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Bl Export & Import Vahes of Foreign Trade Purchase Order for Exports
H i mEE SR =2 ik 1 5 %8 A 22 P — e £ 496 52
Year [=F =) Annual Rate (=T Annual Rate iy == Annual Rate
& Amount of Change A mount of Change (H M 3550 Amonnt of Change
Month (Ml USS) (96) il USS) (96) Trads Balance (Ml USS) 96>
2001 126,612 - 109,588 - 17.024 135,714 -11.54
2002 135,774 7.24 115,116 5.04 20,658 150,952 11.23
2003 151,345 11.47 130,249 13.15 21,096 170,028 12.64
2004 183,643 21.34 171,554 31.71 12.089 215,087 26.50
2005 199 761 8.78 185,438 g8.09 14,323 256393 19.20
2006 225904 13.09 206,442 11.33 19462 299313 16.74
2007 248,792 10.13 223,115 8.08 25677 345814 15.54
2008 258,051 3.72 244 467 9.57 13.584 351,723 1.71
i 2009 205,663 -20.30 177.598 -27.35 28.065 322,440 -8.33
2010 278,008 35.18 256274 44 30 21,734 406,720 26.14
2011 312,923 12.56 288,062 12.40 24 861 436,125 7.23
2012 306,409 -2.08 277.324 -3.73 29,085 441,007 1.12
2013 311428 1.64 278.010 0.25 33,418 442 929 0.44
2014 320.092 2.78 281.850 1.38 38.242 472814 6.75
i 2015 285.344 -10.86 237219 -15.84 48,125 451814 -4.44
2015 1 25491 2.87 21,108 -3.39 4383 39,038 8.11
2 20,171 -6.61 15.684 -22.68 4.487 29,890 -2.66
3 25.643 -9.40 21938 -17.58 3.705 38427 1.28
4 23,802 -12.34 19,296 -22.13 4,506 37318 -3.99
5 26,024 -4.25 20,733 -5.78 5291 35793 -5.85
6 23,385 -14.82 21452 -16.24 1.933 36,582 -5.76
7 23,833 -12.69 20,544 ~17.69 3.289 36,287 -4.96
8 24412 -14.60 20.836 -15.13 3.576 35,026 -8.33
=] 22979 -14.67 18,054 2291 4925 41345 -4.54
10 24.450 -10.67 18.715 -18.79 5.736 42,548 -5.26
11 22,605 -17.16 20458 -11.45 2.147 40,755 -6.33
12 22 549 -13.79 18.402 -14.93 4.147 38.805 -12.26
2016 1 22,192 -12.94 18.676 -11.52 3515 34,186 ~12.43
2 17.755 -11.98 13.617 -13.18 4,138 27.669 -7.43
3 22,720 -11.40 18,218 -16.95 4,502 36,625 -4.69
4 22250 -6.52 17.447 -9.58 4,803 - —
1.8 H 84917 -10.71 67.959 -12.90 16.958 98,480 -8.27
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Gain or Lose from China’s Rebalancing?

Domestic Value Added Exported for Chinese
Ultimate Demand—Consumption vs. Investment

% of GDP
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Figure 2.6. Change in Value-Added Exports to China after

China's Rebalancing
(lmpact in percentage points due to a 1 percentage point increase
[decrease] in China's consumption [investment] growth)
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> Spillovers through trade

v" Lower imports by China are weighing on
growth in exporting countries

> Financial link

v' Korea, Singapore, and Taiwan, have
substantial financial links with China
Figure 2.3. Channels of Spillovers from a Slowdown in China
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Figure 2.3.2. Asia: Financial Claims on

China and Hong Kong SAR
(Portfolio, bank, and foreign direct investment
claims; percent of GDP)
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TPP Expansion (FTAAP)

O

“Although the TPP is open to the accession of new
members, the possibility of acceding is only
automatic for APEC members.” World Bank (2016)

Figure 11.B.4. The TPP as a subset of ongoing discussions
of mega-regional FTAs in East Asia and the Pacific

Papua New Guinea
Hong Kong SAR, China
Russia

______________
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FTAAP = Free Trade Area of the Americas and the Pacific
World Bank Group (2016), “Growing Challenges” April, 2016
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World Bank, Global Economic Prospects Ch.4 (Jan. 2016)
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» Euro Area : European Economic
v A Successful experience?

Liechtenstein

v Why Fail at this moment? T BRA
. Lack of fiscal discipline 4
. . . EFTA
. Financial fragmentation
> UKIP Referendum switzer- | Iceland
'~ Norway
. ; land
v Benefit: free trade with EU |
\

v Costs and Disputes \
. Eurozone debt crisis (€, £) |
- Recent refugee crisis

» Why Norway not in EU

v Fishing & agrlculture would suffer EEA : European Economic Area
v But no seat In EU EFTA : European Free Trade Association




Towards A Genuine EMU

O

...break the vicious circle between banks and sovereigns...

> Fiscal integration and Banking Union

18

v Completing the Union to Overcome the Crisis*

“... A determined and forceful move toward a more complete EMU, particularly a
banking union and more fiscal integration, is needed to arrest the decline in
confidence engulfing the region. ...

v The vision for the future EMU comprises four building blocks

7) an integrated financial framework (SSM, deposit insurance, resolution)
2) an integrated budgetary framework (6 packs, Fiscal Compact, 2 packs)
3) an integrated economic policy framework

4) strengthened democratic legitimacy and accountabilily.
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Joint Declaration of the Macroeconomic Policy Authorities of TPP Countries

» Acknowledging the importance of macroeconomic stability to the success of the TPP, we
decided to strengthen our cooperation on macroeconomic and exchange rate policies.

> In promoting macroeconomic cooperation, we recognize the diversity of economies in the
TPP region and the differences in their levels of development.

> Recognize the importance of orienting our fiscal and monetary policies toward meeting
domestic objectives, with due regard for the effects of our policies on other TPP countries.

. > Recognize that allowing real exchange rates to adjust in line with economic fundamentals
i facilitates smooth macroeconomic adjustment, helps to avoid prolonged external |mbalances
and promotes strong, sustainable, and balanced global growth. :

» To promote, through transparency and dialogue, market-determined and transparent exchange
. rate regimes that allow real exchange rates to adjust to reflect underlying economic fundamentals.

> Recognize that excessive volatility in capital flows can create policy challenges that may
i require a policy response.




Joint Declaration of MPA

> Exchange Rate Policies :
. v Each Authority confirms that its country is bound under the Articles of Agreement of the IMF to

avoid manipulating exchange rates or the international monetary system in order to prevent
effective balance of payments adjustment or to gain an unfair competitive advantage. '

v' Each Authority is to take policy actions to foster an exchange rate system that reflects
underlying economic fundamentals, and avoid persistent exchange rate misalignments.

v' Each Authority will refrain from competitive devaluation and will not target its country’s
exchange rate for competitive purposes.

» Macro Policy Consultation

v" Multilateral dialogue: ...Bilateral discussions...do not preclude an Authority from raising
such issues with the Group.

v" The Group will, at its annual meetings, consider the macroeconomic and exchange rate
policies of each TPP country, especially the effects of such policies on other TPP
countries, ...and the policy responses which address imbalances..




No Currency Provision in TPP

> Yellen’s Comments (Yellen’s testimony ;efore the Senate Banking Committee on Feb. 2015)

v" | would really be concerned with a regime that would introduce sanctions for currency
manipulation into trade agreements when it could be the case that it would hamper or hobble
monetary policy

> Lew’s letter (letter to Congress on TPA Bill and Currency Provision, April 21, 2015)

v All of the partners consulted have made clear that they will not support the introduction of
enforceable currency provisions in the context of trade agreements, and specifically, the TPP

> An Open Letter to Congressman*

v Itis not desirable for trade agreements to include provisions aimed at so-called currency
manipulation. This is because monetary policy affects the value of currencies

v Attempts to penalize countries for supposedly manipulating exchange rates would thus
impose constraints on U.S. monetary policy

* The Economists: Alan Greenspan, Charles L. Schultze, Martin Feldstein, Michael J. Boskin, Laura D’Andrea Tyson, Martin N. Baily, R. Glenn
Hubbard, N. Gregory Mankiw, Harvey S. Rosen, Ben S. Bernanke, Edward P. Lazear, Christina D. Romer, Austan D. Goolsbee, Alan B. Krueger

(The letter writers were chairs of the President’s Council of Economic Advisers under 7 Presidents, March 5, 2015)
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SNB’s Experience
» The First Black Swan in 2015 o WS () ——EURCHE

600 ro1.1

500 - 1.2

v" CHF appreciate sharply (more than 20%/day)

400 r 1.3

CHF/EUR —CHF/EUR 300 - 1.4
16 -
200 - 1.5
15 4 2011/9/6 2015/1/15 100 16
SNB set minimum exchange SNB lift the min. fx rate
rate of CHF1.20 per euro and cut interest rate 17
14 1 2015/1/14 <
(1.20095)
13 - Breakdown of exchange rate gain / loss by currency
15 2010 2011 2012 2013 2014
' EUR | -21,202.0 -2,098.2 -448.2 3,432.5 -4,079.7
1.1 ~ usD -8,931.9 4240 -4,810.4 -2,566.8 14,278.8
M JPY -670.9 1,217.7 -4,710.7 -7,883.7 -884 .4
1 2011/8/10
(1.03002) 0151115 CAD -619.7 -97.9 -335.0 -1,595.4 457.6
0.9 - (0.97554) GBP -1,020.2 343.9 -204.9 -139.9 1,420.1
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Source: SNB (in CHF millions)




Impacts of BoJ’'s QQE on Asian Economies

> Asia’s trade-weighted exchange rate :
v" JPY has a high share in Asia’s trade-weighted exchange rates (TWI)
v" Appreciation against JPY has generated notable TWI appreciation for most Asian economies

» Competition in Automobile Sector (Korea)
v" Depreciation of KRW(/JPY) conferred a competitive advantage to Korean carmakers after GFC
v" The depreciation of JPY (thanks to QQE) turns the story around

The Yen has a large weight in Asian TWIs Consolidated Operating Margin Trend
35% ) mUSD mEUR: mJPY = CNY Hyundai Toyota Honda
30 E 10 3"5mn-aa
| 949’5 9.2%
25 - l

20 - I

15 -
| | z A%
S :
0 i W 2010 2011 m 2012 " 2013 2014

TWD CNY KRW SGD THB MYR PHP IDR WonperYen 1334 1393 14.00 1119 9.9 (7.9in2007)

BIS weighting matrix for broad indices (NEER) Ree et al (2015), “Should Korea Worry about a Permanently Weak Yen?” IMF WP 15158




RMB (CNY) Shock

. ——CNY NEER (BIS) ——CNY REER (BIS)
» CNY Depreciate unexpectedly
[ ' 125 T
v" Too strong if peg against $ = CFETS e
120 T
[ [] [ ] 121.449
115 (2014/12)
\/ /
2. Emerging Market Currencies Affected by 10 7
the Renminbi Move, 2015 Llosce
105
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Peruvian new sol 6.5 \‘\flxing rate formatiorl/l
Thaibant DR e
Indonesian rupiah 64
Mexican peso
Chilean peso 63
South African rand NV Low
Malaysian ringgit 6.2 . 201'5/11/30
Turkish lira IMF's SDR
Colombian peso 6.1
Kazakh tenge
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> New Zealand CB'’s Joint Statement after Joint Declaration

v" The Joint Declaration sets up regular dialogue on macroeconomic and exchange rate
policy issues, with the aim of sharing information and understanding the impact of
policies on other countries

v" A SOE can be affected by other countries’ macroeconomic choices. Macroeconomic
stability plays an important role in supporting stronger trading and investment flows

v The framework does not restrict the ability of the RBNZ to intervene

> IMF’s Chief Lagarde®

v If policies are viewed only from a national perspective, we may end up in a world of ad
hoc intervention, less rebalancing, and the potential to export financial instability

v" This would be a world of possibly large welfare losses..., with not just spillover effects —
from AEs to EMEs, but ‘spillbacks’ — feedback effects from EMEs to AEs

* Source: Lagarde’s speech, “Navigating Monetary Policy in the New Normal” (2014/5/25)



Monetary Policy Coordination

> John B. Taylor (2013)

v The first explanation holds that deviations from rules-based policy at several central
banks created incentives for other central banks to deviate from such policies

v" The second explanation either does not see deviations from rules or finds such
deviations benign; it characterizes recent unusual monetary policies as appropriate,
explains the complaints as an adjustment to optimal policies, and downplays concerns
about interest rate differentials and capital controls

» St. Louis Fed’s James Bullard (2014)

v If unconventional U.S. monetary policy is effective, the traditional view is more nearly
correct and the gains from international policy coordination would be small

v If unconventional policy is ineffective, the alternative view is more nearly correct and
the global gains from the U.S. shifting to a better policy may be large
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The Role of NEER and REER
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v BLEESEEENTIIMEE  Ahigher degree of vertical specialization and more global supply chains
act to reduce the sensitivity (trade balance to RER)....RER adjustment is only part of the solution
for global rebalancing, and needs to be accompanied by other policy actions*

v RIS 0 TR SR Y CIHYREER &M R 5 4k A AR R A
T GURIVEAPHII — A" 01T T aSnanecen o AR

#H 0§ % %0 ) REER B (B 4HE) 140 \ 100
B 1] 130 N |
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20

*Ahmed et al (2015), “Depreciations without Exports? Global
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Value ChalnS the EXChange Rate EIaStICIty Of EXportS, World 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2015

Bank: Policy Research Working Paper, No. 7390 RHAE £ MR -~ FIA Q1 Q2
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* BIS Quarterly Review, Sep. 2011 HILERTT (2015 I A FTEHSE &R




Hot Money and Managed Floating Regime
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> ERIBEESRE (He2) HER Y S8 O EEAEEIRRNEZE
$ Billion
2007 2008 2009 2010 2013*
(1) | International Trade in Goods, (import and export) 33,830.0 39,095.0 30,957.0 37,075.0 44,455.0
(2) | Daily average (1) / 240 141.0 162.9 129.0 154.5 185.2
(4) | Spot Turnover in FX market (daily average) 1,005.0 1,166.7 1,328.3 1,488.0 2,046.0
(3) | Traditional Turnover in FX (daily average) 3,324.0 3,543.0 3,762.0 3,971.0 5,345.0
(5) Ratio (= (2) / (3)) 14.03% 13.96% 9.71% 10.38% 9.05%
(6) Ratio (= (2) / (4)) 4.24% 4.60% 3.43% 3.89% 3.47%

Source: WTO and BIS

> “I find the ‘big fish small pond’ analogy quite fitting. When a big fish, large
and volatile short-term capital from advanced economies, enters a small pond,
shallow and less liquid financial markets typical of emerging economies, it
causes quite a splash.”
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v IMF finds more countries adopting managed floating regime, according to a survey in 2013*

> NEERFEREFEIEEE - HraNEERERFIIERE - AEINE 2 KRR

*Nikkei Asian Review. Nikkei. August 19, 2014



