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It should be noted, however, that Asian local currency bond markets might not end up as 
highly correlated with the US dollar bond market as the Australian dollar bond market, or the 
euro bond  market for that matter. The yen bond market has retained a low correlation 
notwithstanding the deep involvement of foreign banks and securities firms in the market. 
Although there is some recent evidence of closer linkage of the yen bond market and global 
bond markets, the record from the mid-1980s into this century, at least, suggests that Asian 
local markets might not be on the path taken by the Australian bond market. 

 
B. The Samurai Market 

 

The yen bond market for East Asian issuers  has not contributed as much to regional 
integration as one might have anticipated given Japan’s status as a creditor country. There 
was a time before the Asian financial crisis when it seemed that Asian issuance in the yen 
bond market in Tokyo (the so-called Samurai market) might really take off and that this 
market  might  develop  a  strong  regional  bias.  But,  as  noted  by  Ogawa  (2005),  Asian 
issuance in this market never really recovered from the Asian financial crisis (Figure 5). 

 

 
Figure 5: Asian Issuance of Samurai Bonds in the Tokyo Market 
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Source: Nishi and Vergus (2006). 
 
 
Why is this so? Nishi  and Vergus (2006) note that lack of recovery of Asian  Samurai 
issuance reflected the current account and corporate surpluses in the region, as well as the 
stronger appeal of the euro bond market to regional issuers as compared with that of the 
predecessor currencies. Still, Asian issuance of US dollar  bonds did recover its pre-crisis 
levels, so the performance of the yen market remains to be explained. 

 
In retrospect, the timing of the elimination of the requirement for an investment grade rating 
for Samurai issuance in 1996 was unfortunate for the integration of Asian capital markets. 
This allowed issuance by an Indonesian name and a Hong Kong based securities firm with 
considerable credit exposure in Indonesia. Their defaults in 1997 left  Japanese  investors 
hesitant to  buy Asian bonds issued by names other than the best  sovereigns or quasi- 
sovereigns. This hesitation was reinforced by a subsequent default of a Chinese provincial 
name in 2000, the difficulties of Xerox, and the defaults of Enron in the euroyen market and 
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