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Table 3. Cross-border Portfolio Investment Flows, 2005 (Billion USD, Percentage of total) 
Investment to:  

Investment from NAFTA EU-15 East Asia ROW World Total 
Total Portfolio Investment 
NAFTA 743 (15.6) 1,890 (39.6) 827 (17.2) 1,315 (27.5) 4,775 (100.0)
EU-15 2,127 (17.6) 7,592 (61.6) 661 (  5.4) 1,937 (15.7) 12,316 (100.0)
East Asia 895 (33.2) 914 (33.9) 157 (  5.8) 729 (27.1) 2,693 (100.0)
Rest of the 
World 1,716 (42.2) 1,505 (37.0) 146 (  3.6) 697 (17.2) 4,064 (100.0)

World Total 5,480 (23.0) 11,901 (49.9) 1,79
0 (  7.5) 4,677 (19.6) 23,848 (100.0)

Long-term Debt Securities Investment 
NAFTA 244 (22.4) 441 (40.4) 58 (  5.3) 348 (31.9) 1,091 (100.0)
EU-15 1,100 (14.8) 5,008 (67.5) 151 (  2.0) 1,157 (15.6) 7,415 (100.0)
East Asia 669 (33.9) 717 (36.4) 51 (  2.6) 536 (27.2) 1,972 (100.0)
Rest of the 
World 1,432 (48.9) 1,041 (35.5) 73 (  2.5) 386 (13.2) 2,931 (100.0)

World Total 3,444 (25.7) 7,207 (53.7) 332 (  2.5) 2,427 (18.1) 13,409 (100.0)
Equity Securities Investment 
NAFTA 499 (13.5) 1,449 (39.3) 769 (20.9) 967 (26.2) 3,684 (100.0)
EU-15 1,027 (21.0) 2,584 (52.7) 510 (10.4) 780 (15.9) 4,901 (100.0)
East Asia 226 (31.3) 197 (27.3) 106 (14.7) 193 (26.8) 721 (100.0)
Rest of the 
World 284 (25.1) 464 (41.0) 73 (  6.4) 311 (27.4) 1,133 (100.0)

World Total 2,036 (19.5) 4,694 (45.0) 1,45
8 (14.0) 2,250 (21.6) 10,439 (100.0)

Note: NAFTA = North American Free Trade Area; EU-15 = Old European Union-15 countries; East Asia = Japan; 
Korea; PRC; Hong Kong, China; Singapore; Indonesia; Malaysia; Philippines; Thailand; and Viet Nam. 

Source: International Monetary Fund, Coordinated Portfolio Investment Survey, December 2005. 
 

(3) Macroeconomic interdependence  

An important consequence of these growing real and financial linkages—although the latter 
is limited—is the heightened macroeconomic interdependence and business cycle co-
movements within East Asia. Growth rates of real macroeconomic activities have become 
increasingly synchronized. Using annual data for 1980–2002, Kawai and Motonishi (2005) 
demonstrate that the real activity variables—such as growth rates of real GDP, real personal 
consumption, and real fixed investment—were highly correlated among major economies in 
East Asia, notably among Japan; Korea; Taipei,China; Singapore; Malaysia; and Thailand 
with Indonesia and the Philippines beginning to join this group. However, real activity 
variables of the PRC and low-income ASEAN members were not highly correlated with 
those of other East Asian economies. Surprisingly, East Asia’s real activity variables were 
not strongly correlated with US or European real activity variables. 

Using annual GDP data for 11 of the ASEAN+3 countries for which data are available 
(except Brunei Darussalam and Cambodia), Rana (2007) provides simple 10-year moving 
correlations between real GDP growth of individual ASEAN+3 members and the group as a 
whole (excluding the reference member) from 1989 to 2005. Figure 1 shows that correlations 
have been increasing, especially after the financial crisis, suggesting greater synchronization 
of business cycles among ASEAN+3.9 Correlations have been converging towards 0.8–0.9 
in the Philippines, Indonesia, Japan, Malaysia, and Thailand. They are a bit lower (between 
0.6 and 0.7) in Lao PDR, PRC, Singapore, and Viet Nam. On the other hand, correlations of 
business cycles of the ASEAN+3 group as a whole with those of the US and the EU 
countries (proxied by France, Germany, and Italy), however, are falling over time (Figure 2). 
                                                 
9 The only exception is Korea, where correlation appears to be falling somewhat after 1998. 




