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Note: EU = France, Germany, and Italy 
Source: Rana (2007). 

 
These results suggest that emerging East Asia’s real activity variables tend to be more 
highly correlated with those of Japan than with those of the US and the EU. One 
interpretation for this is that major East Asian economies—including Japan and its emerging 
neighbors—are subject to common supply shocks, which are different from shocks hitting 
the US or the EU.10 The PRC did not exhibit strong business cycle co-movements with other 
                                                 
10 See Bayoumi and Eichengreen (1994) for evidence up to the early 1990s. 




