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As indicated in both indexes, most Asian countries have shown a gradual liberalization of 
capital account transactions since the 1990s. One interesting exception is Malaysia, which 
took serious capital controls after the Asian crisis to mitigate the adverse effects of capital 
flows. In general it is fair to say that Singapore and Japan as the most liberalized economies 
in capital account. Indonesia, Philippines, Thailand, and Korea are in the middle in terms of 
Asian capital restrictions. The PRC is the most restricted in the index.  

3. EMPIRICAL REGULARITIES  
Figures 1, 2, and 3 show movements in domestic currency value vis-à-vis the US dollar 
based on their de jure classification. The fixed group of the PRC and Malaysia show steady 
pegged currencies vis-à-vis the US dollar after the Asian crisis. The PRC has pegged its 
currency to the US dollar since the depreciation in 1994, while Malaysia has kept its peg 
since the Asian crisis. However, in recent years, their currencies show frequent deviation 
from the long-run peg trend (Figure 1).    

The intermediate group including Thailand, Indonesia, Taipei,China, and Singapore show 
higher volatilities in their currencies vis-à-vis the US dollar after the Asian crisis. Especially, 
the Indonesian rupiah had huge depreciation during the tranquil period of 1999 and 2007. It 
is not easy to distinguish the intermediate group and free-floating group by tracing the 
movements in domestic currency vis-à-vis the US dollar. Most members of the free-floating 
group shows similar patterns of movements in exchange rates.  

Figure 1: Exchange Rate; Fixed Peg (1990=100) 

Fixed regime: Nominal Exchange Rate vis-à-vis US Dollar
PRC, Malaysia
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Sources: International Financial Statistics (http://www.imfstatistics.org/imf/) and CEIC (http://www.ceicdata.com/). 
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