chinn, and Ito 2009; Kim and Yang 2009). 
Reserve accumulation may have thus served useful purposes 
from the point of view of individual countries. From a more 
global standpoint, however, the outcome was costly. It allowed 
large US current account deficits to be financed at low cost and 
contributed to the global imbalance, the unwinding of which was 

Figure 4: Movements of Selected Asian Currencies 
vis-à-vis the United States Dollar

Source: International Monetary Fund, International Financial Statistics on-line database. 

Available at: www.imfstatistics.org/imf/.
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