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Table 1: Slopes of AS and AD Curves 

 Thailand Indonesia
AS Curve Slopes     
Pre-crisis 0.59 0.316 
Post-crisis 0.008 -0.133 
All periods (1994q3-2005q4) 0.01 0.019 
AD Curve Slopes     
Pre-crisis -0.919 -0.819 
Post-crisis -0.686 -1.008 
All periods (1994q3-2005q4) -0.799 -1.474 

Source: calculated from the decomposition model. 

Broken down into pre- and post-crisis, Table 1 shows that the slope of the AS curve in both 
countries became much flatter after the crisis, i.e., from 0.590 to 0.008, and from 0.316 to -
0.133 in Thailand and Indonesia, respectively.4 In the case of AD curve, however, the trend 
was the opposite: it became flatter in Thailand (from -0.919 to -0.686) and steeper in 
Indonesia (-0.819 to -1.008). This clearly suggests that after the crisis, an AD-based policy 
would have been even more effective than before the crisis in stimulating growth and less 
effective for controlling inflation. This finding is most profound in Indonesia because not only 
has the slope of the AS curve turned negative, but the AD curve has also become much 
steeper. In Thailand’s case, the post-crisis AS curve slope remains positive, and the 
negative-slope AD curve has become less steep. 

Capacity utilization during and after the crisis is usually low (i.e., the gap between potential 
and realized output is large), in which case an expansionary policy is needed. As shown in 
Figures 3A and 3B, this was indeed the case in Thailand and Indonesia, respectively. 

Figure 3A. Thailand’s Capacity Utilization 

 
Source: Ministry of Finance, Thailand. 

                                                 
4 By now it has been widely recognized that the Asian financial crisis was not a standard current account crisis. 
There was little evidence of substantial overvaluation of exchange rates (only about 5–8% stronger than their 
1990–1996 average), and there was a dramatic swing of the current account, i.e., from deficit to surplus. For 
example, in Thailand, the current account swung from a deficit of 8% of GDP in 1996 to a surplus of 12% in 1998. 
This startling adjustment was accomplished entirely by a compression of imports, as they plunged by 40%. 


