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Abstract

The study object of this dissertation is the fluctuation of exchange
rate of currencies in the economic entities in East Asia. A detailed
analysis is made of the basic features and main reasons of rate fluctua-
tion of every countries and areas in East Asia whose economics are in
different levels. This dissertation also discusses the role of Renminbi in
the stability of exchange rate in East Asia and its reasons.

This dissertation is composed of three parts: introduction, main
body and conclusion. The structure, methodology and creativeness are
included in the introduction part. There are five chapters in the main
body. Chapter one is exchange rate change theory and -exchange rate
system. Chapter two is the stage analysis of the exchange rate change
of Japanese Yen. Chapter three-is the comparative analysis of the ex-
change rate chenge of the Four Little Dragons in Asia. Chapter four is
the exchange rate change of main ASEAN countries and the reasons.
Chapter five is the stability of the exchange rate of Renminbi and its
regional significance.

Chapter one is exchange rate chémge theory and exchange rate
system. Based on the comprehensive discussion of relevant theories of
exchange rate change and example research, a study is made of the his-
tory of international exchange rate change. The basic purpose of the

reform of the international exchange rate system is then presented
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here. A theoretical discussion is also made of those problems such as
the international exchange rate system and the international currency
entity, fixed exchange rate system and floating exchange rate. This
chapter is the theory foundation of the whole dissertation. It mainly
reveals the interdependent relation shié between exchange rate change
and the international exchange rate system change. An argument is al-
so presented about the interacting relation between the international
exchange rate system change and the choice of exchange rate system
and its change of different countries and areas.

Chapter two is the stage analysis of the exchange rate change of
Japanese Yen. It is believed that the gradual increase of Japanese Yen
between 1971 and 1984 is closely connected with the sharp rise of
Japanese economics and great international favorable balance of pay-
ments deficit. It is also connected with the unsymmetrical influence of
petroleum crisis, the reform of Japanese financial system and the inter-
nationalization of Japanese Yen and the government’s choice of policy.
The revaluation of Japanese Yen between 1985 and 1995 is mainly con-
nected with the economic intensity between Japan and US, the great
movements of international capital and the strength of protection ten-
dency of different countries. The devaluation of Japanese Yen ex-
change rate has something to do with the inverse change of American
and Japanese economic growth, the structure of Japanese economics,
the policy choice of Japanese and American economics, the Asian fi-
nancial crisis and the shortcomings of the international financial sys-
tem. The staée analysis of the exchange rate change of Japanese Yen
mainly reveals the importance of economic growth in the exchange rate
change. This part also discusses the role of inside and outside factors in

the exchange rate change such as policy choice, international capital




Abstract 3

movemeénts, trade protection and international financial environment.
Chapter three is the comparative analysis of the exchange rate
change of the Four Little Dragons in Asia. In Briton Forest System,
the Four Little Dragons carry out fixed exchange rate system in differ-
ent ways. Firstly, the foundations of their fixed exchange rate systems
are different. Only Korea and Taiwan are members of Briton Forest
System. Hong Kong and Singapore indirectly connect with US dollars
via the fixed rate with UK pounds. Secondly, the time periods of car-
rying out the fixed exchange rate systems are different. Korea execut-
ed the fixed exchange rate system sticking to US dollars from 1945 to
1980. Taiwan executed the exchange rate system gradually sticking 1o
US dollars from postwar time to 1979. Hong Kong executed the pound
remittance system from the postwar to 1972. And it began to be con-
nected with US dollars from 1972 to 1974. Floating exchange rate was
carried out in 1974. Singapore executed pound remittance system from
the independence time to 1972. It began to be connected with US dol-
lars from 1972 to 1973. And floating exchange rate system was exe-
cuted in 1973. The Four Little Dragons all executed fixed exchange
rate system, but fluctuation did exist in this perwd And the exchange
rates of different countries changed to different degrees. Of them, Ko-
rea experienced the most frequent and most dramatic change of ex-
change rate. Taiwan currency experienced devaluation tendency in the
1950s and so did Hong Kong. But its devaluation was caused by the
devaluation of pound, so comparatively, Hong Kong currency did not
devaluate.. Singapore currency was the most stable one. The compara-
tive analysis ‘of the exchange rate change of the Four Little -Dragons
shows that the choice and change of exchange rate system are the main

factors influencing the exchange rate fluctuation.
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Chapter four is the exchange rate change of main ASEAN coun-
tries and the reasons. A research is made into the exchange rate fluctu-
ation of main ASEAN countries such as Indonesia, Malaysia, Philip-
pines, and Thailand. It is found that of all the factors influencing the
exchange rate change, exchange rate system plays the foundational
role. The choice of the system determines the tendency of the ex-
change rate change. The changes in the system itself cause unusual
change of the exchange rate. Under the open economic conditions, it is
of great practical significance to developing countries to choose appro-
priate exchange rate system and carefully deal with the change of ex-
change rate system. A better choice of exchange rate system for
ASEAN countries is to change the sticking of the main sole currency to
the currency basket instead of to the exchange rate system. Dynamic
adjustment is made to the currency basket. And the change range of
exchange rate is determined according to the exchange rate target area
administration model of Krugman.

Chapter five is the stability of the exchange rate of Renminbi and
its regional significance. Compared with the fluctuation of exchange
rate of other East Asian Countries and areas, that of Renminbi shows a
stable development tendency. The basic factor of the stability of Ren-
minbi exchange rate is the choice of its exchange rate system. And in
the same time, the fast and excellent increase of China’ s open eco-
nomics also does active contribution to the stability of exchange rate.
The reasonable choice and firm implement of government macroeco-
nomic policy is another important factor to avoid the regional currency
crisis and the inside economic retrenchment. International policy coor-
dination becomes a necessary requirement in the economic globaliza-

tion. And the cooperation in the field of currency is one of the impor-
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tant aspects. East Asia has not made any contribution to the global re-
gional currency cooperation. But after experiencing the financial crisis
at the end of the 20" century, East Asia hopes eagerly to solve the
problem of stability of currency exchange rate not only subjectively but
also objectively. The exchange rate of Renminbi has experienced vari-
ous impacts since its joining on January 1, 1994. Yet it still keeps the
stable relation with US exchange rate. The econoniic entities of East
Asia graduallyi recognize and accept Renminbi. China’ s economic
strength keeps continuously increasing. And the re — evaluation of the
role and influence of Renminbi in regional exchange rate stability and -

economic growth has become an important project.
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