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;~ e.! DEPARTMENT OFTHE TREASURY 
WASHINGTON, D.C. 

ASSISTANT SECRETARY 

INFORMATION 

MEMORANDUM FOR DEPUTY SECRETARY SUMMERS 

UNDER SECRETARY LIPTON 


FROM: 	 Timothy Geithner ~i\ ~ ( 

Assistant Secret:Jkor International Affairs 


. SUBJECT: 	 Impact of financial turmoil in Southeast Asia on the U.S. and !apanese 
economies 

Attached is the IMI analysis of the impact of financial turmoil in Southeast Asia that Deputy 
Secretary SUInmers requested. It is a revised version of analysis included in the Hong Kiong 
briefing book. Analyses from FinA IT Tokyo, Goldman Sachs and Salomon Brothers ate also. 
included for comparison. 

IMI estimates that recent turmoil will lead to a 0.3% of U.S. GDP real reduction in the UJ.S. net 
exports in 1998 and to a 0'.5%. of Japanese GOP real reduction in Japanese net exports. bther 
analysts have generally estimated that the crisis will have an impact on U.S. GOP of under 0.1 % 
and on Japanese GOP of between 0.1 and 0.3%. 

IMI analysis predicts a larger possible impact than other analyses because: 

• 	 It incorporates more recent movement in Southeast Asian exchange rates into its analysis 
(through October I);. . . ' . I 

• It assumes that exchange rate movements have a larger impact on real trade flows than 
other analyses: 

• £t includes Korea; 
• It is calculated in real rather than nominal terms; 
• It assumes that in the absence of recentdepreciations by Southeast Asian currencies 

. against the dollar, the yen would have depreciated agains! Southeast Asian currJncies. 
which would have translated into a positive stimulus to Japanese exports. 

Attachments: 	 Tab A:. "The Impact of the 'Thai Crisis' on Japan and the United States" 
TabB: FinAIT Tokyo analysis 
TabC: . Salomon Brothers"!,malysis 
TabD: Goldman Sachs analysis 

cc: 	 David Wilcox. Economic Policy 



Brad Setser/ IMI 
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October 1, 1997 

IMP ACT OF THE "THAI CRISIS" ON JAPAN AND THE UNITED STATES 

SUMi'AARY 

IMI analysis suggests that impact of the "Thai crisis" and the resulting financial turmoil in 
Southeast Asia and Korea on both the United States and Japan is likely to be significant -_. 
particularly if recent downward movement in the Indonesian rupiah, Malaysian ringgit and 
Philippine peso are sustained -- but not catastrophic: 

• Estimated impact on the United States: a $10.6 billion real deterioration of the U.S. 
trade balance with Korea and the five leading Southeast Asian economies in .19~7, . 
between 0.1 and 0.2% ofGDP, and a $26;5 billion deterioration in 1998, 0.3% ofGDP;. 
relative to baseline projections. 

• Estimated impact on Japan: a $9.0 billion real reduction in Japanese n~~ expo~s in 
1997,0.2% of Japanese GDP, and $21.2 billion real reduction in 1998,0.5% ofGDP, 
relative to baseline projections. 

• Tbe nominal impaCt on both the United States and Japan will be smaller: increases 
in imports from Southeast Asia will be largely offset by lower prices for each urlit of 
imports. 

• 	 The nature of the impact on the Japanese and American economies is not expected 
to be the same: Southeast Asia and Korea are a much more important market fdr 
Japanese exports than for American exports. 24.25% of Japanese exports go to the 
ASEAN 5 plus South Korea while only 11.1 %of U.S. exports go to the ASEAN 5 plus 

I 
South Korea. Consequently, reduced real exports account for a larger share of the 
anticipated impact on Japan ($13.2 billion out of $21.2 billion total) than for th~ United 
States ($8.5 billion out ofthe $26.5 billion total). 	 . 

• 	 The estimated impact on the U.S. is largely due to increased imports. This suggests that 
the nominal impact will be close to IMI estimates of the real impact for Jap1aiJ., but 
somewhat lower for the United States. 

IMI ANAL YSIS 

IMI analysis assumes that recent turmoil will alter trade in two ways: first, slower groWth in . 
certain Southeast Asian countries, most notably in Thailand, wi 11 translate directly into Ilower 
Japanese and American exports; second, the depreciation of Southeast Asian currencies and the 
Korean won against the dollar will reduce American and Japanese exports and increase American 



and Japanese imports. IMI analysis differs from other analysis in two significant ways: 

o 	 IMI has incorporated the recent movement in ASEAN exchange rates into its analysis. 
IMI analysis assumes nominal exchange rates will remain at their October I, 19~h levels 
and assumes that trade between Southeast Asia, Japan. and the United States is rJlatively 
responsive to changes in relative prices (price elasticities of 0;9 for both imports and 
exports). IMI calculations consequently include a large price effect from the 
depreciations .. Other analysis has tended to focus almost exclusively on the likely impact 
of slower growth in Southeast Asia on American and Japanese exports -- althou~h they 
often utilize estimated income elasticities substantiaHy larger than those employ~d in the 
IMI model. 

• 	 IMI analysis assumes that in the absence of any devaluations by key countries in . 
SoutheastAsia and Korea, the depreciation of the yen relative to the dollar in lat1e 1996 
and early 1997 would have led the yen to depreciate against Southeast Asian cuJrendes 
and the Korean won -- all of which were tied to the dollar. The IMI baseline I . 
consequentlyassumes a yen depreciation in 1997 that would have provided a substantial 
stimulus to Japanese exports to the region in the absence of the crisis. 

These two differences explain why IMI estimates of the impact of the crisis are larger than other 
estimates. Many analysts have argued that depreciations of Southeast Asian currencies lagainst 
the dollar only have offset yen depreciation against the dollar and argue that therefore, the impact 
of the crisis on Japan is likely to be relatively small. However, in the absence o/the reJent 
turmoil, yen depreciation would have provided a substantial positive stimulus to Japan~se 
exports to the region Consequently, even a depreciation that only offsets the yen '$ motement 
against the dollar will have an impact on the Japanese economy. since it will reduce thk positive 
stimulus to the Japanese economy likely to stem from yen depreciation . 

• 	 In the IMI.model, which uses changes in average yearly exchange rates, {he large 
depreciations of Southeast Asian currencies against the dollar in the second half of 1997 
have not been large enough to entirely offset yen-dollar movements in the first half of 
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1997. The crisis is expected to reduce the average real appreciation of Southeast Asian 
currencies against the yen in 1997 and only generate real depreciations against fue yen in 
1998. 


ALTERNATIVE ANALYSIS: UNITED STATES 


Analysis by Goldman Sachs estimates the impact on the United States will not exceed O. t % of 
u.s. GDP -- substantially less than IMI's estimate of 0.3% of U.S. GDP. 

• 	 Goldman analysis uses the impact of the Mexican crisis on the U.S. economy t@ estimate 
. 	 I 

the impact of financial turmoil in Southeast Asia on the U.S. economy. Since the four 
ASEAN countries most affected by recent turmoil account for a smaller fractioh of U.S. 

I 

trade than Mexico, have devalued less against the dollar in nominal terms than Mexico 
and, according to Goldman analysis, are less likely to experience a sharp reduciion in 



growth than Mexico, Goldman estimates that the total impact on the U.S. will be no more 
than 40% of the size of the impact from Mexico, which Goldman estimates as 0.25% of· 
U.S. GOP. 

• 	 Goldman only examined movement in Southeast Asian excnange rates through 
September 1, 1997 and consequently has not yet incorporated subsequent depreciations, 

· pronounced for Malaysia, Indonesia and the Philippines into its analysis. It alsol only 
examines the ASEAN 4, unlike IMI analysis which includes Singapore and South Korea. 
While both the Singapore dollar and South Korean Won have depreciated much less 
against the dollar than other currencies, IMI projections suggest that because of the larger 
volume of trade between the U.S. and these two countries, the smaller depreciati6ns will 
still have a significant impact. 

• 	 IMI and Goldman also define the impact ofboth the Mexican and Southeast Asian crises 
.differently.· Goldman's impact is the nominal change from the year before while 1MI's 

· impact is the real change from baseline projections. 1MI analysis consequently IIould 
produce an estimate of the impact of the Mexican crisis roughly. twice as large (0.5% of. 
GOP) as the 0.25% ofV.S. GOP impact estimated by Goidman. 

ALTERNATIVE ANAL YSIS: JAPAN 

Analysis by HSBC James Capel, Solomon Brothers and FinA TT Tokyo all estimate the crisis in 
Southeast Asia will reduce Japanese net exports by 0.3% or less of Japanese GDP ~- an ~stimate 
substantially smaller than IMI's estimate of 0.5% of Japanese GOP. I 

• 	 FinATT Tokyo estimated that the crisis might reduce Japanese exports by about $4.5 
billion. FinA IT only examined the four Southeast Asian economies (Thailand, Malaysia, 
Indonesia and the Philippines) most affected by the crises, which collectively accbunt for 
12.4% of Japanese exports. Assuming that the crisis will reduce growth in these I 
economies by 3% and that the income elasticity of demand for imports in 3, FinAIT 
Tokyo estimates that the crisis will reduce import demand .in Southeast Asia by 9%, 
l~adjng to a 1.1 % fall in Japanese exports. . 

• 	 Robert Feldman of Salomon Brothers Tokyo estimates that in the worst case~ slower 
growth in Southeast Asia may lead to a 10% fall in Japanese exports to the ASEAN 5 -- a 

· reversal of 1996 Japanese export growth. This would reduce Japanese exports b~ 1.8% 
($6.6 billion) and Japanese GOP by 0.18%. He does not expect the impact of exchange 
rate movements to be larger than the effect of slower growth, and therefore estim~tes an 
upper limit for the potential impact of 0.36% ofJapanese, GDP. 

• 	 Peter Morgan of HSBC James Capel found econometrically that a 1.0% percent 
slowdown in growth in the ASEAN 4 (the countries most affected by the crisis) reduced 
Japanese exports to the ASEAN 4 by 10% and total Japanese exports by 1.2%. ¥organ 
estimates that the crisis may slow growth by 2.0% points, leading to 2.4% drop in 
Japanese exports (0.24% of Japanese GDP). 
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• 	. Both Morgan and Feldman believe that they are examining the worst case scenario and 
are therefore estimating upper limit of the possible impact on the Japanese econoby, 
barring any multiplier effects due to slower export growth .. However, their implibit 
baseline is tittle change in the exchange rate between Japan and key Southeast Abian 
countries. IMJ, in contrasts, believes that the appropriate baseline for comparisbn would 
incorporate an estimate ofthe benefits Japan could expect to accrue from yen 
depreciation prior to recent turmoil. 

• 	 FinA TT, Salomon and HSBC James Capel all conducted their analysis in early 
September and consequently have not incorporated the impact of recent depreciation of 
the Malaysian ringgit, the Philippine peso and the Indonesian rupiah into their adalysis. 

All analysis of the impact of the crisis to date has been rough. Southeast Asian currenciL . 
continue to slide and the full impact of the financial/turmoil on growth in Southeast AsiJ remains 
difficult to estimate. Furthermore, many key interactions are not yet clear. Japanese exborts to 
Southeast Asia, for example, are predominantly (60%) capital goods. The currency devaluations 
make Southeast Asia a more attractive location for reexport operations and consequentl~ may . 
encourage increased investment by Japanese firms in the region (currently one in seven Thai 
manufacturing workers is' employed by a Japanese firm). On the other hand, slower grokh 
makes investment to serve the Southeast Asian market less attractive and many Thai firths may 
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have difficulty obtaining the sufficient credit to exploit new export opportunities given the 
weakness in the Thai financial sector. 

BACKGROUND: U.S. EXPERIENCE FOLLOWING THE MEXICAN CRISIS 

Comparing the impact of the peso crisis on the United States and the current crisis in Southeast 
Asia is reasonable. 1996 U.S. exports to South East Asia and Korea ($68.2 billion) are lcirger 
than 1994 U.S. exports toMexico ($50.8 billion) and 1996 U.S. imports more from South East 
Asia and Korea ($88.5 billion) also exceed 1994 U.S. imports from Mexico ($49.4 billidn). The 
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Thai baht, Malaysian ringgit, lndonesian rupiah and Philippine peso have all depreciated nearly 
as much as the Mexican peso. 

• 	 The Mexican peso fell 31.0% against the dollar in real terms in 1995 before appreciating 
10.3% in 1996 (annual average of year to year changes). Because of the overwh~lming 
importance of Mexico's trade with the United States, the real peso/ dollarexcharlge rate 
is a useful proxy for Mexico's real exchange rate. 

Mexican real GDP growth fell from 4.4% in 1994 to -6.2% in 1995 before the Mexican ~conomy 
rebounded to grow by 5.1 % in 1996. United States exports to Mexico fell by 8.9% in 1995, after 
growing by 22.1 % in 1994. They rebounded to grow 22.6% in 1996. U.S. imports froci Mexico 
continued to grow at the same rate as before the crisis, increasing 23.9% in dollar tenns lin 1994 
and 24.7% in dollar terms in 1995. 

c> 	 The crisis shifted the U.S. trade balance with Mexico from a nominal $1.4 billion surplus 



in 1994 to a nominal $15.4 billion deficit in 1995. Subsequent growth in U.S. exports has 
not been sufficient to reduce the bilateral trade deficit. 

1M1 analysis suggests that the impact of the Thai crisis on Japan could be comparable to the 
impact of the Mexican crisis on the United States, However, the impact on the United States 
should be substantially smaller than the impact ofthe Mexican crisis on the United Statds. 

• The United States' two most important trading partners in the region, South Korla and . , I 
Singapore, are the two countries that have been least affected by recent developments. 

; . I 
• Japan is more vulnerable: Indonesia, Thailand, Malaysia and Thailand collectively 

absorbed 12.4% of Japan's exports in 1996. Mexico only accounted for 10.1 % 6f U.S . 
. exports in 1994. 

Two differences between the Mexican peso crisis and the currrent turmoil in Southeast Asia are 
worth noting. 

• Mexican real GDP fell sharply. Currently. only Thailand is expected to experience a 
similar slowdown in growth. Growth in other Southeast Asian economies is not burrently 
'expected to slow significantly, though this may change as the ramifications ofreJent 
depreciations becomes more apparent. 

• Increased inflation reduced the real impact of the peso's fall. Currently, inflation in 
Thailand, Malaysia, the Philippines and Indonesia is not expected to increase at ~ 
comparable rate. One reason: the large depreciation of the peso against the dOllat 
increased the peso cost of the majority of Mexico's imports while Southeast Asi~n 
countries are less dependent on imports from the U.S.. Southeast Asian currenck~s have 
not moved as much against each other or against the yen as they have against the dollar. 

BACKGROUND: SOUTHEAST ASIA 

During the past five years, Southeast Asia has been one of the most dynamic regions.in the 
world. Thailand, Malaysia, Indonesia and more recently the Phillippines have all develo~ed into 
significant trading partners for the United States and Japan. 12.4% of Japanese exports go to the 
four Southeast Asian countries most affected by the crisis; if South Korea and Singaporei are 
added in, around 24% of total Japanese exports go the area likely to be influenced by recFnt 
financial turmoil. Southeast Asia and Korea account for 11.1 % of U.S. exports and 10.1 % of 
U.S. imports. However, most U.S. trade is with Singapore and South Korea, the two coJntries 
least affected by recent developments. 

• 	 The ASEAN 5 ~d South Korea collectively are nearly as important a market for 
Japanese exports (24% of total exports) as the United States (27% of exports). 

• 	 The ASEAN 5 and South Korea account for a larger share of U. S. trade than Mexico did 
prior t<? the Mexican crisis. 

I 
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Analysis of the recent evolution of trading patterns suggests two important developments. First, 
. the period ofextremely rapid growth in U.S. imports from Southeast Asia appears to be bver. In 

both 1996 and in the first half of 1997, U.S. imports from Southeast Asia increased less ~apidly 
than overall U.S. imports -- and less rapidly than U.s. exports to the region. Japanese in\ports . 
from Southeast Asia, in contrast, exploded in 1996 ;;;- increasing by 25%; this presumabl~ reflects 
prior Japanese FDI in the region. . 

• In 1996 (and in the first part of 1997), South East Asian countries lost market share in the 
U.S. while countries like Mexico and China increased their share of U.S. imports!. 

• 	 The collapse in the price o(memory chips in 1996 undoubtedly has played a role in the 

recent weakness in U.s. imports from "~lectronic dependent" countries like Malaysia and 

Korea. Much of the volatility in U.S. imports from Korea (which increased by 23% in 

1995 and then fell by 6.3% in 1996) can be attributed to volatility in the price of fnemory 

chips. 


• 	 The IMI model tries to incorporate these recent developments into its projections. IMI 

baseline projections have U.S. exports to Southeast Asia and Korea increasing mbre . 

rapidly than U.S. imports. The baseline U.S. trade deficit with Southeast Asia an~ Korea 

consequently is expected to stabilize in 1997 and to shrink substantially in 1998.IThe 

IMI .baseline also assumes a substantial -- though less rapid than in 1996 -- increase in 

Japanese imports from South East Asia in both 1997 and 1998. Japan's trade su¢lus 

with the region was therefore expected to grow much less rapidly than might be dxpected 

gi ven the yen's substantial depreciation against South East Asian currencies and the 

Korean won early in 1997. 


,/ 



f. Emerging Markets Weekly Comment Office ofForeign Exchange Operations 

Week Ending October J, /997 Ti~ DuLaney, Director 

Southeast Asian Currencies (May 1, 1997 - October 1, 1997) 
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u.s. Trade with Southeast Asia and Korea 
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Japanese Trade with Southeast Asia and Korea 
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APPENDIX 

IMI Model Assumptions 

• 

• 

• 

.. 


• 

• 

• 

• 

The model assu.rnes that there is not a significant lag between exchange rate movements 
. and changes in trade flows -- as was the case with Mexico. In practice, small tagk may 

delay some ofthe real impact. 

The price elastiticity.ofU.S. and Japanese imports and exports is uniformly assumed to 
be 0.9 -- a number derived from recent work by the Federal Reserve. A 1.0% re~l . 
deValUation. translatesjnto a 0.9% i.n,rease inreal imports and a 0.9% fall in real iexports. 

All currencies are proJected to stabilize near their October 1, 1997 levels. The TAal baht 
, is projected to stabilize at 36 baht! dollar, the Malaysian ringgit at 3.36/$, the Inn~onesian .. 
rupiah at 3415/$,'the Philippine peso at 34.8/$, the Korean won at 905/$ and the 
Singapore dollar at 1.52/$.' The yen is expected to remain at 120 yen/dollar, 

These nominal depreciations translate into a very large real depreCiation of the Thai baht, 
" I 

thelndonesian rupiah, the Malaysian ringgit and the Philippine peso against the dollar 
(between 25%.and 30% by the end of 1998). The South Korean won and Singapbr~ 
dollar, in contrast, are expected to depreciate by less than 10% in real terms. 

Inflation rates in the ASEAN 4 most affected by the crisis are expected to increase by 
I 

2.0% in 1997 and by 3.0% in 1998. This is a much smaller increase in inflation than in 
Mexico -- a reflection of the fact that large nominal depreciations have been gen~ralized . 

, I . 

this year and thus changes in the nominal exchange rate between ASEAN countries and 
. between ASEAN countries and Japan have not been exceptionally large. This 

assumption may need to be altered. 

I 

INA estimates that recent developments will significantly slow Thai growth -- to 0.5% in 
1997 and 1.5% in 1998 relative to baseline projections of6.6% growth. Small dips in 
growth rates are also expected in South Korea, Malaysia, Indonesia and the Philllppines. 

Efforts were made to calibrate the model to reflect trends in trade between SOUthlast Asia 
and the United States. The baseline assumes that U.S. exports to Southeast Asia [wOUld 
have increased by 8.0% in 1997 and by nearly 11 % in 1998 in the absence of anYj 
exchange 'rate crisis, while U.S. imports from Southeast Asia would have increased by 

, I 

7.6% in 1997 and by 3.3% in 1998. The acceleration of U.S. export growth in 11,98 
reflects an assumption that investment iIi Southeast Asia would begin to recover after a ) 
relatively slow 1996 and 1997; the deceleration ofU,S. imports from South East !Asia 
reflects a predicted slowing in the U.S. growth rate after the strong expansion in 1997. 

. I 
The baseline assumes that the dollar value of U.S. imports from South Korea will rise in 
the second half of t997, partially offsetting the weak tirst two quarters. In 1998, U.S. 
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imports from South Korea are projected to rise in line with overall U.S. imports. This 
projection is consistent with recent Consensus Forecasts predictions. 
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.UNITED STATES SUMMARY 
JRADE EFFECTS UNDER BASELINE AND SCENARIO ASSUMPTIONS 

, (US$ millions) 

BASELINE ASSUMPTIONS: SCENARIO 1 ASSUMPTIONS: 
:> Southeast Asian growth -7%. . :> INA growth projections (See attached: Summary of Key Assumptions) 
:> Korean growth 5.8% in 1997; S.S% in 1998. :> INA growth projections (Attached) 

:> No change in real bilateral exchange rates. :> INA real bilateral exchange rate projections (Attached) 

:> U.S. grows 3.6% in 1997 and 2% in 1998 < See baseline. 

:> Income elasticities = 1 (except U.s. =2) < Sea baseline. 


:> Price elasticities =.9 for U.S. < See baseline. 


:> Trend increase in US exports to SE Asia: < See baseline. 


:> 2% in 1997; 3% in 1998 < See baseline. 

:> No trend increase in US exports to NE Asia < See baseline. 

:> Trend fall in 1997 U.S. imports from Korea of 10% < See baseline. 

:> No trend change in US imports from Korean in 1998 < See baseline. 


UNITED STATES 

1996 1997 Net ExI!~nL...... 
Net EXports--- Exports·' -'Imports Scenario 1 Baseline Difference Scenario 1 Difference 

(from baseline) • 

INDUSTRIAL COUNTRIES 
Japan (49,213) 65,954 115.167 (74,038) (56,186) (17,853) (78,281) (59,846) .•. (18,434) . 

as % 01 U.s. GOP -0.6% 0.9% 1.5% -0.9% -0.7% -0.2% -1.0% -0.7% -0.2% 

DEVELOPING COUNTRIES 
East Asia 

South Korea 3,042 25,653 22,611 1,511 4,102 (2,591) . 2,466I 5,S24 (3,057) 
Taiwan (12,362) 17,540 29,902 0 0 0 0 0 0 

Southeast Asia! Majors 
Indonesia (4,273) . 3.977 8.250 (S,847) (4.367) (1,481) (8,117) (3,984) (4,133) 
Malaysia (9,283) 8,546 17.829 (11,691) (9,994) (1,696) (16,357) (9,60S) (6,752) 
Philippines (2,019) 6,142 8,161 (2,805) (1,611) (1,19S) (4,563) (754) (3,808) 
Singapore (3.623) . 16,720 20,343 (5,248) (4,359) (889) (6,067) (3,77S) (2,292) 
Thailand (4,138) 7,198 11,336 (7,235) (4,425) (2,810) (10,323) (3,861) (6,462) 

SEAsia (23,336) 42,583 6S,919 (32,827) (24,756) (8,071) (45,427) (21,979) (23,448) 
as % of U.S, GOP -0.31% 0.S6% 0.87% -0.42% -0.32% -0.10% -0.S7% -0.27% -0.29% 

SE Asia+SKorea (20.294) 68,236 88,S30 (31,316) (20,654) (10,562) . (42,961) (16,456) (26,505) 
as % 01 U.s. GOP -0.27% 0.90% 1.17% -0.40% -0.26% ·0.14% -0.54% -0.21% -0.33% 

T"'.... nMII B. Selset. c. Cam" 
l-Oeto1>Gr-97 
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South East Asia Trade Model 

Summary of Key Model Assumptions 


UNITED STATES 


'997 ASSUMPTIONS (b83elin&L MOOIFICAliONS 1.~.l. ;\SSU~!'.T!9!::!S tS9"tIBr!>.1L ~ODIFICATIO~~.. _•• 
UNITED STATES ~;rv- ~ auaatY !"XiI #- Pno. ~ '''U$£_,... t_US~ GOPgrowt Fx/S+I­l~E~" Pnc:.Elu~ 1.ruar;..pona t!JQ7V&~ 

{-'J oInAn1por1a (lUi) of~ (",al) ",,,,,,,,,,,,,,''''al) ... ­

UNITED STATES 3.~ 2··· 3.B% 2··· 0.9 

INDUSTRIAL COUNTRIES 

Japan 2.0% 0.0% 2.Q% ,'0.4% .p.9 


DEVELOPING COUNTRIES 

Easl AsIa 


South Kore. 5.8% ·2.4'''' ,'0.0% 5.5% .a.I% O.~ 
 ·'0.0% 
Taiwan 

Soulheasl Asl'" Majors 

Indonesia 7.3% 1.1% 20% 6.4% -11.1% 0.9 2.0'''' 

Malayais 8.0% ".1% 2.0% 7.0% ·7.4% 0.9 2.0'4 

Phllippill/ls 8.1% 3.6'''' 2.0% 5.1% -4.6% 0.9 20% 

Singapore 7.1% -2.2% 2.0% 6.5% -4.4% 0.9 2.0·4 

Thailand 6.6% -<l.s·... 2.0% 0.5% ·14.0% 0.9 2.0% 


1998 ASSUMPTIONS (baseline! . MODIFICATION§.__ '99a~SUMP'TI91'!.i2.Lscenatio 1) MODIFICATIONS 
UNITED STATES GDP~ ~~ FXI$+f. l_US~'_US..",.,.. 1_£_ FXI$ +(. l_VSWo~ l_\.lSI~_ • .r~ 

i"" oI~ V"" "'-
-_....... (real) """' ­oi.Y~ -­

UNITED STATES 2.0%. 2 •• 0.9 2.0% 2· .. 0.9 

INDUSTRIAL COUNTRIES 
Japan 1.9% o 0.9 1.9% 0.0% 0.9 


DEVELOPING COUNTRIES 

Ealll Asia . 


Soutll Korea 5.6% 1.8% 0.9 6.1% 0.8% 0.9 
Taiwan 


Southeaa' AslaJ tilaior> 

Indonesia 7.4'4 2.2% 0.9 3.0% 6.5% 3.0%
.17.4% 0.9 
Malaysia 8.3% 0.4% 0.9 3.0% 7.2% -17.1% 09 3.0% 
Philpplnes 6.3% 3.8'1'0 0.9 3.0% 5.4% -13.1% 0.9 30% 
Singapore 7.4% ·1.0'A, 0.9 3.0% 7.0·... -4.3% 0.9 3.0% 
Thailand .66% 0.016 0.9 3.0% 1.5% -15.0% 3.0%0.9 
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JAPAN SUMMARY j 

TRADE EFFECTS UNDER BASELINE AND SCENARIO ASSUMPTIONS 
(US$ millions) 

BASELINE ASSUMPTIONS: SCENARIO 1 ASSUMPTIONS: 
> Southeast Asian growth -7%. 
> Korean growth 5.8% in 1997; 5.5% in 1998. 

> INA growth projections (See attached Summary of Key I\ssumptions: Japan) 
> INA growth projections . I 

> Yen depreciates 10% in 1997 > INA/IMI real bilateral exchange rate projections (Attached) \ 
> Yen stable in 1998 > INA/IMI real bilateral exchange rate projections (Attach~d)· 
> Japan grows 2.0% in 1997 and 1.9% in 1996. <: See baseline. 
> Income elasticities =1 < See baseline. 
> Price elasticities =.9 for Japan < See baseline. 
> Trend 10% increase in Japanese imports in 1997, 1998 < See baseline. 

JAPAN 

1996 1997 Net ExPC?~_. _____ 19.~8 Net Exports 
NetExports - Expo~lmports Scenario 1 Baseline Difference Scenario 1 Baseline Difference 

INDUSTRIAL COUNTRIES I 
U.S. 	 49213 115167 65954 74038.47 56185.94 -17852.5 78260.51 59846.12 -18434.4 

as % of Japan GOP 1.2% 1.6% 2.8% 1.7% 1.3% '-0.4% 1.8% 1.4% .-0.4% 

DEVELOPING COUNTRIES 
Eas1Asia 

South Korea 12141.7 26602.78 14461.08 14579.57 16445.35 -1865.78 17739.64 19521.94 -1782.3 
Taiwan 0 0 0·· 0 0 0 0 0 a 

Southeast AsiaJ Majors I 
Indonesia -5559.68 8216.775 13776.45 -5971.77 -4583.62 . -1388.15 -8538.4 -4526.17 -4012.23 
Malaysia 3249.217 13903.5 10654.28 4319.277 5750.892 -1431.61 2959.107 6~13.979 -3554.87 
Philippines 3522.567 7622.775 4100.208 4201.997 5036.151 -834.153 3404.387 5879.204 -2474.82 
Singapore 12190.38 18829.88 6639.5 14201.01 . 14668.3 -467,285 14576.88 H1748.69 -11.71.81 
Thailand 7306.775 16566.4 9259.625 6740.494 9761.298 -3020.8 2821.963 11022.79 -8200.82 

SEAsia 20709.27 65139.33 44430'.07 23491.02 30633.02 -7142.01 15223.94 34638.49 -19414.6 
as % of Japan GOP 0.50% 1.56% 1.07% 0.55% 0.72% . -0.17% 0.35% 0 -0.45% 

1	 .80% 

SE Asia+SKorea 32850.97 91742.12 58891.15 38070.58 47078.37 -9007.79 32963.58 54160.43 -21196.8 
as % of Japal1 GOP 0.79% 2.20% 1.41% 0.90% 1.11% -0.21% 0.76% 1.25% -0.49% 

http:54160.43
http:32963.58
http:47078.37
http:38070.58
http:58891.15
http:91742.12
http:32850.97
http:34638.49
http:15223.94
http:30633.02
http:23491.02
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http:11022.79
http:11.71.81
http:H1748.69
http:14576.88
http:14201.01
http:18829.88
http:12190.38
http:10654.28
http:13776.45
http:19521.94
http:17739.64
http:16445.35
http:14579.57
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http:59846.12
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http:56185.94
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South East Asia Trade Model 

Summary of Key Model Assumptions 


JAPAN 


MODIFICATIONS_MOPIFICATIONS 1~~ASSUMPTIO_N§.(~nafi91J_ ..1997 ASSUMPTIONS (ba~I!f1.!l 
~W1~ 19a7 Import. GOPgt"fMI. 	 I~ EtullCdy FXJI 1'/· Pta€.,1"'f lOG' !.port. 1997j~..ooP_ I!'co"... EII:.tticlty' FM "I. 	 ~er..ldy 

ot.lUirnportl. (- o,.:wJrtIparl. /,..., ~.aNnport.
(f••) "t l-.I1mportl !tull 

INDUSTRIAL COUNTRIES 
3.6% 2 ••• 0.92 • - ­United Stallll 3.6% 

DEVELOPING COUNTRIES IEast Asia 5.5% 2.7% 0.97.9% .10.0%South Korea 5.8% 

Taiwan 


Southeast Asia! Majors I 

1 0.3% 0.9 10.0%9.3% 10.0% 10.0% 64%

Indonesia 7.3% 
7.0% 3.5% 0.9 10.0% 

Malaysia 8.0% 11.0% 10.0% 	 10.0% 
10.0% 5.1% 6.2% 0.9 10.0% 

Phaippines 6.1% 13.5% 10.0% 
0.9 10.0%7.8% 10.0"4 10.0% 6.5% 5.8%

Sil\jJapore 7.1% 
-2.5% 0.9 	 10.0%9.8% 10.0"1c 10.0% 0.5%

Thailand 6.5% 

MOOIFlc~nONSMOQ!fICAnONS 1998 ~~.UMPTIONS (scenario!l.1998 ASSUMP]IONS (baseline) ,...- 1OUlmpo."GOP9fWO'» II'I«\I'N' EI"tI(~ FXl$ +,. 	 Prq 9'1ulaIy
GO<'gr_ lrte:omti' EI*1tClJ r;X!14j. 	 P<coE......., 1998lmpo".,...-	 nI.-. (f••ll of .It,IiYnpol1.{fHl}

fr**fl' 
 «.XIIf'I'q:IOttI ·{f••li 0' 1xJ1mpcwtt 

I NOUSTRIAL COUNTRIES 2 -,', 0.92 _. - 0.9 	 20%
Japan . 2.00/. 

DEVELOPING COUNTRIES I
EalltAsia 0.9 

South Korea 5.6% 4.0% 0.9 


Taiwan 


6.\% 4.1% 

ISoutllea&t AsiaJ Majors -6.1% 0.9 10.0% 
Indonesia 

10.0% 6.5%7.4% 4.4% 0.9 
-4.3% 0.9 	 10.0%10.0% 72%2.5% 0.9Malaysia 6.3% 	 10.0%10.0% 5.4% 1 -6.0% o.~ 

Philippines 6.3% 5.9% 0.9 	
0.9 10.0%7.0% 1 ·1.0% 

SinOllPore 7.4% 1.1% 0,9 
,11.5% 0.9 10.0% 

10.0% 

6.6% '4.0% 	 0.9 10.0% 1.5% 1 
Thailand 



Asian currency crisis fall-out for Japanese exports 

M.GrewelFinatt Tokyo 
September 117, 1997 

Summary 

With exports as the one bright spot in an otherwise bleak Japanese economy, the ksian 

currency crisis, and its potentially adverse consequences for Japanese export growth, corhe at an 


. inopportune time. Despite the increasing importance of Southeast Asia to the Japanese e~onomy, 
however, market analysts in Tokyo have projected a likely negative impact of only a quarter to a 
third of a percent of Japan's real GDP growth for next year. While Japanese policymake~s will 
surely not welcome another blow to Japan's fragile recovery, domestic demand consider~tions 

. I 

will playa much bigger role in the abihty to sustain the recovery than this relatively small impact 
from the Asian currency crisis. 

Economic importance of Asia 

The spectacular growth of the Southeast Asian economies over the past decade has. 
increased their importance to Japan as export markets, and more recently, as production j . 
platforms for Japanese companies. With the increasing development of these economies, Japan's 
trade structure with the region has also evolved. Japanese exports to the region have shifted 
toward more capital-and technology-intensive goods, as Japanese investment flowed int9 
Southeast Asia. In FY96. about 18 percent of Japan's exports went to ASEAN (about 12 percent 
to Thailand, Malaysia, Indonesia and the Philippines), while nearly 40 percent went to A!sia, . 
including China, Korea, Taiwan and Hong Kong. (See table below.) Currently, more thlan 60 
percent of Japan's exports to Asia are capital goods. 

Japanese Merchandise Exports to Selected Asian Countries 

Billion yen Percent of Total Y ear-on-Year 
FY2~ e~~Qrt§ Ja12ane~e Ex~oas Increa~~ 

S. Korea 3249 7.1 9.7 
Taiwan 2898 6.3 5.5 
Hong. Kong 2843 6.2 8.7 
Singapore 2247 4.9 0.2 
Thailand 2002 4.3 4.0 
Malaysia 1686 3.7 4.0 
Philippines 967 2.1 ·34.9 
Indonesia 1041 2.3 8.7 

During the 1980's, East Asian intermediate goods, such as iron and steel. and 
consumer nondurables, such as clothing and merchandise, made up the majority of 
Japanese imports from the region. As East Asian manufacture~ goods became more 
competitive in the early 1990's, Japan has seen an appreciable increase in imports of . 



, . 
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consumer dill-abIes such as household electrical appliances, and more recently 
information-related goods, such as semiconductors and personal computers from the 
region. In 1996, about 15 percent of Japan's imports came from ASEAN. They were 
primarily made up of machinery and equipment, and mineral fuels (oil and LNG from 
Indonesia and Malaysia). . 

The composition of trade between Japan and Southeast Asia reflects Japan's 
increased investment in the region. According to a recent report by Jesper Koll of JP 
Morgan, almost one-third of Japan's stock of foreign direct investment is now located 
in Asia. The impact of Japanese investment on local economies is demonstrated by " 
the fact that one in 7 Thai manufacturing workers is employed by a Japanese 
company. In 1996, offshore profi~s earned in foreign operations of Japanese firms 
totaled 1.6 trillion yen (about $14 billion). Of this amount, 738 billion yen ($6 
billion) was earned in Asia, with 182 billion yen ($1.5 billion) earned in the ASEAN ..' 
4 countries oLThailand, Malaysia,.Indonesia and the Philippines. These profits are 
included in the Japanese current account as investment income, increasing the.cuIT~nt 
account surpl us. 

Estimates of Currency Crisis Effects 

The effect on the Japanese economy of the slowdown in growth in Southeast 
Asia that is expected to result from the currency crisis is difficult to estimate. Clearly, 
one would expect Japanese exports of consumer goods and other price-sensitive 
products to fall, as these goods will be more expensive for Southeast Asian 
consumers. However, exports of capital or intermediate goods to Japanese firms that 
are producing in Southeast Asia for export to third markets may be unaffected. or 
even increase as the final products become more competitive because the labor and 
local inputs are cheaper due to host country currency devaluations. On the import 
side, Southeast Asian products will be cheaper, likely pushing up Japanese imports in 
volume terms, although the effect of cheaper prices will somewhat offset the increase 
in volume when exports are viewed in value terms. Thus, nominal Japanese imports 
from Southeast Asia may rise only slightly. 

Another factor discussed by Jesper Koll of JP Morgan is that the recent 
devaluations in Southeast Asia have been in dollar terms. According to Kolt, taking 
into account the yen's weakening against the dollar over the past year, the currency 
moves of this summer bring the yen "back to the average levels of last year when 
Japan's exports grew smartly:' Analysis of country-by-country currency movements 
is not within the scope of this cable, but it is worth remembering that the yen had 
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depreciated earlier this year against the Southeast Asian currencies that had been 
more closely tied to the dollar, making the recent devaluations in the region less, . 
severe against the yen than the dollar. Even assuming a constant yen/dollar rate, a 
rough calculation of the real effective appreciation of tht; yen against the Thai. baht,· 
. Philippine peso, Malaysian ringgit, Indonesian rupiah and Korean won indicates that 
the yen appreciated by only about 3 percent as a result of the crisis. 

Some.market analysts in Tokyo have produced estimates of the impact of the 
devaluations on Japanese exporters. Peter Morgan of HSBC James Capel projects 
that the overall impact on the Japanese trade could reduce real GDP by 0.26 percent 
next year. Morgan notes that Japan's exports to the ASEAN 4 account for i2.4 
percent of total Japanese exports. In a regression analysis, he found that from .1986­
96 a one percent. cut in the combined economic growth of Thailand, Malaysia; 
Indonesia and the Philippines would reduce Japanese export growth to the region by 
10 percent Using this rather high income elasticity of 10, a 1% drop.in growth in . 
those four countries would subtract 1.2 percent from overall real merchandise export 
growth. Merchandise exports account for 11 percent of Japanese GDP in real terms, 
implying a direct impact on real GDP of .13 percent for each I percent drop in 
ASEAN 4 real GDP growth. Morgan foresees a two percentage point drop in the 
GOP growth rate for the ASEAN 4 next year, leading to a negative impact of .26% of 
real Japanese GDP, implying a 20% drop in japanese exports to the region. He 
qualifies his analysis, saying that this estimate seems too large, particularly for 1997, 
when real exports to the area have already risen 8 percent ye~r-on-year. Morgari also 
stated that the overall competitiveness of the yen appears to be a more important 
factor for Japanese import demand than the effective level of the Southeast Asian 
currencies, and therefore believes that weaker ASEAN 4 currencies will not 
necessarily lead to an upsurge of imports by Japan. 

Robert Feldman of Salomon Brothers projects an effect in the same range, 
terming the impact "discernible, but moderate." He forecasts a negative impact 
between 0.18 and 0.36 percent of real GDP, noting that the high end is unlikely 
because some losses in exports to Southeast Asia could be made up in other markets 
if the weakening of the yen versus the currencies of other industrial countries persists. 
Feldman also explains that the effects on Japanese exporters will differ by industry 
and firm. Firms which export components and re-import assembled products will be 
affected less, while Japanese industries that compete with imports from Southeast 
Asia that will now be cheaper, such as textiles, chemicals, metals and metal products, 
will be more adversely affected. Other firms likely to lose out are those that supply 
gO\lds and services related to public investment in Southeast Asia, which is likely to 



4 

'be curbed by fiscal austerity measures, already being discussed in Thailand and 
Malaysia, according to JP Morgan's Koll. Japanese finns are unlikely to be affected 
substantially by the increased competitiveness of southeast Asian products in third 
markets, as those couJ?tries' exports compete more against products from China and 
other Asian countries than they do against Japanese products. 

Similarly, the effect of the crisis on the profits of Japanese subsidiaries in the 
region will vary by sector and finn, depending on the degree of production for the 
local market, re·export to Japan, or export to third countries. Finns producing for 
local markets will be hurt by slowing growth, while those proqucing for export may 
benefit from lower prices of labor and local inputs. As mentioned above, Japanese 

\ 

finns earned profits of about $1.5 biJlion from operations in the ASEAN4 in 1996. 
Assuming these profits were. cut in half by the slowing growth in the region, Japan's 
current account surplus would fall by $750 million, or less than 1% of this year:s 
projected current account surplus. 

Korea's economic difficulties may also dampen Japanese exports somewhat. 
Korea received about 7 percent of Japanese exports in FY96. However, the Korean 
slowdown began last year, and while the devaluations in Southeast Asia have spilled 
over to further depreciation of the won recently, the revision of economic growth and 
import growth projections for Korea are unlikely to be as dramatic. In addition, the 
depreciation of the Korean won has primarily been against the dollar, and it has 
moved comparatively little against the yen. . 

Conclusiog 

Reductions in expected export volume growth for what were previously some 
of Japan's most rapidly growing exports markets is clearly not good news for a 
Japanese economy struggling to stay on the recovery path. Nonetheless, the estimates 
of the impact on Japan's real GDP growth of about 0.3 percent of GDP are fairly 
small when compared to the impact of domestic policy considerations, such as the 
combined effect of April's consumption tax hike and the expiration of the 2 trillion 
yen temporary income tax rebate in December 1996, which totallA percent ofGDP. 
White exports may not be quite as strong an engine of growth tor the remainder of 
1997 and 1998 as had been thought, we expect net exports to remain a positive 
contributor to growth. 

The impact of the crisis on Japan's current account surplus will depend on the 
magnitUde of some of the factors mentioned above, including the share of Japanese 
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Japan and the Asian 
'Culrrency Crisis 

• The potential impact effects of the Asian currency criisis on 
Japanese growth are likely to be discemable but modetatc:. 
Neyertheless, risks of major effects on Japan do exist. 

• Japan is not likely to alrer monetary policy because 0f 
Asian currency disruptions. unless domestic growth is! 
significan~ threatened. '... I 

I 
- Figure l.lmpact Effects ofA...ian Growth Variation on Japanese GDP Growth 
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JAPAN AND THE 

DisruptioC'l. to Asi." 
grawtfr coulcll\ir¥e a 
discernible, if moder_e. 
impact on Jap.anUIl 
growth.. 

In¥allot concern over the 
Impac:l ofthe Asian 
currency disrupliollS on 
Jepan Is plobIbIy 
averllfown. 

A S I A N CUR A E H.C Y e R I SIS. I. 
Japart may suffer a dlScerna:ble. but moderate Impact on rcal growth a.... a. Tl!sulc of 
me ongoing currency crisis in Asia-Pac;ific cOl..Inuies (Figure I). At (hi:.; Ist3ge• ir 
appears unlikl:ly that the impa.c:t will be large enough ro alter the courselof . 
monetary policy in Japan. Nevertheless. a deeper. broader. or more prolonged 
~rowth prob~m in Asia could raise the Jjkelih~ or a postpOMment oriJapanese 
lntere$t rate hlkes beyond our ClJaent expectation of the spring of 1998. The 
Japanc:se govemml!Jll wiIllikely focus its support of policy adjustments within 
Asian c:ountrie~ On imcmationalJy coordinated cftons. 

Some investors have become highly concerned that ['CCen{ disruptions in Asia 
could d~vastate Japanese growlh. 1 In fl!Ct. however. simple ca1culations~how 
that rhe effect on lapll.n, while po[~n(ially important. would be fae from I . 
overwhelming. For cxample.lapanc~e exports to aU of the ASEAN region' gr~w 
by )O~ in 1996 [0 Y7.95 trillion. a sum equal to about 18% of total Jap.k:$c! 
exports (Figure 2). Bec:ause.total cxpons constitute somcwhl1l lo::ss than '0% of 
GDP. a complere reversal oflast year's growth wQuld have an impact efh:c,.l of 

, 'I 

about negaliveQ.J 8% on OOP (=10% gro....·th of 18lk ofe.x.pon.s, which in [Urn 
arc: 10% ofGOP). E"en on the l;xtremt: assumplions that markc:r growfh oroppcd . 
~y ]0% and exchange nttc changes mak~ expons much less compeLiliv~ labroad 
and imports mort competitive in lapan. the implSct efkcl would be 0.36<"'" of 
GDP. Moreov~r. some of rhese losses could be:: made up in o[h~r markeri if the 
weakening of th~ yen Versus industrial countries since e:lrty .~ummer per~iSIS, 

. I 
The wre of A.SE.AN in 
Japan's trade is large. but I

I. 
$/11'.0' snar.ot PcI.Chg.nol o'ferwhelnling. 
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iNn if ImpKt ~ Ire 
not large, Utel• .,.. rIIu of 
extended effects on Japan 
flam tine uutce!l. 

MiClOeConomlc eIIect. of 
tile Asian crisis will dltf., 
IIiUtantlaily by lndualty. 

Althouch direct impact effects may be modest, Ihe: Asian currency di:;ruJtiOns . 
do ruse risks of expanded dfec:ts on (he Japan~se c!Cotlomy. Fir$c. th~ I 
disruptions c:ouJd begin to affect economic groWlh in other paru of the A:sian 
reeion. Japanese exports co Asia as a. whole are more than double lOOse (~ 
ASEAN. and hence:; CQQtilgiOR could expand the impact I;)f disruptions onl Japan.

lSecond. Asian c:ul"I:'I:nctcs have become more competitive against the yen, 
implyine that Japan's impons fcom Asia ma), reacce!lcrate,~ Third. [hI!! i~paCl 
effects on Japanese growth. are not the whole story, because (he final eff~c[ of:! 
shock on GOP growth is the product ohhc Ka}'ncsian multiplier and the impact 
effect.~ 

Ar the microeconomic level. thedfeccs oi Asian disruptions in Japan will differ 
subscu'ltially by indlacty and by finn. Japanese e~pon:.s to Asillllre c:oncelmratcd 
in lhe machinery category (see figure 3). particularly general and eJecrri~ 
macbinery. although vehicles takt! .onl)' . .u.bout_4~ of Japanese e~po[t$ to iA>ia. 
The impaa o( A~jan di5ruptil)ns on individual firms eould be lessened fddhose , 
who elpol1 components and re-impon assenlbled products, Effects on Jabanese. 
industriestbat compere wirhimpons could also be substantial. such as le~tiles. 
chemicals. metals. and metal products. (n addicion. the eff«ts of Aliian I 
contraction may faU mo~ heavily in some sectors of the: A$ian cconumic:!< (c.g. 

. conSituCtion) [han ol.h¢r1l. H.:nce, Japanese Finns whose Cltport$ are d~p~hd~nl un 
1iuch sectors stand to suffer mort: than olhers. . . I 

J.pan'lI ell port. 10 Ali. en: Flg\,\l'tIl. Jap;na•• TraeN PIt'larM wltn SoutMUt A.· and ChIna, 1996 (Van In Billions. ana 
far more concentmlad by POfo.ntaga) . I 
product than Ira Imports, 

Food lfI4U 0.8 % ¥1.75!i..5 145 "" 
Ra", IAt';aJ l&U 1.1 
Mineral Nil! 1,fl3C.6 IS.l 
TadilllS 552.' :1.6 2095 17..2 
OIItftcaIs 1822 U 4(11 3.8 
Ncift.tflTQUS r.Ie!a 371.2 2.0 279.3 2.3 
MeIIIProcM:Is ". 1,1!19.1 10.1 61U 5.1 
~ • 12.l32.~ 6'5.0 2.18,.3 17.' 
.Genu'IIu.~ 4,820.2 2S.a ~ JlA 
.~~~ril !,MU 30.2 1,388.J n.~ 
• VtlIGeI . IOU "3 1.7 n.o 
• PIMi5ia1 t.tacflilety uas 4,8 191.3 6.5 
2!!'1 1,4,,&.6 U 2.082.8 17.1 
10IIII "!,I\S2.1 1«1.0" .12, leU I lDO.O .,. 
......r.iSluflp" ..............,.-1IIdt1WiGQ ......~16: till ....T"'" ~ HatIg 1(""9. 'I)'!.1atIcI. 

.... 8ount~ AIJppin... 1ndnIiI. CII!CIdl. taClif. ".,....*Il&I.1mIa. Ii'UlIIIII. sa IJW&. ......... 8ana--. 
iUl r-. 
~.~ end 8i'IlAn. 
II H,.; IIa1.ppicIiM. Thegetll'" /IIIIIlNJyCl~.ISIs"hi U/KIII dBSIIicci:ln.IIIIIICII'" ,. '"POll ClllSliticaIiCOl. 
So\ItII: MMIJ) t:i finarIo:a. W SII..." c:.alI1Jaicn. 

AnoUllr channel ar Impac;t In addition to direct effcclS on Japan from UOlde. the Asian c:utc~ncy disruptions 
0tI Japan c.omaa Ihtough could afTec:( Japan throup the financ~.lOystem. Allh.OUSh sn~Jl celiltiv.e/lO total 
Ihe Inanclal Sec1Ot. bankiag system assets of USSO.609 billion. Japanc~e bank c.aum on the ASEAl'l 

regioD amouDt to USS 117 billion. including USS 119 bi~1ion QUl5ide Singapore 
and USSS9 billion to Singaport: (FiPlre 4). Any e.r.lnl action required tOI!'uppon 
growth in Asia could distract from ongoing effotU to revive Japan' s domestic: 

financial sector. . I 

.. J,,~}CIIpOC'I~ Ifo.mAJL. .. II ... t»... Ja.J:...., r"rM. ~~~ 19911S ...f'\.:tol'l rnntah ~"i",,,"".r1ltfc ...l.... 16' "'ltP. i~ 
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Japan blliNly 10 1'00141 Ule 

of monetary policy In 
....ponoe to tN Aaian 
currecw:y chrupllons. 

[aJOll 

P.006/9 

Moncwy policy is unlikely 10 be Japan'$ preferred mClans for d~aHl'Ig with Ih.: 
cffec:ts of (he Asian cum:ncy disruptions. Histo!), teaches that monelary I~()licy b 
best wed for domestic objectives:. bolding Japanese inter-e&( nICS artificially 
low inord~r to deal \lith a growth problem in A~ia ~Ou!d have a high CO~(. and a 
low probability of success. Moreover. linka,e of Japanese intere:){ rates (6 Asi~l\ 
currency moVemtms might backfire. either by incitLn' $peculation or by /dulling .. 
dle incenrive for Asian eountries to addre.<l; the: root of cum:nc), ui~ruplions 
lhrough domestic policy adjustment. I 

J4~nele banks pi., • R!JUt.4. Intern.don., Claim. b1 Blnlal on Coul'lutea Outside the SIS Reponing AN~ (U.S.
larger role Itt AS.. thin In ' OClI.., In 8111JolI$, End-Decem'", He) i 
ocher !ltg/ON. . 

All R.pol'!/"t I.I...... At............ 
 ~"".,. S".,.. 
All Comt ... (Efdutla 0IancnI Owil'$l IJS$169.1 US$993.1 [17.1 ~ 
• O"'.1Cp1d . 'ZT.' , ,ee.3 '4.11 

J.9• I!uI efl'OPll ".0 lIno 
• DcwclOpinQ 138.3 6S2.' 20.0 
• • urin America 15.. 243.6 ~.J 
•• aI.ic:I::fte east 2.8 48.7 5.8 
• • A/rlca 1.5 l3 2 ,.S 
• • AN lIS.€ J:7.1 :t?3 
• •• 'SEAN (cmu:!lng $I~l !'.4 lfi2.9 42..5 
• • U!1!lIosa'*' 9.~ 
Olbho... USs;z19.7 USS66.:l.9 33.1 ~I 
• Hang lCong 87.5 '2!l1.2 4U 
• Si~ SU les.:! 3l.l 
• OIher 73.4 26H 27.S 
.....n.. fllICM9,,.CIlI01oitt«IAtG!al,a/TIn-,"= lIUI ~~ P\oIIond. IHlIlI'lll L~'9.~.yVtct SOan. 
SaureI: 8I"IQ, fnI<;""~~$t(l!_. I . 

Japan is IkeJy to remain Therefore. rather lhan using the monetary policy, the Japane:;c cffol'tS to htelp 
Itte daampfanof Asia ar~ Ii"'), to emphasize official lending. 10 the recent inj(iative (0 s;uppon
intematiONlI suppott 

TbOliland. for example, the Japanese govemmcn[ contributed subsrantial sums.!fortl in the region. 
though lending by public sector financial iOSlitutiol'lS. Moreover. [he us~ of 
official lending has bl.lreaucralic advantages. For one, it avoids rhe: rold of "rich 
uncle" or "bad cop," either of which eould complicate diplorn:Uic rclatibnships.' 
Second. k gives public $C;C;LQr lill~nciaJ institUtions an iIJ]~Wer to cri!ic!;, who . 
have r~c:ently called for ,.harp cu~ck$ in their a.ctivities. 
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focused a great deaJ of attention on the currency crisis 
in Asia and its potential impact on the U.S. economic 
outlook. There is no question that the currency and 
stock-market turmoil unleashed by the devaluation of 
the Thai baht on July 2 will hurt growth in the region; 
on the basis of these developments, our Hong Kong 
based economists foresee a recession in Thailand and 
slowdowns in several neighboring countries. As a 
result, U.S. firms with significant exposure in this 
region are apt to suffer a noticeable loss in business. 

However, it is hard to make the case that the crisis 
will have a significant effect on-the U.S. economy as 
a whole. Using·the experience following the 1994­
1995 devaluation of the Mexican peso as a framework 
for analysis, weestirnate that growth in U.S. GDP is 
unlikely to be reduced by much more than 0.1 %. 
Any materially larger impact would require a 
significant spreading of the crisis to other countries in 
the region and to other emerging 'martet, economies. 
While this obviously cannot be ruled out altogether, 
we currently see sustained weakness as unlikely. 
Meanwhile, in assessing prospects for U.S. trade, 
investors should bear in mind that more than two­
fifths of U.S. merchandise exports are sold in Canada, 
Mexico, and Latin America. where the economies are 
generally strong at the moment. 

The Mexican Peso Crisis as a Framework ••• 
In attempting to quantify the probabl~ effects of ~he 
Asian crisis on U.S. growth. the expenence followmg 
the Mexico peso devaluation in late 1994 provides a 
convenient framework for analysis. On December 22 
of that year the Mexican government devalued the 
peso sharply and unexpectedly in an effort ~o reverse 
a rapid widening in its current account defiCIt that had 
resulted from overly expansive economic policies. ~ 
the following year, Mexico's current account de~cIt 
fell sharply, from $29.7 billion (7.0% of MeXIcan 
GDP) in 1994 to $1.6 billion (0.5%) in 1995. 

From the perspective of other: nations, this shift. in 
Mexico's current account defiCit marked a contractIOn 
in annual demand for goods and services of about $27 
billion. Because the United Slates accounts for an 
overwhelming share of Mexican trade-about two­
thirds in 1994--it naturally shouldered the brunt of 
this adjustment. Thus, as shown in the accompanyi~g 
Chart, the U.S. merchandise trade balance With 
Mexico moved rapidly from a slight surplus of $1.4 

biilion in 1994 to deficits of $15.4 billion in 1995 arid 
$}7.5 billion in 1996-a cumulative loss of $18:9 
billion, or about 14% of U.S. GDP in that 

One way to gauge the impact of the Asian 
assume that a comparable current account adiust:Jmelllt 
occurs in the ASEAN countries-Thailand, 
Indonesia, and the Philippines-whose eurreillcies 
have been hit hardest in the current crisis. 
these nations' are running current 
averaging 4!t2% of their GDP. or about 
Elimination of these deficits would thus retlres:ent 
reduction of $27 billion in the demand for 
services to be absorbed by the rest of the 

By happenstance, this is an amount almost 
to Mexico's current account adjustment 
albeit in a world economy that has 
interim. However, its impact around the 
be distributed quite differently. Whereas 
States accounted for two-thirds of . 
1994, it accounted for only 21% of .M.JLn.H 

and 12% of ASEAN imports in 1996.' 
share of such an adjustment would not be 
than $3-$5 billion. Although the effects 
rippling through other countries onto the UI'.s. trade 
balance would boost this figure somewhat, it seems 
unlikely that the ultimate effect would be more than 

I 
I These figures are based on data compiled by pur Hong 

K?ng based colleagues and presented in the Sleptember 
2 Issue of The Weekly Analyst (p. 7). They have been 
weighted according to OECD data on GDP. I 
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twice as much, or about 0.1 % of U.S. GOP (which 
crossed the $8 trillion annual rate mark last quarter). 

•.. But ASEAN in 1997 Is Not Mexico In 1994. 
In fact, we believe it is more likely that the foregoing 
exercise represents an upper limit to the impact of the 
Asian currency crisis on U.S. output, inasmuch as the 
difficulties in Asia seem much more manageable than 
those that confronted the Mexican authorities 2V% 
years ago. The 1994 peso devaluation threw the 
Mexican economy into a free fall in 1995. as real 
domestic final sales plunged nearly 14% following a 
5.5% increase in 1994. By contrast, our economists 
in Hong Kong envision a downturn of much more 
modest dimensions in Thailand, where the problems 
are most severe. and a slowing in growth elsewhere in. 
the region. Their latest forecasts are shown in the 
table below, both for the ASEAN countries and for '1 

the newly industriaJized economies (NIEs) of Hong 
Kong, Singapore; Taiwan, and South Korea. 2 . 

Moreover, even Mexico's devaluation did not quite 
wipe out its current account deficit. This gap, which 
reflects (in opposite sign) the annual f.1ow of capital 
into the country, averaged about V%% of GOP in 1995 
and 1996. In 1997, it has begun to move back up, 
headed to an estimated 1.7% of GOP;. as investors 
have regained confidence. In our view, the result will . 
be a similar pattern, probably with a more muted 
deficit decline. for the ASEAN region. 

Thailand 6.6 7.3 -1:3 -0.1 

Malaysia 13.3 7.1 4.6 0.7 

Indonesia 10.2 8.3 4.5 3.7 

Philippines 3.7 7.0 6.3 3.7 

Average 9.2 7.6 3.3 2.2 

NIE 
Singapore 6.5 10.6 6.9 5.2 

Taiwan' 4.5 4.8 7.7 5.4 

Korea 6.3 7.9 1.7 1.0,\ 
Hong Kong 6.9 3.0 7.5 7.4 

j 
Average 6.9 6.3 5.0 3.7 

SOurce: Goldman Sachs 

1 Readers interested in more details should see the July 
24, 1991, report by Don Hanna entitled ASEAN·4 
Currencies Adrift on Choppy Waters. and subsequent 
issues of the Asia Economics Analyst, especially the one 
daled September I, 1997. 
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Percent change 
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2-Month Currency Change 
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Source: Bank 01 America: 
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It may sound strange. given the turmoil now swirling 
in the Asian currency markets, but this al~o seems to 
be the conclusion tlIatparticipants in these markets 
have reached, at least so far. A1though the ASEAN 
currencies have dropped sharply in a short period of 
time. these declines have actually been much less 
steep than the Mexican peso's decline during the 
comparable period of that crisis. as shown in the chart 
above. If the onset of the Asian crisis is Imarked by 
the devaluation of the Thai baht on July 2, then it has 
just passed the two-month mark. By the Slune time in 
late February 1995, the peso stood 43% lower against 
the dollar. headed to a cumulative declihe of 55%. 
Only the Thai baht has depreciated by ev~n half this 
amount (about 29% as of September l). Weighted by 
U.S. exports. which are apt to bear the ~runt of the 
U.S. trade adjustment if the Mexican dperience is 
any guide. the ASEAN depreciation has lbeen about 
171h%, or only about two-fifths as steep as the 2­
month peso depreciation.) I . 

Coup1ed with the fact that the ASEAN nations make 
I 

. up a much smaller percentage of U.S. e~ports than 
did Mexico before its devaluation. the fact that the 
ASEAN depreciations have been smaller) at least so 
far. supports the conclusion that the·U.S.limpact will 
also be small. In the 12 months ending in; June 1997, 
U.S. exports to ASEAN totaled $27.9 billion, about 

, 	 Judgi... from .he tao, that ;mpons from jx;co d;d '01· 
deviate markedly from their previous ~ntJ, almost all 

. of the U.S. adjustment in that situation apIlears to have 
occurred on the export side of the ledgir. With the 
ASEAN exchange rates moving much 1essiSharplY, this 
experience suggests that any effort to dump goods in the 
United Slates will not meet with much success. 

. I 
u.s. Economic. Analy.' 



4.3% of the total value of U.S. merchandise exports 
over the same period and only 0.35% of U.S. GOP. 
By contrast, in the 12 months prior to its devaluation, 
Mexico accounted for 9.9% ($50.8 billion) of U.S. 
merchandise exports, a figure then worth about 0.73% 
of U.S. GOP. Thus, from the point of view of export 
shares and their percentage of total U.S. output, the 
U.S. exposure in the current situation is slightly less 
than half what it was in the 1994-1995 Mexican 
episode. Together with a depreciation only two-fifths 
as steep, this implies that the U.S. trade adjustment, if 
confined to exports, would be only one-fifth as large 
as it was in 1995--again well Wlder 0.1 % of U.S. 
GOP before secondary effects are considered. 

Calculations based on' U.S. import shares yield only 
slightly larger effects. The ASEAN countries account 
for 5.7% of U.S. merchandise imports, versus 7.5% 
for Mexico prior to its devaluation, or about three 
quarters as much. Thus, the effect on this basis 
would be about 30% of the Mexico impact, a figure 
still comfortably be10w 0.1 % of GOP. 

A Slgnlflcant Impact Depends on Contagion 
The message from these various calculations is 
simple: So far, the steepest currency declines have 
occllrred in countries that, while growing rapidly. are 
still quite small, both in absolute output and in terms 
of U.S. trade. Thus. tbe effects of their adjustments, 
while painful locally. are too small in the' aggregate 
and too spread out around the world to have a 
significant impact on U.S. growth. 

This'assessment would clearly change if the currency 
crisis were to prove contagious to other nations in the 
region or elsewhere. In that event. the aggregate hit 
to domestic demand in the rising number of affected 
countries would grow, while the ranks of those left to 
absorb this shock would dwindle. In this regard, the 
most obvious risk is that currency weakness spreads 
to the NIB bloc. From a U.S. perspective. contagion 
to the NIBs would begin to have noticeable effects. as 
these nations buy almost 12% of U.S. exports. about 
three times as much as the ASEAN nations. 

However, contagion to this region has thus far been 

u.s. Export Shares 
(12 months ending June 1997) 

Source: o.partment 01 Commen:e. . 

Malaysia is likely to experience a IJIUInO'unl;CU growth 
, hiatus.· 

,The most common questions raised about 
. effects on U.S. growth revolve around the HUI~""''''' 
Japan and China. These nations are to 
crisis what the United States was to the !VJ,!~Jl.I'l;iIll 
crisis, and it is likely that Japan in partictllar 
suffer growth effects ~rially larger than we 
have estimated for the United States. But here too a 
measurable U.S. effect depends on contagiort outside 
ASEAN. Altbough Japan and China sertd huge 
percentages of their exports to Asia (44% ahd 36%, 
respectively), most of these goods go to the NIE bloc 
(25% and 31%). 

Don't Forget the New World 
One final point: In assessing overall prospects for 
U.S. trade, investors should be wary of foc~sing too 
much attention on one region of the world at the 
expense. of others. Although U.S. trade to Pacific 
Rim has grown rapidly in recent years, not yet 
the most significant region. That honor to 
the Western Hemisphere (more accurately, 1'-'4U<tU1a, 

Mexico. and Latin America), wbich takes 40% of 
U.S. exports. Growth in these economies been 
robust and is likely to remain so. As a the 
20%-plus trend in exports to this I "should 
provide a significant offset to any trade that 

that is 
have depreciated, but by relatively small amounts, now unfolding. 
and the Hong Kong stock market has suffered a 
significant setback. albeit after a major upward move. Ed 
Only in the case of Korea do our Hong Kong-based 
economists expect material weakness in growth. 

limited. The Sirigapore dollar and the Korean won does emerge from the Asian currency 

IIndeed, their view is that contagion within ASEAN the Asia• For details, see the September 1. 1997. issue 
has probably been overdone; beyond Thailand, only Economics Analyst. 
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reduced risk in the portfolio by cutting their 
weightings on Latin American and Asian equities, 
while restoring the UK to level weight. 

THE ASIAN CRISIS 

In the past few months, an economic and currency 
crisis has spread across the Asean-4 countries of 
Southeast Asia (Le. Thailand. Malaysia, Philippines 
and Indonesia). The onset of this crisis was triggered 
by the slowdown in ex port acti vi ty last year, and more 
recently by the increases in local interest rates whic.h 
have been needed to protect the Asean currencies 
from sharp depreciation. There have recently been 
some tentative signs that this crisis is spreading 
northwards to the rest of Asia (notably to Korea and 
Hong Kong), and even to Brazil. but so far these 
contagion effects have been small. 

For several years before the onset of the current 
Asean crisis, there had been 111assive capital account 
inflows into the region from the rest of the world, 
reflecting relatively easy global monetary 
conditions, and the apparently secure prospects 'of 
very rapid GDPgrowth across the region. In 1996, the 
capital account inflow from abroad amounted to 5% 
of GDP in Indonesia. 9% in Malaysia, 11 % in (he 
Philippines and 10% in Thailand. A large proportion, 
generally more than half, of these capital account 
inflows came in shorHerm categories (rather than in 
long term direct investment), increasing the 
vulnerability of the region to a subsequent sudden 
reversal of these flows. Furthermore, the availability 
ofapparently easy finance allowed these countries (0 

run large current account deficits - in 1996, the' 
current account deficit in Indonesia was 3.6% of 
GOP. in the Philippines 4.2%, in Malaysia 4.9%. and 
in Thailand as much as 7.9%. 

The allocation of these surging capital inflows 
became a severe problem, with booming asset prices. 
especially for real estate. becoming a common 
phenomenon. Faced with these difficulties, the 
central banks of the region were reluctant to slow 
dom~stic activity by raising interest rates, for fear of 
attracting still greater capital inflows. Furthermore. 
the fiscal authorities did not tighten enough to offset 
the expansionary effect of the capital flows. In 1996. 
it was becoming clear to equity investors that the 
situation in Thailand was getting very risky. Malaysia 
and the Philippines equity markets of the region 
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began to underperfonn the world market late in the 

fiTht quarter of 1997, with underperfonnance 

becoming extreme this summer as Indonesia joined 

thc group. Compared to the world index. the equity 

market in Indonesia ha.~ underperfonned by 39% 

year-to-date. Malaysia by 46%, the Philippines by 

47%, and Thailand by 50%. 


In retrospect, these collapses in equity prices served 

as a warning that the domestic imbalances in the 

Asean-4 had become quite severe, with dangerous 

build-ups of debt in some ca.<;es, and extreme 

exposures of local banking sectors to the risk ofass!!! 

price collapses. made wor.;e by currency 

depreciations which would increase the local 

currency value of foreign debt. Since the currency 


'slide started in earnest two months' ago, the 
depreciations against the dollar have been as follows 
- 23% forthe Philippine Peso. 24% forthe Indonesian 
Rupiah, 21 % for the Malaysian Ringgit, and a 
phenomenal 46% for the Thai Baht. (Over the past 
year, the weighted average depreciation for the 
Asean-4 currencies taken together has been 3 J % 
against the dollar. 12% against the DM. and J8% 
against the yen,) Since the external debt burden of 
these economies is high - 48% of GDP for Indonesia 
and the Philippines. 43~ for Thailand and 39% for 
Malaysia - these huge devaluations obviously 
increased the financial vulnerability of the domestic 
private sectors, bank and non-bank. alike, 

APPROPRIATE POLICY RESPONSES 

The appropriate policy response to this situation 
would seem relatively clear-cut, though that is not to 
say that the politics of implementing the necessary 
changes. and then sticking to them, is proving at all 
easy. The necessary policy changes are several-fold. 
First, confidence must be restored to the currency 
markets. since in the absence of this there will be a 
further build-up of debt ratios. either through the 
impact ofdepreciating currencies on external debt. or 
through the impact of higher domestic interest fates 
on internal debt. Since the local currencies are no 
longer at all overvalued against the dollar or other 
developed currencies. the task of restoring 
confidence is not impossible, but it does need 
decisive and resilient policy action. Second, action is 
needed to narrow current accoum imbalances, and 
this will almost certainly involve some fiscal 
retrenchment. particularly reductions in current 
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public expenditure as a share ofGDP. This has proved 
difficult in the past in several of the Asean-4 
economies. and it may be even more difficult in the 
future, given the slowdown in growth which is now 
likely to occur. On this front we are encouraged by the 
efforts at fIScal belt-tightening agreed to with the IMF 
in Thailand and the Philippines jand by the 
independeht decisions to increase centta1 
government surpluses announced last week in 
Malaysia and Indonesia. Third. a combination of 
measures is still needed to restore confidence and 
health to the financial sectors; only a small subset of 

. the necessary action has so far been implemented. 

As Sun Bae Kim has pointed out in a recent article on 

Thailand. the required measures have three features ­
(i) damage control, involving action to secure the 

confidence ofdepositors. and to make transparent the 

difference between solvent and insolvent 

institutions; (ii) loss aUocation. involving measures 

to recapitalise the banking system; and (iii) 

rebuilding profitability, involving measures to 

reduce short term interest rates. and increase spreads 

in the fmancial system. If the experience offmancial 

restructuring in other countries serves as any guide, a 

significant portion of the loss allocation wiD 

probably take the form of a larger fiscal deficit. which 

increases the need for budgetary retrenchment in 

other areas .. 


Finally, there may be a need to access a further 

tranche of external official capital, either from the 

IMF once again or from some sub-group of 

developed economies, mainly involving Japan. 

Although there is plenty of potential for renewing 

large scale private sector capital inflows, once the 

market has confidence that the necessary economic 

reforms have been taken. the case ofThailand shows 

that the initial involvement of the IMF is not a 

sufficient condition for the restoration of confidence. 

The ultimate detenninant.of whether confidence is 

restored is the ~onsis[ency and resilience of the 

country's own policies. 


Of course, while we have tended to treat the region so 

far as if it is a single block, there are very important 

differences between the four countries concerned. By 

far the most severe problems of overstretched asset 

prices and a weakened banking sector apply to 

Thailand. where we estimate that losses in the 
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I 
banking system will amount to at least 14% of GDP 
($30 billion), and quite possibly a kreat deal more. 
Malaysia is clearly the country Iwith the most 
parallels to Thailand, including a Ihigh degree of 
leverage. and an exposed banking ~tor. Malaysia 
has so far chosen to allow most of the problem to 
show up in lower exchange rates. rJther than higher 
interest rates. This seems appropriate in view of the 
relatively low burden of private extbmal debt in that 
country; but any advantage from thi~ course ofaction 
has been more than offset by a sbries of dubious 
attempts to interfere with the functibning of markets 

I 

in Malaysia. and these attempts are Iilcely to make the 
restoration of foreign confidence mJch more difficult 
than it need have been. In the ·IPhilippines and 
Indonesia. parallels with Thailand are less clear cut, 
since these two countries have less. bxposed or better 
capitalised banking sectors, and a rriore comfortable . 
current account position. Neve~eless, given the 
implosion of confidence which has now hit the 
region, it will be difficult for th~ countries to 

I 

finance existing current account imbalances without 
I ' .

recourse to interest rate levels which could damage 
their domestic banking systems. I 
ECONOMIC AND ASSET MARKET 
IMPACTS I 
We are obviously getting a lot of questions from 
clients about the possible economi~ and asset market 
effects of these developments. In ~rief. here are our 
answers to the most commonly-asked questions on 

this topic: . I . 
I. Is this the end ofthe Asian groWth miracle? 

Our answer to this is basica1ly "no") We have recently 
conducted a major econometric efercise to explain 
and then predict long-tenn trend growth rates in 
emerging markets and developed:' economies. This 
exercise. which will be reported ih full in a special 
article shortly. forecasts long-tenh growth rates of 
6.4% in Thailand, 6.6% in Indonesia. 6.3% in 
Malaysia. and 5.3% in. the Philippines. The 
underlying growth performance 0' the Asean-4 will 
remain. on our models, the most impressive of any 
geographical block in the world (with the possible 
exception ofChina), and althoughlgrowth rates in the 
Asian countries are likely to be slIghtly down on the 
exceptionalratesofthepastdecad~.thisismainlyfor 
the simple reason that, as these e6onomies catch up 

I ~-bet 1997- .....~ 
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with the technological standards of the developed 
world. there is less scope for a further rapid catch up 
in the future. 

We do not share the Paul Krugman thesis that there is 
"nothing miraculous about Asian growth". It is true, 
as Krugman argues, that a large part of Asian growth 
can be explained by the shift of workers from 
agriculture into manufacturing, and still more can be 
explained by high rates of growth in investment. 
Nevertheless, the performance of total factor 
productivity - output per unit of labour and capital 
combined - seems to have been much better than 
Krugman bas allowed for, and it should also be 
remembered that there is still considerable scope for 

. further rapid growth via a combination of high 
investment and the shift away from agriculture. We 
expect these favourable factors to dominate the 
performance of the region· over the next decade, 
leading to a further 10 years ofcumulative real CDP 
growth at 6% per annum or more. 

2. How long and deep will the current recession 
prove to be?, 

This is the $64,000 question for asset markets, and it 
is very difficult to answer with any certainty. Our 
regional specialists in Asia, led by Don Hanna and 
Sun Bae Kim, initially tended towards the view that 
the impact of the fmancial crisis on CDP growth in 
the region would be relatively modest. This view of 
the region was predicated on the belief that the prime 
reasons for the exports slowdown in the past few 
quarters have all been temporary - notably, the . 
slowing in aEeD domestic demand last year, the 
collapse in the semi-conductor mdustry worldwide. 
and the depreciation in the yen which boosted 
Japanese exports relative to the rest of Asia. With 
each of these factors beginning to improve, we have 
already seen some rebound in the year-on-year 
growth in export volume for the Asian countries. This 
bottomed at around zero (year-over-year) in 1996Q4. 
but the latest figures show growth rebounding to 
around 5% in volume terms as we entered the second 
quarter of the current year. Admittedly, however. 
there has not yet been any rebound in export prices. 
which were crushed by the combination of currency 
effects and sluggish domestic demand last year. 
Business conditions in the region are unlikely to feel 
much better until there is scope for a rebound in 

export prices, which we feel should happen sJn. 

However. in order for us to be justified in m~g
relatively optimistic growth projections. 
macro-economic policy needed to re~pond 
appropriately to the current crisis of confidence 
afflicting the region. Without the appropriate ~olicy 
response. there was a rising risk that a colla~se in 
domestic confidence. triggered by weak asset prices 
and bankruptcies in the fin~cial sector, wouldimore 
than offset the boost from depreciating curre~cies. 
Jeaving the region in a much deeper recession than 
anyone had previously contemplated. This J.ould 
become much more likely ifcentral banks cont4ue to 
attempt to protect currencies by high do~stic 
interest rates. Greater emphasis is needed on thing 
transparent steps towards restructuring the fincincial 
systems and ensuring that adequate fISCal 
retrenchment occurs. 

On balance, we feel that the necessary policy steps 
will eventually be forthcoming to avoid an ou~ght 
calamity -after all. the example of Mexico in 1994/95 
offers a good case study on what .should be aone. 
while the less happy Scandinavian experierice in 
1993-94. and of course the Japanese ba.hJcing 
problems of the 1 990s, point to the perils ass~iated 
with a slower policy resporise. Unforturiately, 
however. the policy response in the region sinbe the 
crisis blew up this summer has not been panic~larly 
re-assuring, involving a sluggish recognition ~f the 
severity of the underlying problem and. in /some 
cases, a tendency to adopt measures which will make 
it much harder to restore international confidebce in 
the medium term. This has led to a much larger 
decline in exchange rates than was initially fOkcast. 
and to a larger systemic collapse in triarket 
confidence. This will definitely make it Imore 
difficult to attract the neCessary financial infJdws to 
finance the current account deficit next year, arid this 
will lead to a combination of higher interest Irates. 
lower exchange rates and/or tighter fiscal policries to 
curtail the trade imbalances. There is also a severe 
risk that the weakness of the banking systems [in the 
region .will now lead to a major drag from the 
fmandal system as banks lose the abitity to pla~ their 
nonnal intermediation role in the economy. TIu:re are 
already signs that a classic credit crunch of this sort 
may be happening. 
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This problematic combination is likely to lead to a 
weaker profile for Asean growth next year than we 
had previously expected, and as a result we have 
downgraded our growth forecasts for the rest of 1997 
and 1998. We are now looking for GDP growth in the 
Asean-4 countries of4.9% in 1997and 4.5% in 1998, 
figures which are 2·3% per annum below trend. The 
current account deficit for this group of countries is 
likely to'narrow from 5.2% in 1996 to 4.0% in 1997 
and to only 2.7% next year. In terms of individual 
economies, we have made the largest downgrades to 
growth projections in Thailand (0.5% in 1997 and 
2.0% in 1998), followed by Malaysia (7.2% in 1997 
and 4.0%). Downgrades to our growth forecasts for 
the Philippines and Indonesia have been much 
smaller. 

By Asean standards, the overall growth rate of4.5% 
we are predicting for next year is very subdued. but 
we would expect to see some recovery before the year 
end. with a much better year to follow in 1999. 
Furthcnnore, we have made very little amendment to 
our GDP foreCasts for the rest of Asia. including 
China. India and the northern Asian ,NIBs. 
Consequently, our overall forecasts for non Japan 
Asian GDP next year remain robust at 7.1 % for the 
emerging economies (ie Asean, Chinaand India) and , 
5.5% for the newly industrialised economies. A 
partial and localised recession in Southeast Asia is 
therefore all we are expecting at the moment. 

J. Will there be a huge output gap in Asia next 
year? 

Fears have been expressed that the slow-down in 
activity in Asia will lead to a significant problem of 

. over.capacity in many industries next year. and that 
this will lead to sharp downward pressure on 
commodity and industrial prices as the Asian 
economies attempt to clear excess inventories. We 
have attempted to answerthis question by conducting 
an exercise designed to measure Asian output gaps. 
To do this, we have estimated trend GDP in each of 
the major economies (using Hodrick Prescott filters). 
and have subtracted actual GDP from trend to attain a 
rough measure of the output gaps. (The IMF has 
recently completed a similar exercise. which it says 
has been useful in analysing inflation pressures in 
Asia.) We, ofcourse, recognise all oftbe well-known 
pitfalls in this type of exercise. and we would 
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describe the following results as tentative. 
Nevertheless, they suggest that a significant output 
gap may develop in pans of Asia next year. For the 
Asean-4 countries, the gap is around 5% of GOP. 
while for the rest ofAsia (excluding India, China and 
ofcourse Japan), the gap is around 4%. The countries 
with the largest output gaps in 1998 are likely to be 
Thailand. Korea and Taiwan. 

China is not included in this analysis. since it is 
difficult to assess the meaning of an output gap in a 
non-market economy. However. on our growth 
forecasts for China, GOP will continue to grow at 
around the trend rate throughout the forecast period. 
and our Asian economists have recently argued that 
the likelibood of significant "dumping" of excess 
Chinese manufactured products into the world export 
raatket is rather limited. For what it is worth, our 
rough attempt to include China in the Asian output 
gap analysis suggests that the pan-Asian gap faIls to 
about 2% next year ifChina is included. 

4. What will be the impadofthe Asian setback on 
the rest.ot the world? 

Obviously. on our existing forecasts for Asean and 
Asian GOP. the impact on world growth is quite 
smaIl, since we are not yet predicting any shazp 
recession in Asia as a whole. However. it is worth 
pointing out what might be the effect ofa much larger 
Asian recession on the developed economies. Japan 
is the most vulnerable major nation to an Asian 
recession· 12% of Japanese exports go to the 
Asean-4. and 37% to the whole of Asia. The US is 
much less vulnerable, with equivalent figures of4% 
and 15% respectively. The EU at fmt sight appears 
least vulnerable. with equivalent figures of only 2% 
and 6% respectively. However, since foreign trade 
accounts for a much bigger share of GOP in the EU 
than in the US, it turns out that the GOP impacts of 
Asian trade on the EU and US are rather similar. In 
both cases, the GOP effect is much smaIlerthan it is in 
Japan. 

Of course the risks of a large further downward 
revision to growth forecasts is greatest in the Asean-4 
countries and Korea. For the sake of illustration. let 
us assume that in the case of a deep recession in 
Asean, the growth of rea! domestic demand in the 
region might fall from about 5% (our main case 
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. d " . I ,.. 00·forecast prior to the crisis) to zero. In this case, the some In ustnes as excess Inventones are e munat • 
growth of imports into Asean might fall by around 

10%. The direct impact ofthis shock on the rest ofthe 

world would be to reduce real GDP growth in Japan 

by O.ll %, while US GDP growth would fall by 

0.04% and EUGOPalso by 0.04%. These effects are 

obviously negligible.' Of course, if the Asean 

recession spread to the whole ofAsia. then the effects 

could be up to 3 times as large as those just 

mentioned, but even this would be very minor, except 

perhaps for Japan. 


So far. we have taken account only of the loss of 
exports from the developed economies into Asia. 
Previous experience (eg the impact of the Mexican 
shock on the US'in 1995) suggests that this is indeed 
the main route through which activity in the 
developed countries will be impacted by the shock, 
but there is also the possibility that the Asean/Asian 
countries will be able to increase their export sales 
into the OECD, and that OECDGDPwill therefore be 
impacted by a rise in imports from Asia. How large 
could this extra effect prove to be? In order to assess 
the maximum likely size ofthe combined import and 
export effects on the OECD, we have assumed that in 
an extreme shock the Asean countries might be 
forced to reduce their current account deficits by 4% 
of GDPnext year, while the rest of Asia is forced to 
cut its current account deficit by 2% ofGDP. The total 
effect ofthis maximum shock is shown in the table. It 
would depress EU and US GDP by around 0.25% 
next year, while cutting Japanese GDP by around 
0.65%. However. in our main case forecasts, the 
effects would be much smaller than this; in fact, they 
would be largely negligible. . 

What about the impact on global inflation? Once 
again, in our main case forecast, the downward 
revisions to Asian GOP growth are insufficient to . 
make much difference to the world price level. But 
what if the Asian recession is deeper than we expect? 
In an extreme case, assume that Asean growth slows 
as a result of the shock by 4 percentage points next 
year, while the rest of Asia slows by 2 percentage 
points. This would increase the global output gap by 
0.63% next year, which might cut global inflation by 
0.3% in 1999. (There would probably be some offset 
to this from easier monetary policy in the developed 
economies.) In the short tenn, it is of course likely 
that there would be more significant price effects in 

~nc~~~~=·=w~~~~~~=·~A~~~Y~"~------------------(xv) 

but this is unlikely to last more than ~ut 6 months. 
./ 

Effects ofthis scale would not be likely to have much 
effect on monetary policy, bonds or durrencies in the 
developed economies. To the e:ttent that any 
economy is affected, Japan and the Iyen are clearly 
impactea more than the US and the EU. . 

5. Will therebe knock-on effects to ltheremerging 
markets? 

The lesson of the Tequila Crisis foUowing the 
collapse of the Mexican peso in 1994. is that risk 

. . I 
premia around the world can rise <)S a result of a 
specific event in one country. There has obviously 
already been some contagion from ev~nts in Thailand 

.. I 
to the rest of the Asean countries, where economic 
fundamentals do not appear to be so .J..orrying. There 
have also been signs ofcontagion to Jther markets as 
far afield as the Czech Republic and Brazil, and to the . 
emerging debt markets in general. I . 

Although the trade links between the Asean 
economies and the Latin economie~ are negligible, 
there is a risk that a rise in percei~ed global risk 
premia will lead to a decline in capitallinflows into the 
Latin group. However. it is worth pointing out that 
Latin American GDP growth is currbntly rising, not 
falling, and it is important to notJ that no Latin 
economy (including Brazil) shovJs the virulent 
expansion of credit seen in Thailana and Malaysia 
prior to the crisis. The view ofour errierging markets 
economics team is that contagion eff~ts will be quite 
limited, and indeed may provide ~ood long-tenn 
buying opportunities in the assets atfected. This is 
partly because the stance of global monetary policy. 
and the ready availability of liquiditY. do not suggest 
that a large rise in risk premia on klobal financial 
assets is likely at present. Nev'ertheless, they 
recommend hedging EDM porltoIios against 
possible Asian contagion risk by l!gOing short of 
B rnzilian debt. 

6. Is it time to buy Asian currencies? 

Our answer is "probably not yet", Jd indeed in the. 
past couple of weeks we have significantly reduced 
our 3-6 month forecasts for the bahd ringgit. rupiah, 
won, Singapore dollar and Philippines peso. On a 

I 
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long tenn view, we do not see the Asean currencies as 
fundamentally overvalued, and we think that the 
Indonesian rupiah, the Malaysian Ringgit and the 
Philippines Peso will all be considerably stronger 
than the market forward rate in a year's time. (By 
contrast, we think the Baht will be weaker than the 
forward.) However, on a shorter tenn view we fee] 
that the worst may not yet be over, and would look for 
a new signal - eg more decisive policy changes in 
Thailand orMalaysia or more general signs ofexport 
strength - before thinking about opening long 
positions. 

1. Is it time to buy Asian equities? We have similar 
doubts about the precise timing of a re-entty into the 
equity lllllrlCets ofthe region, but on the whole we take 
recent events on the currency markets as being likely 
to enhance long-term equity returns; Nevertheless, 
our global equity strategists considered the case for 
Asian markets in detail in the "World Investment 
Strategy Highlights" publication for September and 
concluded that the higb volatility and risk associated 
with Asean markets at the moment did not justify any 
significant representation in these markets (except 
perhaps in Indonesia). Those who wish to play the 
long tenn Asian recovery story should overweight 
Singapore, Hong Kong and (especially) India. 

Gavyn Davies 
Chief' International Economist 
10 September 1997 

This section, as usual, draws upon the work ofthe 
entire Goldman Sachs' Research Group. 

, I 
The following are rather extreme examples of 
MAXIMUM likely effects. They are much bIgger 
than the figures bulH Into our main forecasts. 

I 

1. Export Decline to Asean Countries I 
In an extreme case, growth in domestic deriland in 
Asean countries could drop to zero next year compared 
to a pre-crisis forecast of 5%. This would cut export 
sales to Asean by 10%. A 10% drop in export Sares to 
Asean would have the following effects on OECD GOP:-

GDPlmpact 

US 	 -0.04% 

-0.04°,(,EU 
Japan -0.11% 

2. Export Decline to Other Asia I 

For comparison, a t 0% decline in export sale to ~he rest 
of Asia (including China, but excluding ASEAN. and 
Japan) would have the following effects: 

GOP Impact 

US 	 -0.09% 

-0.12%,:EU 

. ·0.22%··
Japan 

3. Import Substitutlpn Effects 

There are also likely to be gains in Import sales from 
, Asia to the rest of the world. Assume an extreme shock 
which improves the Asean current account bY, 4% of 
GOP next year, and the current account of the: rest ot 
Asia by 2% of GOP. This would have the followl1'l9 total 
effects (imports and export effects combined)' on I the 
GOP ot developed economles:- ! 

GDPlmpact I 
(%) Asean Effect Other AsIa Effect Total Effect 

I
US ·0.08 -0.16 -0.24 

I
EU -0.09 -0.17 -0.26 

Japan -0.26 -0.38 .0.64 
I 

4. Inflation Effects 	 .I 
Again, let us make some extreme assumptions. 
Assume ASEAN GOP growih slows from a ~risis 
forecast ot 7% in 1998 10 about 3% next year, and that 
the rest of Asia slows by 2 percentage points. Th~would 
increase the global output gap by 0.63%, which might 
cut global inflation by 0.3% In 1999. 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C, 

SECRETARY OF THE TREASUI'(Y 

October 23, 19~7 

MEMORANDUM FOR THE PRESIDENT 

THROUGH: Robert E. RUbinW-­

FROM: 	 Lawrence Summers 0 
SUBJECT: Update on Asia 

Hong Kong has come under acute pressure this week, as the 
ffnancial crisis in Southeast Asia has spread north to affect it, 
Taiwan, and Korea more directly. 

• 	 The Hong Kong Monetary Authority was forced to raise 
interest rates to. extraordinarily high levels to defencp. the 
value of the Hong Kong dollar, while the equity market· is 
down almost 25 percent thus far this week. .• 

• 	 The exchange rates of Thailand, Indonesia, Malaysia ~nlthe 
Philippines have now fallen between 25 and 35 percent I 
against the dollar since the beginning of the crisis, with 
more modest reductions of between four and ten percent in 
the currencies of Singapore, Taiwan, and Korea. 

There is now greater risk that the crisis in Asia could prove to 
Ibe longer and more pronounced, and that it could, spread to other 

emerging market countries outside the region. 

The sources of these pressures lie in ~ combination of factors 
I 

which vary ,in nature and degree across Asia. The vulnerabitities 
common to many, but not all, of the countries affected include,. 
asset prices that had risen to rather high valuations, I 
substantial current account deficits, very high levels of short­
term ~xternal debt. weak financial systems with high levelslof 
bad assets, lack of transparency, concerns about the stabil~ty 

• " 	 Iand commitment of governments ~n some countr~es to necessary 
macroeconomic adjustment and reform, and the loss of some 



competitiveness experience as a result of the combination of a 
previous depreciation of the Chinese currency and the dollJr's 
more modest appreciation. 

Part of the dynamic at work is a kind of cycle of competitive 
depreciation,' which if not arr'ested could have more damagirlg

I consequences for Japan, the United State, and the world economy 
as a whole. 

! 

The United States has major strategic and economic interesds in 
seeing these countries succeed in reestablishing confidencJ and 
stability, and in building arrangements, in the region and 
globally, that could help reduc. the risk of future crises of 
this magnitude. 

Together with the Federal Reserve, we have been inclose contact 
with financial officials in the region. We are working cldsely 
with the IMF. And together with your foreign policy team, Iwe are 
in the process of exploring what direct financial role, if 'lany , 
the United States could play in aiding the restoration of ' 
financial stability in the region. We are also in the procjess of 
developing a set of measures that the APEC leaders could endorse,' 
at the upcoming Summit in Vancouver, where these issues willI be 
prominent. 
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·A997-SE-012022 

November 7, 1997 

MEMORANDUM FOR SECRETARY RUBIN 

CHAIRMAN GREENSPAN 

DEPUTY SECRETARY SUMMERS 


FROM; !)ff\m~ih:~ ~ithner and Ted Truman. ,.•. -', ,t' 

SUBJECT: Report on Our Meetings in Asia 

We spent the last several days traveling to Hong Kong, Singapore, Jakarta, Kuala Lwnpur; and· 
Bangkok, where we discussed the financial outlook for the region, outlined the terms dfthe U.S. 
faci lity for Indonesia, tried to shape a consensus in favor of our approach to a cooperat'ive 
financial arrangement for the region, and generally tried to show the flag. 

We met with the Finance Minister and/or the Central Bank Governor in each city_ and consulted 
with other countries in the region by phone along the way. Here's a summary of our j6int 
impressions from these meetings, with some thoughts on the implications Jor U.S. polib. We 
arrive back in Washington on Friday evening. 

As we len the region ... 

Thailand looked very dark. Indonesia had made a good start on a program that 
exceeded the market's initial expectations. Confidence in Hong Kong ~ad corne' 
back quite far. Korea was looking ve~y tenuous. And in Japan there se~med to be 
emerging a greater sense of reality about the weakness in the economy ~nd a 
recognition .that the current policy course was unsustainable. 

The U.S. role in lndone~ia was receiving verv favorable reviews. Yet we are still 
. generally regarded as being somewhat remo~ed. late to appreciate the ciagnitude 
oftbe problem in the region, and still reluctant 10 act with the leadership and 
financial force necessary to make a difference. all of which is contributi'ng to a 
sense that we are presiding over a signi ficant shi ft in the strategic balanbe in the 
regi,m, with the weaker countries being forced more into the anTIS of Jaban and 
perhaps China. 

• All this concern may prove to be overdone, and we may actually just be in the 
I 

midst of a necessary and desirable deflation of the Asian emerging market bubble, 
with the real damage containable to Thailand, and a relatively modest Ci'eceleration 
in growth in the rest of the 'region. 
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• At this point, however, it seems prudent to worry more about the risk tnat this is 
going to get a lot worse ina lot more places before it gets better, than t6 be 
comforted by the hope that the landing will be relatively gentle. 

• Thailand is very dark. 

There is now some talk of a general moratorium by banks and corporations 011 

their external obligations, with the Finance Minister alluding to the ne~d for a 
"second line of defense" from the international community a la lndone~ia to 
improve the prospects for avoiding that outcome. 

The economy hac;; slowed very sharply, with growth now negative, the external 
deficit close to being eliminated, and widespread evidence that the ecohomy has 
seized up due to what is described as a lack of liquidity, but might be bbtter . 
described as a lack of confidence. 

There is, I think, reason to doubt now whether the IMF program and it'ls strategy 
tl)r the financial system is viable, even in the quite unlikely event that a new 
government emerges quickly out of the present turmoil to execute it. 

We need to t()CUS quickly on whether to stay the course t()r another six weeks, 
hoping the government will get its act together. that the IMF will be able to 
disburse on schedule, and that the situation will slowly start to stabiliz~, or 
whether to shift course and urge the IMF to rethink the basiclramewo~k of the 
program. particularly in the financial sector, where a more interventioriist 

I 

approach may be necessary. And, yet. it is harJ to believe that the Thais will have 
a government any tir:ne soon capable of delivering on a new strategy. 

My guess is that we are likely quickly to face pressure to join with Japan and 
others to put a sizeable stack of additional money on the table, along the lines of 
the Indonesian arrangement. It is hard to conceive at this point that thi1s would 
make sense, not least because of the prospect of protracted political dri!ft. The 
other potential creditors are likely to be reluctant, but probably not a<; teluctant as 
we. 

• 	 [n Indonesia, in contrast, the program looks at this point more likely to work, and 
. sentiment seems to have begun to turn around. . . I. 

The Government has acted swiftly, with a fair amount or courage and force. [n 
contrast to Thailand, there is a strong State with a very strong, compet~nt, and 
highly·regarded economic team that appears to have the full support of the 
President. Also in contrast to Thailand, the pwgram was largely genetated and 
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shaped by a willing group ofIndonesian technm:rats. rather than designed and 
imposed hy the IMF on a weak Thai government deep in denial. 

The publ ic perception of the economic progralll has been shaped more oy the 
comp~l.Iing symbol of the closure of banks owned by the first family an~ their 
associates, than by the structural problems left unaddressed by the program. 
Whether this will persist or not is difficult to say: it depends in large paJt on 
whether the dissidents in the first family gain <lccess to the corrupt judic1ial 

. processes. 

The main risks, we suspect, are the following: 

President Suharto may be tempted to walk back on some of the 
commitments in the program, either because he didn't quite realize what 
he had agreed to, or because once the pressurc appears to ease hJ may feel 
he can afford it. 

Indonesia may continue to get buffeted by contagion from the North 
(Thailand, Malaysia and Korea), undennining the ability to put dfirmer 
floor under.the rupiah. 

Succession concerns are likely to come back into focus and could bc quite 
I 

damaging to long-term confidence, particularly if the President shows any 
inclination of withdrawing support for his econOlilic team. 

The government may feel tempted to tr~; to ease monetary conditions too 
quickly. It's clear from our discussions that the Governor is uneksy with 
the monetary policy framework in thc f'und program, and that thk Minister 

. 	 may 110t be fully aware of the constraints the Governor is now Ulider. . 

• 	 The Finan~e Minister sounded quite eomfortahle with the terms or our sLpport. I 
left him the term sheet with the reserve floor and ceiling and a few other! numbers 
bracketed. He agreed to get back to us reasonably quickly with a view on how to' 
he would like to proceed. 

He seemed quite comfortable with the lact that the terms of our 
commitment would differ in significant respects trom Singaporels and, 
perhaps, Japan's. He thought it was important for there to be general 
consistency in approach, but not uniformity. 

He has no intention of having to resort to the second line ofdetense, but if 
I

he were to request the use of those resources, would plan to draw on each 
of us on pari passu terms. 
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• 	 We obtained a less-dear picture about Malaysia, but we suspect they will come through 
this \\tithout having to resort to official external finance. and without much trauma. 

Their strategy so far has been to l~t the exchange rate drift do~n moder~tely. to 
keep interest rates relativeIy low, and try to slow credit growth and the bconomy 

. 	 I' 

gradually through a combination of gentle fiscal consolidation and prudential 
measures to slow lending growth. 

This strategy. combined with the general cI()Ud created by Mahathir's r~ctoric. has 
left the markets confused, caught between concern that the authorities are not 
really serious enough, buuhinking that they might actually be strong enough not 
10 bo forced 10 do more in tenns ofadjuslment 	 . I 

However. we detected a certain amount of denIal that Malaysia could face serious 
prohlems as a consequence of its relatively low real interest rates and a 
remarkable smugness about the condition ofthcir tinancial system. 

On the debate about a cooperative financial arrangcml:nt for the region, we offer the 
following attempt at a summary of,what is still a very tluid and uncertain procelss. 

· .. h .' ' /' bl' } . I.All,Ieh	 maJor countnes In t e region now seem 10lavor esta IS ung some type of 
linancing mechanism, as a complement to the IMI5';' and as part of a regibnal 
forum for mutual surveillance and for cooperation on financial issues. 

Most 0 r the basic principles we have laid out, and which formed the basis of our' 
opposition to the original Japanese proposal, arc widely accepted. 

1M F-centered. 

Only III support oflMF programs of adiustment. No lending outside of or 
in advance of IMF programs. ' 

Only to supplement IMF resources, nol to substitute ror what the 1M).' 
should be able to do directly. 

No independent secretariat or institutional structure. 

Much smaller scale, and perhaps no total number at all. 

There is general support for including the United States, but not if our 
participation would come at the expense of a real financing mechanism that could 
potentially mobilize substantial resources. 
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There is general support for the proposals we have laid out for increasing access 
to IMF resources and with somewhat less intensity support for explorinig ways to 
inv()lve the private sector more in sharing in the financial burden and fdr 
improving safeguards against future crises. But these are not regarded ~s a 
potential alternative to a regional financial facility, only as useful comp'iements. 

I . 

The two contending options on the table now arc an arrangement modeled on the 
NAB and a regional framework for mobilizing sccond-line-of-defense ~ackages 
alongside future IMF programs on the Indonesian model. 

To the extent we know anything now, ,<,Ie think Australia, Hong Kong, 
Singapore, and possibly China could live with or would prefer the Asian 

, . GAB/NAB option. Malaysia and Indonesia are open to it, but rriore 
I 

reluctant to embrace it. Japan clearly opposes the NAB option for all the 
reasons we like it, but might be willing to endorse it ~ith the knbwledgc 
we'll get blocked by the IMF or thc rest of the G-7, or caught ud in some 
protracted negotiation, freeing them Ul"' to pursue their own agerida in the 
region without us. 

Irsome of the Europeans were to SUPP(lTl theNA13 option only 8ft the 
condition they were included, that would probably kill it in Asii 

At this point. we think, the NAB option may ~ell not prevail, cven ifthl IMF and 
the I~uropeans were to become more supportive. But it's not over yet aI~d the 
Asians are not really quite sure what they wan\, so we should keep both alive 
going into the Manilla meetings. ' 

We may be able to get through Manila with a general agreement to establish a I~)rum for 
cooperation and mutual surveillance and to explore modalities for a financial a~rangement 
consistent with several broad principles. 

We face some risk, however, that a failure to. lock in the progress we hare . 
achieved in moving the debate closer to something that is benign for the system 
. and in which we could participate would leave LIS vulnerable. I 

The Malaysians seem to be actively interested in pursuing some fc)rm of financial 
link hetween ASEAN and Japan that might then be broadened to includ~ others. 

I 

Jupan may view this as the best way to have something emerge that is closer to 
their original design. By starting with ASEAN and building gradually t~ut. they 
would have a much stronger hand against us. 
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Our inclination, at this point, is to try in lock in what ever we can in Manila, e\lcn if it 
means giving up on the NAB approach for now. In a world of bad options, this is 
probably the best way of preventing something worse from emerging over timJ, of 
ensuring we are full participants in shaping the new regional architecture, of sehding a 
signal of cooperation and commitment to the region at a time when that is imp6rtant, and 
of reducing the risk of making the President look marginalized and behind the burve at 
the APEC leaders meeting in Vancouver. ' 

cc: Lipton. Atkinson, Zelikow 
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DEPARTMENT OF THE TREASURY 

WASHINGTON.. D.C. 

4SSIScANT SECRE:TARY 

December 31,1997 

MEMORANDUM FOR SECRETARY RUBIN 
DEPUTY SECRETARY SUMMERS 

\ 
FROM: David W. Wilcox -pw 

Assistant Secretary for Economic Policy 

SUBJECT: U S. Financial Exposure to Southeast Asia . 

, As we discussed on Monday, attached for your use this weekend is a' brief piece 
on the estimated direct financial exposure of U.S. investors as a result of holdihgs of 
loans or securities originating in Southeast Asia ..We hope to have more material on 
this topic in the near future. . .' I '. 

As you anticipated, the direct exposure is small, overall, given the relatively 
small size of these economies compared to the United States. Of course, indiVidual 
firms or households could be more heavily affected. 



FINANCIAL EXPOSURE TO SOUTHE~ST ASIA . 

The financial turmoil in Southeast Asia raises the question of the implications for 
U.S. financial institutions and other U.S investors. The direct effects. overall. ~ppear 
likely to be'small because loans and securities originating in the area are a sm'all part of 

. aggregate portfolios in this country. Of course, the effects for individual investbrs 
(households or firms) could be substantial, and indirect effects through investdr 
,confidence, trade and corporate earnings could be much larger, but are highly 
speculative at this point. 

• The exposure of U.S. commercial banks to Southeast Asia is two to three 
times that to Mexico at the. end of 1994 but is, nevertheless, small relative' 
to the overall size of our banking system: 

Amounts owed to U.S. banks by borrowers in the core five Southeast . 
Asian countries involved in the current crisis (Indonesia, Korea, Malaysia, 
Philippines and Thailand} are 1 ..5 percent oftotalbank assets. 

Amounts owed to U.S. banks by borrowers in this area are 7.4 percentof 
total foreign assets of these banks. . 

\ 

Amounts owed to U.S. banks are 14 percent of their capital (but a much 
larger 28 percent of the capital of the large money center banks)lso even 
much larger losses than reasonably anticipated now -:.. though of concern 
to shareholders - would not threaten depositors or the deposit irisurance 
system. 

• Holdings in the U.S. of stocks and bonds issued," these Southeast Asian 
countries are about 5 percent of the total U.S. international investment hositionin 

securities. . . . . .1 

Compared to total holdings of stocks and bonds (domestic ~nd 
foreign) in the United States,holdings of such securities iss'ued in 
Southeast Asia are estimated to be only 0.4 percent. 

. 

Office 
, 

of Econo'1lic Policy . 
December 31, 1997 
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I8-SE-000548 INFORMATION 

Of PARTMENT OF THE TREASUR/ 

WASHINGTON, D.C 


ASSISTANT SECRETARY 

January 16. 1998 

MEMORANDUM FOR SECRETARY RUBIN 

DEPUTY SECRETARY SUMMERS 


FROM: 	 David W. Wilcox Vt,J 


Assistant Secretary for Economic Policy 


SUBJECT: 	 U. S. Financial Exposure to Troubled Economies of East-Asia 

We have expanded our review of U.S. financial exposure to East Asia, utilizing r 

analyses provided by the Federal Reserve System to OASIA and Domestic Fi~ance as 
well as updating our brief earlier review for new bank data released Wednesday. 
The key conclusions are: 

• 	 The exposure of U S. banks to five core troubled East Asian economies, -­
Indonesia, Korea, Malaysia, Ph.illippines and Thailand - is heavily concentrated 
among the large money center banks, which are active internationally. IFor the . 
banking system, overall, the exposure relative to capital is 12 percent. For the 
money center banks, the ratio to their capital of assets due to them froni these 
core countries is 28 percent. (On some definitions, it is even higher and! is 
considerably higher, but below 100 percent, for the most exposed of these 
banks.) 

• 	 Obligations of Asian borrowers to U.S. banks are about 2.2 times as big as were 
obligations of Mexican borrowers at the onset of the 1994-95 Mexican financial 
crisis. 

• 	 The strong capital position of U.S. banks currently provides good protection for 
depOSitors and the deposit insurance agency as long as the Asian turmbil is 
contained within the four or five countries most directly affected now. If,l 
however, non-payment problems were to mount and spread more widely among 
Asian economi~s, the size of exposures by U.S. banks could become 
problematic. ' I . 

• 	 Given the modest share of U.S. portfolio investment in the currently troubled 
East Asian economies, it seems likely that economic consequences ass6ciated 
with declining security values would be more likely to flow from the_effeqts on the 
U:S. stock market of disappointing U.S. corporate earnings rather than,from the 
loss of value of East Asian portfolio investments. 

cc: Hawke, Gensler, Lipton, Geithner 
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u.s. FINANCIAL EXPOSURE T_O TROUBLED ECONOMIES IN EAST ASIA 

Financial repercussions on the United States from developments in theltroubled 
economies of East Asia could work through different sectors. The banking sector is 
probably the most important, for major defaults by borrowers from U.S. instituti10ns 
could complicate the execution of monetary policy, impose budget burdens on the 
deposit insurance agencies, and inhibit bank lending, thereby slowing the economy. 
Sizable losses in the value of portfolio investments could also cause difficultie~ for U.S. 
firms if they compromised the soundness of pension plans or insurance comp~nies, as 

. 	 I 

well as imposing losses of wealth on household investors in mutual funds or direct 
holdings. Losse,s of financial institutions, and reductions in sales and profits ~y 
nonfinancial firms could also undermine confidence in sustained non-inflation~ry 
expansion of the U.S. economy and hence cause more prolonged declines in the stock 
market than the volatility that has been seen to date. This last channel is the rhost 

, 	 I 

speculative and will not be addressed here. Estimates of the magnitude of exposure of 
banks and other financial institutions are presented below. 

Commercial Banks 

. Commercial banks hold, in dollar terms, about 2,2 times as many obligations 
'(essentially loans and derivatives) of residents and firms in the core group of t~oubled . 
East Asian economies - South Korea, Indonesia, Malaysia, Phillippines and Thailand 
-.:. as they did assets from Mexico at the end of 1994, when that financial crisis! broke. ' 

The total "cross boarder exposure" of U.S. commercial banks to these Asian 
economies amounted to $39.3 billion at the end of September. 

• 	 This total was 12 percent of the· capital of all banks (about the same as the 
downward revised estimate for June); this is about 1.4 times the ratio to :caPital 
(8.5 percent) of Mexican exposure in 1994, reflecting faster growth of capital 
than foreign asset holdings since then. I 

• 	 The total was 1.3 percent of total assets of banks; exposure to Mexico had been 
0.8 percent of total assets. 

The exposure of banks is heavily concentrated among the large money center 
banks, which are active internationally. . 

• 	 Tille ratio of assets due from the core group of troubled Asian economies 
to capital of the money center banks was 28 percent in September 
(essentially unchanged from June). 

I

• 	 Exposure to Korea alone, which edged up by about $200 million betwe1en June 
and September. was $14.7 billion. This was about 13 percent of bank capital 
.(about 17 percent of the bank holding companies' common equity -- or 
regulatory "top tier" capital). 
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• Including Indonesia, Malaysia and Thailand about doubles that exposure. 
This total was almost 26 percent of capital; including Phillippines lifts thb ratio to 
capital to 28 percent in September... . 

• . 	 The ratios of exposure to capital just cited are net of a class of offsetting 
liabilities. A ratio to capital as high as 43 percent is obtained by going to the . 
opposite extreme and putting the cOrresponding class of assets on a grbss basis 
for the core five East Asian countries. I . 

• 	 If half of banks' exposure (by some reasonable definition) were to resultin 
defaults, the amount of capital'ost would exceed oQe year's eamir~gs by a 
couple of percentage points. 

• 	 There is a wide range of exposure-to-capital ratios, however, even among 
the money center banks. Exposure for none of these banks is estimatbd by the 

. I 

Federal Reserve to be above 70 percent, using the broadest measure of, 
exposure as a ratio to essentially common equity capital, cumulated for four of 

I 

the core five countries (omitting Phillipines). Another 75 percent of capital is 
exposed, however. to Hong Kong. China and Taiwan in the case of the ~ost . 
exposed bank, and including Japan raises the maximum exposure to 272 
percent of the most exposed bank's common equity capital. I 

These estimates imply that the strong capital position ofbanks 
provides good protection for depositors and the deposit Instirance 
agency as long as the turmoil is contained within the four or five 
countries most directly affected now. If, however, non-paym~nt . 
problems spread more widely among Asian economies with l'osses 
mounting to the range of half of Asian assets, the size of expbsures 
by U.S. banks could become problematic. 	 . 

Portfolio Capital 

In contrast to the exposure of banks to debt obligations of troubled East ~sian 
economies, U.S. holdings of securities - equities and fixed income assets - ofithese . 
countries is relatively small. It is estimated that U.S. holdings of securities frolT! the 
core five economies amount to about 5 percent of total holdings of foreign sec~rities. 
(about $62 billion) and about 0.4 percent of total U.S. portfolio investments in stocks 
and bonds. . 

Exposure to the sharp fluctuations in market value of East Asian equities and to 
potential default of fixed income instruments varies substantially, of course. across 
financial firms and ultimate beneficiaries. . 
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• 	 It is estimated ,by one, financial analyst t~at among major non-bank ~na~cial 
management firms --Insurance companles,·mutual funds and pension funds-­
the top owner of Philippine equities had 3.5 percent of the firm's pqrtfolio 
in assets from that country. The top owner of Indonesian equities h.d 3.1 
percent of its portfolio in those assets. The corresponding measure of ~xposure 
for Korea was 1 percent. For Malaysia, Thailand, Singapore and HonerKong. 
the exposures of top investors were well under one percent in each case. 

. , 	 I 
• 	 Among emerging-market mutual funds, about 20 percent ($3.4 billion) of the 

assets of Asian emerging market equity funds in September. were in stocks of the 
core five East Asian. countries. These funds had reduced their hOldings: in the 
core countries over the .third quarter, according to one analyst, quoted ~y the 
Investment Company Institute. Over the same period, however, diversifjed 
emerging market equity funds were buying stocks of the core five econ~mies 
(especially one fund which had been early to invest in Mexico after its 1994-95 . 
financial crisis). These global emerging market equity funds had 14 percent 
·($7.6 billion) of their portfolios In the stocks of the core five countri'es. 

• 	 Diversified portfolios, ill general, would be likely to have smaller shares 10f East,' 
Asian stocks than the emerging market mutual funds. ' 

One analyst knowledgeable about pension funds said that he would 
expect that pension fund investments generally would have no m?re tnan 
10 percent of their assets in international investments, of which about 
one~fifth might be in East Asian assets. 

Another pension fund analyst guessed that defined benefit pension funds 
I 

might have higher than average exposure to intemational - and, hence, 
East Asian -- assets because of professional management more Willing to 
diversify broadly to obtain yield, This would imply that problems ~esulting 
from these lt1vestments would affect the firms whose employees were 
covered by such pension funds rather than the owners of 401 k pl~ns. 

I 
• 	 Overall, it seems Hkely that economic effects offroubles in East Asian 

I 

economies that are associated with declining security values would be 
more likely to flow from the effects on the U.S. stock market of I 

disappointing U.S. corporate earnings rather than from the loss of value of 
East Asian portfolio investments. 

Economic Policy 
1/15/97 

Prepared by Susan Lepper 
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January 27. 1998 

The Honorable Robert E. Rubin 
Secretary 
Department Ofthe Treasury . 
1500 Pennsylvania Ave NW 
Washington, DC 20220 

. Dear Mr, Secretary: 
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In response to the assistance provided to Thailand. Indonesia and South Korea in recent 
months, we are compelled to comment on the pervasive system oftrade barriers imposed oh 
American agricultural products by those and other Asian countries. 

w(~ recogniz~ the critical importance ofAsia to world E:CO~omic growth. Likewise, L: 
understand that many Asian businesses and workers will surely suffer as a result of the recdnt . 
economic crisis and that economic recovery in Asia is important to American exp0l1:s. Ho,ever, 
while the Uo.itcd States must carefully c;onsider its role in assisting financially troubled natipns. 
one of our primary responsibilIties should be to represent America's fanners and ranchers. i 

I 
Witbin the past year, the Treasury Depanment has committed a\lproximately $9.7 b~1lion 

in bilateral lending to troubled Asian .economies as part ofan International Monetary Fund (IMF) 
program designed to produce major. SUUCNral refenns in their economic practices. Howev~r, the 
restructurin.g programs reportedlYdo not include substantial cbanges that require the recipie'nt 
countries to provide greater access to foreign agriculture products as part of their reform I 
measures. We believe such a requirement would represent both. a fair action on behalf oru.s. 
producers and a major step toward improving Asia's overall economic health. I 

Many Americans will question U.S. assistance for Asian businesses withoutconcurrbnt 
efforts to remove the barriers that prohibit American products from reaching Asia. Furthemiore, 
since China, Rmsia and Japan may ultimately be affected by this global economic problem, lit is 
j.mperative that you consider the importance ofunfair barrie.rs to market access for U.S. . 
producers. Therefore, we respectfully request all opportWlity to meet with you to discuss specific 
issues relating to market access on a country-by-coWltry basis. 

Sincerely, ~ I..

(/lax. ~.-
Max Baucus I 

cc: Dan Glickman, Secretary ofAgriculture 
Charlene Barshefsky. U.S. Trade Representative 

http:barrie.rs
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8.-SE-002332 
DEPARTMENTOF THE TREASURY 

WASHINGTON, D.C. 20220 

February 24, 1998 

MEMORANDUM FOR SECRETARY RUBIN 
DEPUTY SECRETARY SUMMERS . 
UNDERSECRETARY LWTON· 
ASSISTANT SECRETARY GEITHNER 

FROM: 	 Daniel M. Zelikow ~. 
Deputy Assistant Secretary 
Asia the Americas and Mrica 

SUBJECT: 	 A Plan for Corporate Debt Restructuring in Asia 

\ 
Attached you will find the latest iteration of our thinking on how Asian countries shou,ld approach 
their corporate debt problems. We learn more each day, so you can expect more refined, country­
specific ideas next time. For now, bear in mind the following disclaimers: 

• 	 This plan is generic. Circumstances vary considerably in each country, so 
recommendations must be customized. 

• 
.1 

For example, in Korea, one of the key obsta.des to restructuring (according to Ira 
Lieberman of the World Bank), is the network of cross-guarantees that \ exist within 
a chaebol. So the solution in that cou ntry will involve some agreement between 
debtors and creditors, possibly with government's legal backing, to trea:t these 
guarantees as a debt instrument that can be discounted or traded. \ 

• In Indonesia, the debtors reportedly are not paying, but in Korea they af~., Thus, 
emphasizing a liquidation scenario may be more effective in getting the ~rocess 
going in the former country than the latter. 1 

• 	 In fact, implicit throughout is our assumption that moral suasion may be useful, even if, as 
we argue, an institutionalized mediation role for governments isn't. 

o 	 Given their tendencies, it may take a call from the Blue House to get Korea's 
chaebol and banks to work out a deal together rather than continuing to\ ignore 

. their mutual predicament . . '. \. . . 

• 	 We've been deliberately vague about how a country would create a "credible liquidation 
scenario". In some cases, this would require an administrative, rather than legai, solution. 

. . 	 '. I . 
'. 	 , 

This draft benefitted from important contributions from: Anna Gelpern, David Huntington, Ann 
Salladin, Laure Redifer, and Wes McGrew. . . I . 
Attachment 
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'Draft 2 ..; 2124/98 
A Program for Corporate Debt Restructuring in Asia 

The Problem of Corporate Debt 

, Excessive foreign currency-denominated debt ofthe non~financial corporate sector is lkey aspect 
ofthe financial crisis in Asia Over~leveraged local companies have been severely hur1 by large 
currency depreciations and bythe rapid slowdown in regional growth. As the value offoreign 
debts has exploded relative to the value ofcorporate assets, many companies have stopped 
servicing their obligations. Others will soon lose their ability to do so. Meanwhile, the scramble 
to pay foreign currency~denominated obligations and to secure forward cover for unh~dged. ' 
positions puts signipcant pressure on the spot foreign exchange rate. . 

Structural weaknesses, including non-functioning regulatory and enforcement regime~l insolvency 
laws, and inadequate disclosure rules have exacerbated the corporate debt problem. Uncertainty 
about what measures governments might take to help restructuring, as well general un'certainty 
about IIUlCroeconomic policy, have further deterred workouts. Without a clear and staple setof 
options, debtors and creditors have been reluctant to enter into restruc~ring arrangements. 

, 	 I 
The debt profile, and thus the nature and magnitude ofthe corporate debt problem, differs among 

, the Asian ecol1omies. (See Attachment A) The number and identity ofdebtors and cr~ditors, 
among othe~ factors, should dictate choices among policy remedies outlined below. 

Poiicy Objectives 

• 	 Restore a Viable COJ:porate Sector. A restructuring strategy should help restore viable 

companies to operation, and facilitate mark:et exit for non-viable companies. I . 


II &estore Credit Eruvs. 'Corporate debt restructuring sho~ld both restore the co~dence of 
foreign creditors and ease pressure on the domestic financial system. 

,II 	 Alleviate Pressure on the Foreign Exchange Mark:gt. Policy shoul9 aim to extend the 
maturity structure of the country's external debt so as to alleviate pressure on the foreign 
exchange market. 

• 	 Limit Exposure to Governments' Foreign Exchange'Reserves. Use ofreserves to finance 
I a restructuring program should be in conjunction with market-based refonn measures that 

would control and minimize long-range exposure to reserves. " I 

• 	 !:Qntain Moral Hazard. Policy should seek to ensure, to the extent possibl:' th~t the costs 
ofrestructuring are borne by private debtors and creditors. Governments should avoid 
assuming commercial risk in failed transactions, particularly through guarantee~, and 
should keep their oWn fiscal costs as low as possible. / I ' 

• 	 Emphasize Market-based Solutions. With appropriate incentives (outlined belo~), 
negotiated agreements among private parties will more likely result in faster restructuring, 
higher asset recovery and restoration ofcredit flows than would governrnent-cdntered 
restructuring programs. '.' , ' I' 



Components of a Policy 

Any government initiatives or inducements to restructuring must be annoUnced ear/yland clearly. 
Governments shoUld avoid changing or enhancing such inducements over time, or giring the 
impression that they might - thiswililike/y delay or discourage restructuring. Implementation 
ofthe restructuring measures must befast and transparent. \ 

Further, announcement ofnew policies should take into. account policies and commitments 
already in place. However sensible in substance. ifthe new measures are viewed by 'r'arkets as 
another in a series ofgovernment policy turnarounds. they will not be believedandwill not 
work. 

Set forth b~low are three key components'ofthe proposedgovcmunent restruCturing p,rogram: 

L Strengthen Regulatory lFramework for Restructuring 

Effective·threat ofliquidation, a wide range ofreorganization options, and availability of 
infunnation about the debtors are essential for effective restructuring negotiations. . I .. 

Liquidation Regime. 	 .'. .... \ . 

To Qate; liquidation offailing companies has not been a credible alternative to restructl.iring even 
mcountries where liquidation is a part ofthe insolvency regime. This has favored equity holders 

'. and management at the expense ofcreditors, and has operated as a disincentive to restructuring. . 

A strengthened liquidation regime should incrude the following features: 

• 	 QptiQn to Institute Proceedings. Liquidation proceedings should be instituted at the 
option ofeither the debtor or the creditors when appropriate requirements are rbet. 

• 	 Fast, Transparent and Efficient PrQcess. Liquidations should be subject to strid deadlines 
and conducted in a transparent and efficient manner under the supvrvision ofquhlified 
independent administrators. Receivership may be a necessary intermediate optiqn. . . . 

• 	 PriQrity System. A clear priority system should be established for distribution ofproceeds
.1 

from liquidation. Special protections for secured creditors, among others, s40uld be 
considered. 

• 	 Asset Sales: Regulatory impediments to asset sales should be minimized. 

Restructmiog Options·· . . I 
Equity reorganization, management changes and injections ofcapital on super-priority tenus 
should be options for restructuring in negotiations among debtors and creditors. Whet;'eidomestic 
regulation bars or inhibits such options, governments should act to remove the barriers. 

DisclQsur~ 

Neither liquidation nor reorganization can proceed without reliable information about th~ debtors. 
There must be a meaningful way for creditors and others in the market to tell viable companies 

. 	 \ 

\ 

\ 



, I 
: 

from non-viable ones, and to value assets in restructuring and liquidation. Promulgating 
disclosure regulations and revising accounting standards will likely take time, althou~ the process 
should be started immediately. To the extent practical in the national context, govemfnents 
should encourage disclosure and information sharing among debtors and creditors by informal 
means. Technical assistance may be particularly useful in this area \ 

IL 	 Strengthen Inuntives to CoDective Action 

Individual creditors may block restructuring by voting against a restructuring agreement or 
litigating to recover on their obligations. Bond debt is most wlnerable to such proble~s because 
ofthe large number ofcreditors involved, lack ofrelationships or coordination among them. and 
terms which often require unanimous consent ofall holders to a restructuring. In addition, well­
positioned ~editors may seek to gain unfair advantage by pressuring debtors to violat~ priorities 
and dissipate assets. To address collective action problems and preserve assets, Governments ' 
may consider implementing the following measures, common to insolvency regimes wdrldwide: 

I , 
• 	 Automatic St~. Permit a pause (automatic stay) on litigation and debt collecti9n while a 

specified majority ofcreditors is negotiating restructuring. \ 
• , 	 This measure would differ from a standstill or a moratorium, in that it could be 

invoked atthe option ofdebtors or creditors on a company-by-companYlbasis, 
where specified conditions are met. : 

• A stay should be presumptively time-limited, extendable on meeting spetified 
,,\, conditions, to di~urage protracted negotiations which diminish asset v~lue. 

-,:.-	 1\6..; • A' P . eci:fi d .. f ed' b' d an di \'. 	 .o.u.lvontyctIOD. ernut a sp e maJonty 0 cr ltors to m ere tors to a, 
restructuring arrangement. 'I 
• 	 This measure is most useful for bond debt constrained by unanimous acti~n tenns. 
• 	 This measure may be applied within classes ofcredits and to company liabilities as 

a whole. For political reasonS, consent ofa specified majority oflocal creditors ' 
may also be required. , .\ 

) Certain classes ofdebt (e.g., trade credits, secured credits) may require dijferential treatment in 
restructuring on policy grounds. , i 

An important issue is whether such measures would be enforceable abroad Ifthey are hot 
enforced. creditors abroad may be able to obtain judgments against andseizeforeign a1Si!ts of 
Asian debtors. Whether aforeign courtwouldfavor abrogation ofcontractual rights w4ich 
would result from such measures would likely depend on the degree to which they resemble 
bankruptcy measures in the its own jurisdiction and result in fair treatment ofcreditors. \ , 	 I 

m. 	 ImI~lement an Exchange Rate Protection Program 

, \ 
Uncertainty about the real exchange rate path and exchange rate volatility makes it difficult for 
debtors and creditors to negotiate long-range restructuring plans. Severely undervalued lhcal 
currencies trigger debtor insolvency. Exchange rate protection programs cover debtors and' 
creditors against exchange rate volatility, pennit longer-term financial planning, andallbw 
governments to manage the outflow of foreign exchange in a manner consistent with th~ir 
economic adjustment programs. Exchange rate protections were used in Mexico, Brazil abd 



l' 

the Philippines during the financial crises ofthe 1980s. 

Under a typical'program, the central bank stands ready to sell hard curreno/ (for futurf 
delivery) to eligible debtors at a specified exchange rate to meet payments 'on restructUred ' 
debt. Debtors have the option to (i) pay the central bank up front in local CWTency in Ireturn 
for the central bank's promise to deliver hard currency when due under the restructurbi 
obligation or (ii) "borrow" local, currency from the central bank In the second optiool 
debtors service their Jocal currency debt to the central bank in exchange for hard curr~ncy 
payments on a schedule negotiated with the cr~tors. J:he government assumes no I 
commerciaJ risk -- ifdebtors do not service local currency loans from the central bankJ the 
central bank stops the hard currency payments. Additional features may reflect particular 
exchang~~ management policies or economic adjustment concerns. 

The following issues must be addressed in connection with an exchange rate protection 
program: 

• Pricing. Pricing of the program is detennined by flxing the exchange rate at 
l 

which debtors may purchase the forward cover from the central bank. If the ' 
exchange rate is too weak (depreciated), debtors will be unable to service fueir' 
debts. If it is too strong, that will impose fiscal costs on the government, baking 
it vulnerable to accusations of tmdue subsidy and moral hazard. I 

o " 	 Interest Rate and Terms of Repayment. It is important that when debtors borrow 
local currency from the central bank to purchase forward foreign exchangJ cover, 
they pay market interest rates. If inflation is high (which means that loan~ 
amortize very quickly), some back loading of repayment obligations (e.g. ,I grace 
on amortization or some interest capitalization) may be needed to ensure debtors 
are able to service their loans. 

• 	 Rescheduling Requirements. Rescheduling targets are a prerequisite for entering 
I 

the program. In Mexico, underlying debt had to be rescheduled for a minimum 
of six years with three years grace, with more favorable exchange rates fot longer 
terms. Another issue is whether debtors should be required to reschedule ~ 
specifled minimum portion of their overall foreign debt to participate in thb 
program. Alternatively, restructuring can proceed and exchange rate protJ:tion 
can be granted on a loan-by-Ioan basis, with no threshold requirements or package 
treatment of debts. 

• 	 Eligibility. Eligibility can be limited to debt denominated in foreign currency and . 
owed to foreign creditors. Alternatively, it can be extended to local currericy debt 
indexed to a foreign currency, and owed to domestic creditors. There ma~ be a 
need to treat certain other categories of debt, such as suppliers' credits, / 
separately. . ' , 

• 	 ,Exi.tQptions. Companies should have the option to exit the program shoula their 
financial health (and the real exchange rate) recover. Most flrms in Mexicb 
exited early. 



A significant drawback ofthis scheme is that it may give accesS to government and possibly 
IFIfinancing to private corporations, some ofwhich may be open to charges ofcdrruptiOn. 

. The rationale'for proceeding is the belief that the scheme would lead to more tra~ent 
.use ofthe reserves than may otherwise occur, given such companies access to jindrtcing 
, through the banking system. The aim is to forestall a comprehensive default and . 
nationalization that would result in an even greater drain on government and IFI 
resources. 

Informal Measures 

Governments may be able to encourage restructuring through informal mes.:sures d~signed to 
increase transparency and cooperation among debtors and creditors. Because earlyI 
restructuting by a few prominent debtors is likely to be emulated widely and rapidly:, 
governments may consider targeting their efforts toa smaller number ofpronusing workout· 
cases. 

Other Issues 

The threat ofmassive liquidations must be. accompanied by measures to mitigate social 
disruptions which are likely to result, including unemployment. . I . 

Liquidation and reorganization measures will require an administrative infrastructure, . 
hqwever minimal. Such an infrastructure must be established fast, be staffed withq~alified· 
'independent personnel and have the necessary authority to fulfill its mandate. Teelullcal 

~. assistance may be necessary in this area. . . 

'\ 
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DRAFT 


; Korea 

Corporate Debt 
(Usn billions) 

SeoulShinInun 
MOFE and BOKest. . IMF newspaper ~eported 

StoCk ofoutstanding foreign debts $95.3 $931.0 
-short term . S22.511 I· 
-to creditors outside Korea -" __,$53.0 S20.0 

-to overseas creditonJ $32.0 
-to Kor~ subs ovaseas $21.0 

-to foreign banks in Korea $42.3 $30;0 

Memo items: 
. Trade related loans (aulmUOver) S19.0 $43.0 

IAmount due in 1998 . $13.0 

- short terrri $10.0· 

-Iongterm $3.0 


I 
'!. 

lias ofcndwlanuary was $22.5 billion. iDdudc:a1nIdc:credit.1oana for oil imports, and ~vanec rc:ccipts ofexport. In Jc: with 
international standards. thc:sc data exclude aaan _lit subsidiaries ofKOrcan eorporations. Based on a biannual surveY ofKorean 
corpomtions, The obligations ofthesc subaic&ariculmd-lune 1997 were unofficially estimated at $23.7 billion ! 

\ 

/ 
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Total External Cotporate Debt:. 
(Usn billions) 

Total private external debt 
-Fmancial iastitutiODS . 

-Non-financial 
. -JoiDt ventures 

-Commerc:ial Paper 

(IV & domestic companies) . 


Memo: 

DRAFT 

Indonesia 

Gov't Workout Exercise 

$13.96 
58.5 

·553.6 
'''..,.$30.5 

511.9 

-short term debt (mcludes fin. insL) 

-shOrt term extemalloans 11 

denominated in foreign currency 


( .-banks 

-private enterprises . 


-Instruments held in foreign currency by non-res.'JJ 
- promisory notes . 
-CP 
-CDs 

-Instruments held in rupiah by non-res. 'JJ 
-promisory notes 
-CP 
-CDs 
-Deposits 
-SBIs 

IMF 

566.2 

532.411 

513.1 

$3.4 
59.1 

55.2 
$4.7 
SO.4 
SO. 1 

S14.1 
51.6 

\SO.9 
S3.1 
S1.6 
$1.0 

11 These loans and CRdiflJ arc mostly from banks or parent companies, extended partly through banks.. While c:Rditor ~posi1ion for 
short tcnn cxtcrnaIloaas is DOt available,1apan accounts for about 4QO/t of all such private external debt About haICoflhi. is loans to 
1apanese companies, the n:stto Indonesian companies. I 

21 These short1tnn dcfIt instnnnenb 8l'C less \ikely to be roBed over than loans in categoty l, since they tend DOt to be beld by parent 
companies (most are hdd by investment banks). Among these inslrumenb,. promisoty notes 8l'C less likely to be rolled pver, since they 
are not rated. Also tho Corcip eurrency-dcnominatcd instnuru:nb cany only cn:dit risk:, while the rupiah d~,,lnstruments 
c:any credit Md ~ risk; the Iattct 8l'C thctcCore less likely to be roBed over. . 
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DRAFT 
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Thailand: Corporate Debt Estimates 
(billions ofUSD) 

Owed Directly to External Creditors (End.1997) 
Bonds 
M & L Term Bank Credits 
Short Term BankCredits 
Trade Credi~ 

Owed to ][)omestic Crediton 

. Domestic Bonds 

Owed to Domestic Creditors 

Frozen Finance Companies 
Other Fmance Companies 
Commercial Banks . 

Total Co.,~orate Debt 

'!r' Amortization PaYments Due in 1998 
(including short-tenn debt) 

Owed Directly to External Creditors 

Denominated in Domestic Currency 

Total Amo\1jzation 

40.9 
7.0 

25.0 
S.3 
3.6 

,'1J. 
97.S 
4.0 

11.5 
10.0 
72.0 

14.9 
'1J 

30.0 

1I Data sources include IMP for cxtmud debts and payments and Bank of Thailand dala for domestic debts. 
~ AssumptiOns includc;d, 2S% ofTha.i bank loans and SOO/. oCfinance company loans matun: in 1998. Date1I Bank 

ofThailand data was grossed up by the estimate nominal intm:st m!c. Actual numbmcould vary, substantially. 

21 About 30% oCtile debt is estimated to baw been financed from foreign borrowing~ 

/ 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 

March 11, 1998 
SECRETARY OF THE TREASURY 

The Honorable Senator 

United States Senate 

Washinglon, D,C. 20510 


Dear Senator:.. . 	 .. "1 

In today's increasingly interdependent global economy, the United States has enormously 
important economic interests in the financial stability of our trading partners in Asik and the 
rest of the world. The Departments of Treasury '!ond Commerce are in the process bf . 
analyzing the significant stakes states have in maintaining strong exports in Asia. I 

I 

The countries in Asia are our customers, our competitors, and our security partner~. Financial 
instability, economic distress, and depreciating currencies all have direct effects onlour exports 
to the region, and on the competitiveness of our goods, our agricultural products, and our 
services. Promoting stability in Asia helps protect American jobs. 

I) 	 .Thirty percent of U.S. exports go to Asia, supporting .millions of U.S. jobs, and we 
export more to Asia than to Europe... . 1 

• 	 Forty percent of all U.S. agricultural exports go to Asia. I 
I 

• 	 Further reductions in Asian purchasing power mean fewer high-paying jobs I in U.S. 
export industries. More American exports create better American jobs. StJdies have 
shown that export-related jobs in the U.S. pay an average of 15 percent mote than 
other jobs. . . I 

• . The loss of export markets, therefore. stands to hurt the paychecks of many American 
workers arid their families. 

The International Monetary Fund (IMF) has taken the lead role to help restore financial 
stability to affected Asian economies by designing programs to reform their econorities. With 
tremendous expertise and technical resources, the IMF is uniquely positioned to help countries 
shape effective reform programs. As a multinationaJ organization, it is able to reqJire an 
economically distressed country to accept conditions that no contributing nation coJld require 
on its own. Finally -- and critically important -- the IMF internationalizes the burden during 
a global financial crisis by using its pool of capitaUnstead of the United States having to bear 
that burden alone. . I 



(2) 

In the past fifty years our contribution to the IMF has not cost the taxpayer one dime:. When the 
IMF draws on our. commitments. we receive an interest-bearing offsetting claim on the IMF. 
There are no budget outlays. Qur contribution does not increase the deficit or divert iesources 
from other spending priorities. 

Support for our periodic pledge to the IMF. and support for anew emergency fund. tre New 
Arrangements to Borrow (NAB). which supplements the IMF's resources to deal with system­
wide crises such as Asia. is critical. We are asking Congress to approve both request's. for the 

I 

NAB and the Quota Increase. no\\' so that the IMF has the resources necessarv to protect U.S. 
interests in the event that this crisis spreads or intensifies. Failure to take decisive acho~ 
designed to maintain stability could harm the U.S. economy and American workers a'nd fanners. 

Enclosed \'OU will find the relevant data for Your state from this state-bv-state analys1 on the 
imponan~e of Asian markets to individual states. We hope you \vill ha~e a chance to 'review it. 
and look fOf\vard to working with ~;ou on this important issue. . 

Sincerely. 
( .~ . ~'~:-,. 
\ 
\ 

~ \'~--
Rlloert E. Rubin William M. Dale~1 . 
Secr(!tary of the Treasury S(!cretary of Commerce 

Enclosun:s 



THE IMPORTANCE OF ASIA TO ALASKA 


Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an impdrtant 
component ofUS. economic growth. Today, exports to Asia account for 30 percent ofall US.' 
exports; agricultural exports to Asia constitute 40 percent ofall US. agricultural ex~orts. Like 
the US. as a whole, the economy of Alaska has forged close ties with the economies: of Asia. As 
a result, the financial crisis in Asia is likely to have a real impact on the lives of Alaska's residents 
and businesses. 	 I 

• 	 Alaska exported $492 million in merchandise to Asia in 1996. These exports accounted 
for 57.9 percent ofthe state's total merchandise exports. 

! 
• 	 Exports to Asia are an important component ofAlaska's economy. In 1996, exports to 

.Asia accounted for 2.0 percent of the state's gross state product. I 

A number ofAlaska's important industries have a major stake in the health ofAsian lconomies: 
... 	 . I 

• 	 The crude petroleum and natural gas sector is Alaska's leading exporter to Asia. In 1996, 
this sector accounted for Asian exports of$145 million and 29 percent ofthe:state's 
exports to that region. . . • 

• 	 The next largest source of Asian exportsin Alaska is the metallic'ores and cohcentrates 
sector, which accounted for $82 million, or 17 percent, of the state's exports to the region 
in 1996. Exports to Asia in this sector increased 48 percent between 1993 an~ 1996. 

I 

• 	 The paper products sector was the third largest source of Alaska's Asian exp~rts, 
accounting for $64 million, 13 percent of the state's total to the region; in 19Q6. , 

~ife it is in Alaska's economic interests for there to be healthy economies thrOUghot the region, 
the economies ofa few nations are ofparticular importance to the state. ' 

• 	 Japan and Korea account for most ofAlaska's Asian exports. Japan receives 55 percent 
while Korea accounts for 26 percent of the state's Asian exports. 

One important danger of the Asian financial crisis is the contagion effect - the possil>ility that the 
trouble could spread and other developing nations could face similar economic and fir~ancial 
difficulties. Such an event could have an even more significant impact on Alaska's ecpnomy. 

, 	 ' 

Sources: Dep.u1mcnl ofCommerce, Deparlment ofAgriI:uIture. Standard &: Poor!, 

Nolc: Asia refers to China. Hong Kong. Indonesia. Japan, KORI, Malaysia, Philippines, Singapore, Taiwan. and Thailand. 

All export ligures refer to merchandise e1q)OI'Is. which consist ofmanufaetures. agricultural and livestock products, and odIer~ Except 

where otherwise noted, e!!pOl1 figures are calculaled based on the location o(cxporter, which is not nccc:ssarily the same as the location ofproduccr. 
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THE IMPORTANCE OF ASlIA TO ALABAMA 

Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an imp6rtant 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent of all U.S. 
exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural exp~rts. The 
Department ofAgriculture estimates that in 1996, Alabama produced $503 million in Iagricultural , 
exports. And, like the U.S. as a whole, the economy of Alabama hasforged close ties with the 
economies ofAsia. As a result, the financial crisis in Asia is likely to have a real impict on the 
lives of Alabama's residents and businesses. 

I
• 	 Alabama exported $761 million ofmerchandise to Asia in 1996. These exports accounted 

for 20.6 percent ofthe state's total merchandise exports. I 
• 	 Exports have been a key vehicle ofgrowth for Alabama. Between 1993 and 1996, the 

state's exports to Asia increased by 14.7 percent. I 
A number of Alabama's important industries have a major stake in the health of AsianIeconomies. 
The principal sectors that export to Asia include: '·1 .! 

• 	 The paper products sector, which was responsible for $178.9 million of Alababa's Asian 
e>:ports in 1996, and accounts for 24 percent of the state's Asian exports. I 

• 	 Tille electronic and electric equipment industry, which exported $120.7 million, or 16 
p€:rcent, of Alabama's exports to Asia in 1996. 

• 	 The chemical products sector, which accounted for $137 million ofexports fro~ Alabama 
to Asia in 1996.. . . I 

One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and financial 
difficulties. Such an event 'could have an even more significant impact on Alabama's e6onomy. 

• 	 In 1996, Alabama exported $1.2 billion of merchandise to the world's develoPilg nations. 
Exports to these countries accounted for 31.6 percent of the state's exports. I 

I 

Sources: Department ofCtlmmcr<:e. Dc:pat1ment ofAIlriculture. Standard & Poar.'s 
Note; Asia ""fas to China. Hong Kong. Indonesia. Japan, Korea, Malaysia. Philippines, Singapore. Taiwan., and Thailand. I 
All export tiguns mer to mm:handise exports,wbich consist ofmanufactures, agricultural and livcsto<;k products, and other COII'IItMlditics. Except 
where oIherwise noIed. export figun:s are l:aiCllLated baud 011 the location ofellpOl1t!r. which is not necessarily the same as the locatiOn' ofproduCCl'. 
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THE IMPORTANCE OF ASIA TO ARKANSAS 

Over the past several decades, growth in international trade has made theworld's ec~nomies 
increasingly interdependent During that period, trade with Asia has become an impoftant 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent of a1l U.S. 
exports; agricultural exports to Asia constitute 40 percent ofall U.S. agricultural exp6rts. The 
Department ofAgriculture estimates that in 1996, Arkansas produced $1.1 billion in Jgricultural 
exports. And, like the U. S. as a whole, the economy ofArkansas has forged close tie~ with the 
economies of Asia. As a result, the financial crisis in Asia is likely to have a realimpabt on the 
lives ofArkansas's residents and businesses. I 
• 	 Arkansas exported $391 million ofmerchandise to Asia in 1996. These exports accounted 

for 19.6 percent ofthe state's total merchandise exports. \ .' 

• 	 Exports have been a key vehicle ofgrowth for Arkansas. Between 1993 and 1'1996, the 
state's exports to Asia increased by 52 percent. Most notably, exports to Hong Kong, 
which account for 28 percent of the state's Asian exports, increased 200 percert between 
1993 and 1996. I 

I , 

In addition, Arkansas businesses sell a wide range ofproducts to Asia and therefore have a maj or· , 
stake in the health ofAsian economies. The principal sectors that export to Asia include: . , 

• 	 The food products sector, which in 1996 was responsible for $166.9 mi1lioD, oJ 43 
percent, ofArkansas's Asian exports. \ 

• 	 'The chemical products industry. which exported 23 percent, or $91.3 million, df 
. Arkansas's total exports to As]a in 1996. I 

• 	 The fish and marine ~roducts sector, which increased its exports to Asi~ from S\1.3 million 
to $31.3 million between 1993 and 1996. Exports in this sector now account for 8 

I 

percent ofthe state's Asian exports. 	 \ 

One important danger ofthe Asian financial crisis is the contagion effect ---- the possibil'ity 
that the trouble could spread and other developing nations could face similar economic land 
financial difficulties. Such an event could have an even more significant impact on the I 
economy ofArkansas. . 

I 
! 

Sources: Depanmens ofCommeroe. 'DepatImcnt ofAgriculture. Sbl.nd.rd A Poor-'s 	 . 'I 

Note: Asia rerml to China., Hong Kong. Indonesia., Japan. Korea. Malaysia, Philippines, Singapore. Taiw.n, and Thailand. 

All expon figures refer to mertbandise exports. whidl oonsisl ofmanufactures, agricultural and liveslOdt produds. and other commodities. Elwept 

where otherwise noted. export figures an: calculaled based QI\ the location ofe!lpOl1cr. which is not necessarily the same as the location ~fprodI.K:er. 


http:Sbl.nd.rd
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THE IMPORTANCE OF ASIA TO ARIZONA \ 

. Over the past several decades, growth in international trade has made the world's eJnOmies 
increasingly interdependent. During that period, trade with Asia has become an important 
component of US. economic growth. Today, exports to Asia account for 30 percentIof all US. 
exports; agricultural exports to Asia constitute 40 percent ofall U.S. agricultural expC?rts. Like 
the US. as a whole, the economy ofArizona has forged close ties with the economies of Asia. 
As a result, the financial crisis in Asia is likely to have a real impact on the lives of ~ona's 
residents and businesses. .I 
• 	 . Arizona exported $4.5 billion in merchandise to Asia in 1996. These exports accounted 

for 44.8 percent of the state's total merchandise exports. '.. \ 

• 	 Exports to Asia are an important component of Arizona's economy. In 1996 exports to 
Asia accounted for 4.0 percent of the state's gross state product. ' I 

• 	 Exports have been a key vehicle ofgrowth for Arizona. Between 1993 and 1996, the 
state's exports to Asia increased by 96.5 percent. \. 

• 	 AlIIlong the SO states, Arizona ranks eighth in exports to Asia. 

A number of Arizona's important industries have a major stake in the health ofAsian economies: 

• 	 The electric and electronic equipment sector accounted for $3.2 billion, or 73 plrcent, of 
th(~ state's Asian exports in 1996. Arizona's Asian exports in this sector increa~ed 110 
percent between 1993·and 1996. I 

• 	 The industrial machines and computer sector is the second largest source ofArizona's 
. 	 I 

exports to Asia, with $317 million in 1996. Exports from this sector increased 115 
percent between 1993 and 1996. I 

One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and finahcial 
difficulties. Such an event could have an even more significant impact on Arizona's ecclnomy. 

. 	 I 
• 	 In 1996, Arizona exported $5.0 billion of merchandise to the world's developing nations. 

EXJlorts to these countries accounted for 50.3 percent ofthe state's exports and l4.5 
percent of the gross state product. 

Sourt:CS: Oepmtment ofCornrnc:m!, ~ of Agriculture. Standard &: Poor.'. . 

Note: A.tla refen 10 China, Hong Kong. Indonesia, Japan. Korea, Malaysia. Philippines, Singapore, Taiwan, and Thailand. i 

All expon figures refer to merchandise exporu. which consist ofmanufactures. agricultural and livestock produtU, and other commodities. ~ 

where otherwi$t; noted, expon figures are calculated based onlhe lOCAtion of exponer, which is not necessarily the same as the location brproducer. 


I 

I 
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THE IMPORTANCE OF ASIA TO CALIFORNIA 

Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an imp01ant 
component ofUS. economic growth. Today, exports to Asia account for 30 percent ofall US. 
exports; agricultural exports to Asia constitute 40 percent of all US. agricultural exp~rts. Like 
the U.S. as a whole, the California.economy has forged close ties with the economies of Asia. As 
a result, the financial crisis in Asia is likely to have a real impact on the lives ofCaliforlua's 
residents and businesses. . I 

• 	 California is the nation's leading exporter to Asia, accounting for 28 perclntoftola, . 
U.S. exports to the region. 	 I. 

• 	 California exported $51.2 billion of merchandise to Asia in 1996.. These expoJs 
accounted for 51.9 percent ofthe state's total merchandise exports.· 

• 	 Exports have been a key vehicle ofgrowth for California. Between 1993 and 1996, the 
state's exports to Asia increased by 58.9 percent. 

• 	 Ofnote is Korea, the recipient of 14.5:percent, or $7.4 billion, ofCalifornia's &ian 
exports in 1996. Exports to Korea increased 97 percent between 1993 and It. 

• 	 Exports to Asia are an important component ofCalifornia's economy. In 1996, exports to 
Asia accounted for 5.3 percent of the state's gross state product. 

A number ofCalifornia's important industries have a major stake in the health of Asian 
economies. 1 

I 

• 	 The electric and electronic equipment industry accounts for one~third ofCaliforltia's 
exports to Asia, with $16.7 billion. " \ 

• 	 California's industrial machines and computers sector accounts for 23 percent ot the 
state's exports to Asia, with $] 1.8 billion. I 

I
• 	 The agricultural sector was responsible for $1.7 billion in exports from California to Asia 

in 1996. .' I 
One important danger ofthe Asian financial crisis is the contagion effect - the possibili'ty that the 
trouble could spread and other developing nations could face similar economic and finarlcial 
difficulties, Such an event could have an even more significant impact on California's e~nomy. 

. 	 I 

SOIII'CCS: Department ofCornmeroe, Dcpartmc:nt ofAgriculture. Standud &. Poor.'. II 
Note: Asia refc:nto China. Hong Kong. Indoocsia, Japan. Korea. Malaysia, Philippines. Singapore, Taiwan., and Thailand. . i 

All export figures refer to merchandise exports, which consi61 ofmanufactures, agricultural and livcstodc produds. and other commodities. Except 
where otherwise noted. export figures are calcullllCd based on the location ofexporter. which is not necessarily the !lame as the location ~fproducer. 
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THE IMPORTANCE OF ASIA TO COLORADO 

Over the past sever81 decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an important 
componc;:nt ofU.S. economic growth. Today, exports to Asia account for 30 percent; ofall U.S. 
exports; agricultural exports to Asia constitute 40 percent of811 u.s. agricultural exports. The 
Department ofAgriculture estimates that in 1996, Colorado produced SI.1 billion in Agricultural 
exports. And, like the U.S. as a whole, the economy ofColorado has forged close ti~s with the 
economies ofAsia. As a result, the financial crisis in Asia is likely to have a real imp~,ct on the 
lives ofColorado's residents and businesses. I 
o 	 Colorado eXPQrted $3.6 billion to Asia in 1996. These exports accounted for :35.5 percent-

ofthe state's total exports. . . I 

• 	 Exports to Asia are an important component ofColorado's eCEnomy. In 1996, exports to 
Asia accounted for 3.1 percent of the state's gross state product. 

, 	 I 
• 	 Exports have been a key vehicle of growth for Colorado. Between 1993 and 1996, the ' 

state's exports to Asia increased by 108 percent., I 

• 	 Ofnote is Thailand, which received 7 percent ofthe state's Asian exports. Colorado's' 
exports to Thailand increased 375 percent between 1993 and 1996. I 

• 	 Among the 50 states, Colorado ranks 13th in exports to Asia. 

Many of Colorado's important industries have a major stake in the health of Asian economies . 

.~ 	 The industrial machines and computers sector was \resp~nsible for $1.7 billion ~ollars of 
Colorado's exports in 1996, or 47 percent ofthe state's Asian exports. Exports from this 
sector grew by 91 percent between 1993 and 1996. 

• 	 Twenty-fi, ve percent, or $913 million, ofColorado's Asian exports come fromithe electric 
and electronic equipment sector in 1996. 

. 	 I 
One important danger of the Asian financi81 crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and financial 
difficulties. Such an event could have an even more significant impact on Colorado's ~conomy. 

. I 

Sources: DepalI1mmt ofc-nerce. Department ofAgriculture, Standard It. POOF'S 'I 

Note: Asia n:ftT'S to China.. Hong KOIIg.lndonc:si., Japan. Korea, Malaysia. Philippines, Singapore, TaiWllll, and Thailand. 

All export figures refer to merchandise expolts. which consist of manufadUn:s, agriculrunJ and livestock products, and other commodities. Excert 

when: othc:rwm: no4ed, export figures are calculat.cd based on the location ofexporter, which is not neoeaarily the ume as the locati<ln ofproduc:cr. 


http:calculat.cd
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THE IMPORTANCE OF ASIA TO CONNECTICUT 


Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an impdrtant ' 
component ofU.S. economic growth. Today, exports to Asia account for 30 percen~ of all US. , 
exports; agricultural exports to: Asia constitute 40 percent ofall U.S. agricultural exports. Like 
the U.S. as a whole, the Conne,cticut economy has forged close ties with the economibs of Asia. 
As a result, the financial crisis in Asia is likely to have a real impact on the Jives ofCdnnecticut's , 
residents and businesses: 

• 	 Connecticut exported $4.0 billion of merchandise to Asia in 1996. These exports 
accounted for 30.7 percent ofthe state's total merchandise exports. 

• 	 Exports have been a key vehicle ofgrowth for Connecticut. Between 1993 and 1996, the 
state's exports to Asia increased by 34.7 percent~ most notably, state exports to Thailand 
and Indonesia, each ofwhich account for about 5 percent of the state's Asian exports, 
increased by 255 percent and 114 percent, respectively. over that period: 

• 	 Exports to Asia are an importantconiponent ofConnecticut's economy. In 1996, exports 
to Asia accounted for 3:.3 percent of the state's gross state product. 

o Among the SO states, Connecticut ranks 11 th in exports to Asia. 

A numbe:r ofConnecticut's important industries have a major stake in the health of Asian 
economies: The principal sectors that export to Asia include: i 

• 	 The chemical products industry, which accounted for 51 billion, or 25.7 perceht, of the 
state's exports to Asia in 1996. 

.. 	 Th.~ agricultural sector, ,which was responsible for $985 million of the state's ~xports to 
Asia in 1996. Connecticut's exports to Asia in this sector, which account for 24.6 percent' 
of the state's total to the region, grew 183,5 percent from 1993 to 1996. 

• 	 The tra~sportation equipment industry, which accounted for 5404 million, or 10 percent, 
of the state's 1996 exports to Asia. 

One important danger of the Asian financial crisis is the contagion effect - the possioility that the 
trouble could spread and other developing nations could face similar economic and fidancial 

I • 

difficultie:s. Such an event could have an even more significant impact on Connecticu('s economy. 

• 	 In 1996, Connecticut exported $5.7 billion of merchandise to the world's dev~IOPing 
nations. Exports to these countries accounted for 44.0 percent of the state's ekports and 
4.8 percent ofthe gross state product. 

Soun:e8: Departmclll ofCommcrce, IleparImcm ofAgriculture, Standard Ii Poor's 

Note: Asi. refi:n to China, Hong Kong.lndooesie. JaparI. Kon:a, Mala)'lill, I'tIilippina, Singapore, Taiwan, and Thailand. 

All export figtJITCS refer to mc:rdIandise exports. which consist ofmanufactures, agricultural and liveslodt produds, and olber cotnJrJ6dities. Except 

'W!!en: otherwiJse noted, export figum are calculaud based on tilt location ofexporter, whim is not necessarily the same lIS the location ofproducer. 


i 
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mE IMPORTANCE OF ASIA TO DELAWARE 

Over the: past several decades, growth in international trade has made the world's eJnOmies 
increasing1y interdependent. During that period, trade with Asia has become an important 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent ofall U.S. 
exports; agricultural exports to Asia constitut.e 40 percent ofall U.S. agricultural expprts. Like 
the U.S. I:lS a whole, the economy ofDelaware has forged close ties with the economies ofAsia. 
As a result, the financial crisis in Asia is likely to have a real impact on the lives ofD~laware's 
residents and businesses. . 	 . .1 

Delaware exported S1.3 billion of merchandise to Asia in 1996. These expOrts . 
accounted for 27.6 percent of the state's total merchandise exports. . ! 

• 	 Exports have been a key vehicle ofgrowth for Delaware. Between 1993 and 1996, 
the state's exports to Asia increased by 34.5 percent. 

• 	 Most notably, exports to Korea, which account for 16 percent ofthe state's total', 
exports to Asia, increased 52 percent between 1993 and 1996.. I· 
Exports to Asia are an i,mportant component ofDelaware's economy. In 1996, 
exports to Asia accounted for 4.2 percent of the state's gross state product. ,.' 

A number ofDelaware's important industries have a major stake in the health ofAsian 
economi(~s. The principal sectors tbat export to Asia include: I 

I 
• 	 The chemical products sector, which in 1996 was responsible for S935:6 millidn, or 

74 percent, 'of Delaware's Asian exports in 1996. 

• 	 The rubber and plastic products industry, which sent S105.8 million' to Asia in 1996, 
accounting for 8 percent ofthe state'sAsian exports. I 

• 	 The scientific and measuring instruments sector, which sent exports worth $6004 
million, to Asia in 1996, accounting for 5 percent of Asian exports. I 

One important danger ofthe Asian financial crisis is the contagion effect - the possibility that 
the trouble could spread and other developing nations could face similar economic and 

I 

I 

financial difficulties. Such an event could have an even more significant impact on Delaware's 
economy. 

• 	 In 1996, Delaware exported $1.8 billion of merchandise to the world's developing 
nations. Exports to these countries accounted for 38.8 percent of the state's eiports 
and 5.8 percent ofgross state product. 

Sources: Department ofCOllItllI:IW. Dcpa.rtmcnt ofA8ricuhure. St.ll1dard & 1'00'" 

Note: Asia n:fC!l1l to ClUna. Hong Kong.lndoncsia, Japan. K-. Malaysia. Philippines, SinglIpon, Taiwan, and Thailand. 

All ~ figures refer to ........:handise elCp(II1s, whidl conai. ofmanufadUrel, agricultural and liVCllloctc produdl, UId other commodities. Except 

where oIJIerwiI.: noted, ~xport figures are cakulaud based on the 1000tion ofcxpoTtcr. which is no( ~ly1he same as the localiol! ofproducer. 




THE IMPORTANCE OF ASIA TO FLORIDA 


I 
Over the past several decades, growth in international trade has made the world's e~nomies 
increasingly interdependent. During that period, trade with Asia has become an important 
compone:nt ofU.S. economic growth. Today, exports to Asia account for 30 percent! of all U.S. 
exports; .agricultural exports to Asia constitute 40 percent ofall u.s. agricultural experts. The 
Department of Agriculture estimates that in 1996, Florida produced $1.2 biUion in ag~cultural 
exports. And like the U.S. as a whole, the economy of Florida has forged close ties With the 
economies of Asia. As a result, the financial crisis in Asia is likely to have a real impabt on the 
lives ofFlorida's residents and businesses. . I 
• 	 Fliorida's merchandise exports to Asia in 1996 had a value of $2.1 billion. These 

exports accounted for 10.6 percent of the state's total exports. I' 
! 

• 	 Exports have been a key vehicle ofgrowth for Florida. Between 1993 and 1996, the 
state's exports to Asia increased by 61.percent. I . 

I 

• 	 In 1996, Korea accounted for 17 percent, or $351.6 million. of the state's AsiJ.n 
. 	 I 

exports. From 1993 to 1996, Florida's exports to Korea increased 92.8 Percer. 

A number of Florida's important industries have a major stake in the health ofAsian. 
economies. The principal sectors that export Jo Asia include: 

I 
• 	 The electric and electronic equipments sector, which in 1996 was responsible for $414' 

million, or 20 percent, ofFlorida's Asian exports. 

• 	 The industrial machinery and computers sector, which sent S359 million of Florida's 
I 

exports to Asia in 1996. Exports in this industry accounted for 17 percent ofthe 
state's total to the region. 

• 	 The chemical products industry, which in 1996 sent goods worth $325 million to Asia 
. and accounted for 16 percentofFlorida's exports to the region. . 

One important danger of the Asian financial crisis is the contagion effect - the possibility. 
that the trouble could spread and other developing nations could face similar economic II and 
financial difficulties. Such an event could have an even more significant impact on 
Florida's economy.. . I 

! 

• 	 In 1996, Florida exported S13.9 billion ofmerchandise to the world's developin.g 
nations. Exports to these countries accounted for 70.9 percent ofthe state's exports 
and 3.9 percent of the gross state product. I 

I 
I 

Sources: DcpartrnenI or~ Depar1mcnt ofAgrialltu .... StandaJd &: p~'s I 
Note: Asia men to China, Hong KOII& lndooesia, Japan. Kon:a. Malaysia. Philippines, Singapore. Taiwan. and Thailand. i 

All eJqlOl1 figures mer to merd\andise exports. which coosist ofmanufadUteS, agricultural 'and livestock produc:ls.lII1d other commoditic:&. Except 
where oIiIet'WlK noted. expo!1 figures are calculaled bued on the location ofexponer. which is not ~Iy the same as 1he location1ofproducer. 

. ' 	 I 
I 
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THE IMPORTANCE OF ASIA TO GEORGIA 


Over the past several decades, growth in international trade has made the world's eclOmies 
increasingly interdependent. During that period, trade with Asia has become an impo:rtant 
component of U.S. economic growth. Today, exports to Asia account for 30 percent ofa1l U.S. 
exports; agricultural exports to Asia constitute 40 percent ofall U.S. agricultural expbrts. The. 
Department ofAgriculture estimates that in 1996, Georgia produced $1.3 billion in agncultural 
exports. And, like the U.S. as a whole, the economy ofGeorgia has forged close tieslwith the 
economies of Asia. As a result, the financial crisis in Asia is likely to have a real impact on the 
lives ofGeorgia's residents and businesses. 	 I 

• 	 Georgia exported $1.7 billion of merchandise to Asia in 1996. These exports 
accounted for 20.1 percent of the state's total exports. 

• 	 Exports have been a key vehicle ofgrowth for Georgia. Between 1993 and 1996, the 
state's exports to Asia increased by 46 percent. I 

~ . 	 .. I 
Most notably, Korea accounted lor 14 percentofthe state's ASIan exports In 1996. 
Between 1993 and 1996, the state's exports to Korea increased from $105.5 million to 
$236.5 million, an increase of 124 percent. 

A numbe:r ofGeorgia's important industries have a major stake in the health ofAsian I ' 
economies. The principal sectors that export to Asia indude: 

• 	 The paper products sector, which in J996 was responsible for $228.7 million, lor 13 
percent, ofGeorgia's Asian exports. I 

I 
• 	 The electric and electroruc equipment sector, which, with its $216.5 million of;Asian 

exports, accounted for 12 percent ofGeorgia's exports to the region in 1996'1 
. 	 i 

• 	 The chemical products industry, which in 1996 was responsible for$181.3 million, or 
10 percent, of the state's Asian exports. . I 

One important danger ofthe Asian financial crisis is the contagion effect - the possibility that 
the trouble could spread and other developing nations could face similar economic and 
financial difficulties. Such an event could have an even more significant impact on ~orgia's 
~~ . , 	 I 

e 	 . InJ996, Georgia exported $3.9 billion ofmerchandise to the world's develoPihg 
nations. Exports to these countries accounted for 45.3 percent ofthe state's ~ports 
and 1.9 per.cent ofthe gross state product. I 

. , 

Sources: DepWncnI ofCoovncrce, Dcputmen\ ofAgriculture, Standard lit Poor'. . I 

NolA:: Asia men to China, Hong Kong. Indonesia. Japan. Korea. Malaysia, Philippines, Singapore, Taiwan, and Thailand. 

All elq)Ort figures nfer to rnm:handise exporb. which COrISist ofmanufacture, agricultural and livestock product$, and oIher c:omrnocIities. Except 

when: otherwist noted. export figures are aUa.lated based on the location of expor1C1'. which .. not ~ly the same as the loca1ibn ofprodueer. 


. 	 ..' I 

I 

I 



THE IMPORTANCE OF ASIA TO BAWAll 

Over the past several decades, growth in international trade has made the world' s eco~omies 
increasingly interdependent. During that period, trade with Asia has become an important 
component ofU.S. economic growth. Today, exports to Asia account for 30 p'ercent bfaU U.S. 
exports~ agricultural exports t.o Asia constitute 40 percent ofall U.S. agricultural exports. Like 
the U.S. as a whole, the economy ofHawaii has forged close ties with the economies ¥Asia. As 
a result, the financial crisis in Asia is likely to have a real impact on the lives ofHawaiiis residents 
and businesses. I 

I
• 	 Hawaii exported $190 million of merchandise to Asia in 1996. ' These exports accounted 


for 65 percent ofthe state's total merchandise exports. 


• 	 Exports to Asia are a key component ofa strong Hawaiian economy. Between 1993 and 
1996, the state's exports to Asia increased by 12.5 percent. 

• 

• 

• 

• 	 Tourism contributes significantly to the Hawaiian economy; in 1996, tourists spent $10.7 
billion. Over 35 percent of the state's visitors come from Asia. In addition, over 30 

, percent ofHawaii's jobs are tied to tourism.' 'I' 
One important danger ofthe Asian financial crisis is the contagion effect,- the possibility that the 
trouble could spread and other developing nations cOllld face similar economic and fin~ncial 
difficulties. Such an event could. have an even more significant impact on Hawaii's eco~omy. 

I 

I 
I 

Sources: IJepai1I11C11t ofCommercc, DcpaI'1mcnt of AgriaIIturC', Slandard &; Poor.'... Hawaiian Visitors.lt. Convention Bureau ,I 
Note: Aaia refers to China. Hong Kong. fndollllSiII" Japan. Korell" Malaysia, Philippines, Singapore, Taiwan, and Thailand. 
All export figures ref", to mcn:handisc exports. which c:onsi!t ofmanufactures, agricultural and lives1oc:k products, and other commodities. Elwept 
where: othC!l'Wia noUd, export figures arc calculated bu.cd on the locatiOll ofexporter, which is nol necessarily the same as the loc.W~ ofproducc:r. 

http:Visitors.lt


THE IMPORTANCE OF ASIA TO IOWA 


Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an important .. 
component ofUS. economic growth. Today, exports to Asia account for 30 percent 6fall US. 
exports. And, like the US. as a whole, the economy ofIowa has forged close ties witl~ the 
economies of Asia. As a result, the financial crisis in Asia is likely to have a real impact on the 
lives oflowa's residents and businesses. 

• Agricultural exports to Asia constitute 40 percent of all US. agricultural exports. The 
Department ofAgriculture estimates that in 1996, Iowa produced $4.7 billion ih 
agricultural exports. I 

• Exports have been a key vehicle of growth for Iowa. Between 1993 and 1996,Ithe 
state's exports to Asia increased by 48 percent. 

. ' " I 

• Between 1993 and 1996, Iowa's exports to Korea, which account for 18 percent of 
the state's Asian exports, rose from $57 million to $83 million, an increase of 4~ 
percent. I 

• Exports to Thailand increased from $14 million to $22 million from 1993 to 1996, an 
, , I 

increase of 61 percent. • ' 

Iowa businesses sell a wide range of products to Asia and therefore have a major stake in 
the health of Asian economies. The principal sectors that export to Asia include: . 

• 	 The industrial machinery and computers sector exported $81 million and accounted for 
17 percent of the state's merchandise exports to Asia in 1996. I 

• 	 The primary metals industry, which in 1996 sent ,goods worth $36 million to Asia and 
ac(;ounted for 8 percent ofthe state's Asian exports. 

One important danger of the Asian financial crisis is the contagion effect - the possibiiity that 
the tr~ubl«:: COUld. spread and other developing nations could fa~e ~imilar ,economic and I 
financial difficulties. Such an event could have an even more slgmficant Impact on Iowa's 
economy. 

• 	 . In 1996, Iowa exported $653 million ofmerchandise to the world's developing 
nations. Exports to these countries accounted for 24.2 percent ofthe state's exports. 

Sourca: Dcpu1menl ofCOIIIII'IeI'l:e, DepaJ1mcn\ ofAgriculture. SllUldard &. POOr's 

Note: Asia men; to China, Hong KOIIg.Indoncsia.. Japan. Korea. Malaysia, Philippines. Sinppon:. Taiwao. and Thailand. , 
 ' 
All export figures refer to merchandise exports. which consist ofma.n...fal.'Ulre&, agriwllW'al and livestock products. and other commodities. Ex.cept 
where OihetWise noted. export figures are c:ak:ulated based on the locatioo ofexporter. which is not necesari!y the same as the Iocatiori ofproducer. 
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THE IMPORTANCE OF ASIA TO IDAHO 

Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an impo~t 
componellit ofU.S. economic growth .. Today, exports to Asia account for 30 percent ~fall U.S. 
exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural exports .. Like 
the U.S. as a whole, the economy ofIdaho has forged close ties with the economies oflAsia. As a 
result, the financial crisis in Asia is likely to have a real impact on the lives ofIdaho's residents 
and busiRf~sses. 

I . 
• 	 Idaho exported $805 million in merchandise to Asia in 1996. These exports accounted for 

50.0 percent ofthe state's total merchandise exports. . . I'. . 
i 

• 	 Exports to Asia are an important component ofIdaho's economy. In 1996, exports to 
Asi~ accounted for 2.9 percent of the state's gross state product. 

I 
• 	 Exports have been a key vehicle ofgrowth for Idaho. Between 1993 and 1996j the state's 

exports to Asia increased by36 percent: 1 

Idaho businesses sell a wide range of products to Asia and therefore have a major stake in the 
health of Asian economies: . I 

• 	 The industrial machines and computers sector accounted for the largest share ofIdaho's 
Asian exports in 1996, with $290 million in 1996. This industry ships 36 perce~t ofthe 
state's total exports to ~ia. . . I 

• 	 The electric and electronic equipment sector was responsible for $279 million, or 35 
percent, ofIdaho's Asian exports in 1996. i 

• 	 The food products sector exported $166 million and accounted for 21 percent JfIdahO's 
exports to Asia in 1996. This sector increased its exports to Asia by 75 percent between . 
1993 and 1996. 

. 

. I
I 

One impol1ant danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fin~ncial 
difficulties. Such an event could have an even more significant impact on Idaho's econbmy. 

Soun:ea: Deputmcnt ofConunm:e, J:)epu1ment ofABricultu.re, Slandard & Poor:. 

Note: Asia nlfU'$10 China, Hong Kong.lndonc;sia. Japan. Korea. Malaysia. Philippinca, Singapore. Taiwan, and Thailand. 

All export figut>:s mer 10 mm::bandite elq)Ol1.s, which ccnsist of manufaaurcs, agricultural and liveslock products, and other commodities. Except 
where otherwise noted. export figures an: calculated based on the loca1ion ofrlCpOl1.er. '\\fUdi is not nea:ssarily the same as the loca1iori. ofproducer.. 	 . 

http:rlCpOl1.er
http:ABricultu.re
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mE IMPORTANCE OF ASIA TO ILLINOIS 

I 
Over the past several decades, growth in international trade has made the world's eco~omies 
increasingly interdependent. During that period, trade with Asia has become an impoI1ant 
component ofV.S. economic growth. Today, exports to Asia account for 30 percent of all V.S. 
exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural exports. The 
Department of AgricuJture estimates that in 1996, Illinois producedS4.0 billion in agritultural 
exports. And, like the U.S. as a whole, the Illinois ~conomy has forged close ties withlthe 
economies of Asia. As a result, the financial crisis in Asia is likely to have a real impact on the 
lives of lUinois's residents and businesses. 

• 	 Among the 50 states, Dlinois ranks fifth in exports to Asia. 

• 	 Illinois exported $8.6 billion of merchandise to Asia in 1996. These exports accounted for 
26.8 percent of the state's total merchandise exports.' 	 I . 

I 

• 	 Exports have been a key vehicle ofgrowth for Illinois. Between 1993 and 199r' the' 
st'lte's exports to Asia·increased by 81.1 percent; most notab1y, state exports to Indonesia' 
increased by 261 percent. 

• 	 Exports to Asia are an important component of Illinois's economy. In 1996, exports to" 
Asia accounted for 2.3 percent of the state's gross state product. 

'A number of Illinois's important industries have a major stake in the health of Asian economies.. 
The principal sectors that export to Asia include: 

• 	 The electric and electronic equipment industry, which accounts for 32. 7 perce~t of the 
state's exports to Asia. Illinois's Asian exports for this sector increased by 117 percent 
between 1993 and 1996. . . I 

• 	 The industrial machinery and computers industry, which accounts for 15.6 percent of the 
state's exports to Asia. Exports in this sector more than doubled between 19~h and 1996. 

I 
I 

• 	 The agricultural sector, which accounts for 12.8 percent of the state's exports ito Asia. 

One important danger of the Asian financial crisis is the contagion effect - the possibility that if 
proper ac:tion is not taken to stabilize the Asian economies, the trouble could spread ahd other 
developing nations could face similar economic and financia1 difficulties. Such an eveitt could 
have a serious impact on Illinois's economy. I 

• 	 In 1996. Illinois exported $12.1 billion of merchandise to the world's developittg nations. 
Exports to these countries accounted for 37.5 percent of the state's exports. 

Sourc:a: ~l ofCommcn:c. ~I ofAjpic:ultun:. SI.andatd &; Poor':, 

Note: Asia mas to China, Hong Kong. Indonc:sia. Japan. "orc.a. Malaysia. Philippines, Singapon; Taiwan, and Thailand. i 

All export figures m« to merchandise eJql(lll.s. \Ioilich consist ofmanufactures. agricultural And livestol:k produCls, and O!hcs ~ities. Except 

where otherwi.se: noccd. export figures are calculalcd based on the location ofexporter. which is not necessarily the same as the location ofproducer. 


I 
I 
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THE IMPORTANCE OF ASIA TO INDIANA 

Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an impo~ant 
component ofU.S. economic growth. Today, exports to Asia account for 30 percentlofall U.S. 
exports; agricultural exports to Asia constitute 40 percent orall U.S. agricultural exports. The 
Department ofAgriculture estimates that in 1996, Indiana produced 52.1 billion in asi;icultural 
exports. And, like the U.S. as a whole, the Indiana economy has forged close ties wit~ the 
economie:s ofAsia. As a result, the financial crisis in Asia is likely to have a real impa9t on the 
lives ofIndiana's residents and businesses. I 

• Indiana exported 51.7 bil1ion ofmerchandise to Asia in 1996. These exports akounted: .. 
for 14 per~nt of the state's total merchandise exports. \. 

• 
I 

Exports have been a key vehicle ofgrowth for Indiana. Between 1993 and 1996, the 
state's exports to Asia increased by 72.6 percent. . I" 

A number ofIndiana's important industries have a major; stake in the health of Asian economies;., 
The principal sectors that export to Asia include: 

• 	 The.chemicaI products industry, which exported $458 million and accounted foc·27.1 
percent of the state's exports to Asia in 1996. 

• 	 The industrial machinery and computers sector, which is responsible for $424 mi11ion, or 
25.1 percent, ofIndiana's exports to Asia in 1996. The state's exports to Asia in this 
sector grew 119 percent between 1993 to 1996. 

• 	 The scientific and measuring instruments sector; which sent S190 million, and accounted 
for 11 percent of the state's 1996 Asian exports. I 

One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and finJncial 
difficulties. Such an event could have an even more significant impact on Indiana's ec6nomy. 

• . 	 In 1996, Indiana exported $4.2 billion of merchandise to the world's develoPin~ nations. 
Exports to these countries accounted for 35.0 percent of the state's exports and 2.8 . 	 I 
percent of the gross state product. i 

Sources: J:lep.utment ofCorrrmeno:e, Depu1mcnt ofAlricuJlW'e, Standard" p_!. 

Note: Asia mel'S to China. Hong Kong. Indonc:sia, Japan. Kon:.a, MaJa)Bia. Philippines, Singapore. Taiwa.n, and Thailancl. 

All export figurns refer 10 men:J.andise expcll1S, whidl \.1OO$ist ofmanufacwn:s, agricultural and livestock produC'ls, and other commodities. Exc;ept 

where 0Iherwisc noted, export figures are calculated bued on !he 1000000lion ofexporter, which is not necesaarily the .same as !he localimi of producer. 
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THE IMPORTANCE OF ASlIA TO KANSAS 

Over the past several decades, growth in "international trade has madethe world's ecoryomies 
increasingly interdependent. During that period, trade with Asia has become an impoI1ant 
component ofUS; economic growth. Today, exports to Asia account for 30 percent of all US.· 
exports; agricultural exports to Asia constitute 40 percent of all US. agricultural expo~s. The 
Department of Agriculture estimates that in 1996, Kansas produced $3.1 billion in agri~ultural . 
exports. And, like the US. as a whole, the economy ofKansas has forged close ties w;ith the 
economies of Asia. As a result, the financial crisis in Asia is likely to have a real impact on the 
lives ofKansas's residents and businesses. . I 

• 	 Kansas exported $1.8 billion of merchandise to Asia in 1996. These e~ports ·1 

accounted for 35.4 percent of the state's total merchandise exports. 


I 
• 	 Exports have been a key vehicle ofgrowth for Kansas. Between 1993 and 1996, the 

sta.te's exports to Asia increased by 65.5 percent. 	 I 
. I 

• 	 Between 1993 and 1996, the state's exports to the Korea increased from $67.3!million 

to $239.3 million, an increase of255.6 percent. . . 


I 
• 	 Exports to Asia are an important component ofKanSas' economy. In 1996,exports to 

Asia accounted for 2.6 percent ofthe state's gross state product. I . 

A number ofKansas' important industries have a major stake in the health ofAsian 
. economies. The principal sectors that export to Asia include: 

I 
• 	 Th,e agricultural sector, which sent $753 million in merchandise to Asia, accounhng for 

42 percent of the state's exports to Asia in 1996. ' I 

• 	 The food products sector, which in 1996 was responsible for $567 million, or 32 

percent, ofthe exports Kansas sent to Asia in 1996. I 


• 	 The transportation equipment sector, which sent goods worth $92 million to Asia and 

accounted for 5 percent of the state's Asian exports. I 


! 
One important danger ofthe Asian financial crisis is the contagion effect -. the possibility that . 
the tr~ubl~ COUld. spread and other developing nations could fa~e ~imilar .economic and I 
finanCIal difficulties. Such an event could have an even more slgmficant Impact on KanSas's 
economy.. 	 i 

• 	 In 1996, Kansas exported $2.2 billion of merchandise to the world's developing 
nations. Exports to these countries accounted for 44.2 percent ofthe state's exp.0rts 
and 3.2 percent ofKansas's gross state product. 

Soun:cs: Departmcnt ofCommen:e, IJcpatImcnI ofAgriCUItUIC. Standard" Poo.-'. . • 

Note: Asia men 10 China, Hong Kong. Indonesia, Japan, Korea, Malaysia, Philippines, Singaporc. Taiwan, and Thailand. 

All export tigures refer 10 mm:handise exports. which ronsist ofmanufactures, agricultural and livestock products, and oeher commodities. Except 
where otherwise rIOted, export tigures are calculated based on the location orexporter, which is not necessarily the same as the location bC producer. 

. 	 I . 



THE IMPORTANCE OF ASIA TO KENTUCKY 


Over the past several decades, growth in international trade has made 'the world'SeCO~omies 
increasingly interdependent. During that period, trade with Asia has become an imporyant 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent bfan U.S. 
exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural expolrts. The 
Departmf:nt of Agriculture estimates that in 1996, Kentucky produced $1.0 billion in ~gricultural 
exports. And, like the U.S. as a whole, the economy ofKentucky has forged close tie~with the 
economies ofAsia. As a result, the financial crisis hi Asia is likely to have a real impadt on the 
lives ofKentucky's residents and businesses. ' ,I 

• 	 Kentucky exported $1.6 billion ofmerchandise to Asia in 1996. These exports 
accounted for 21.6 percent ofthe state's total merchandise exports. ' 

• 	 E,(ports have been a key vehicle ofgrowth for Kentucky. Between 1993 and 1996, 
the state's exports to Asia increased by 50.7 percent. I ' 

, I 

• 	 Most notably, between 1993 and 1996, the state's exports to Korea increased from . 
$51 million to $116 million, a 129 percent increase. . I 

" 	 I 

A number ofKentucky 's important industries have a major stake in the health of Asia~ 
economies. The principal sectors that export to Asia include: ! 

• 	 The transportation equipment sector, which in 1996 was responsible for $222 rlullion, , 
or 13.8 percent ofKentucky's Asian exports. I 

, 	 ' . I 
• 	 The primary metals industry, which in 1996 sent goods worth $103 million to Asia and 

accounted for 6 percent of the state's Asian exports. 

One important danger of the Asian financial crisis is the contagion effect - the possibility that 
ifpr('per action is not taken to stabilize the A~ian economies, the trouble could spread ~nd 
other developing nations could face similar economic and financial difficulties. Such arl event 
could havl~ a serious impact on Kentucky'S economy. I 

i 

I 

Sources: .Depal1mml ofCOI1III'IeI"CC, Dc:p&rtmcnl ofAgriculture. Standard.ll: P.oor's 

Note: Asia refers to China, Hong Kong. Indonesia. Japan. Korea, Malaysia, Philippines, Singapore, Taiwan, and Thailand. 

All export figures refer to merchandise expor1s. which OOfIlIist ofmanufadurl:s, agricultural and livestock produd5, and other commodities. Except 

where otherwise noted. export figures are calculated based on ~ location ofexporter, which is not necessarily the same as the location ofproc!uQet. 
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mE IMPORTANCE OF ASIA TO LOUISIANA 

Over the past several decades, growth in international trade has made the world's eco~omies 
increasingly interdependent. During that period, trade with Asi~ has become an impo~ant 
component ofUS. economic growth. Today, exports to Asia account for 30 percent of all US. 
exports; agricultural exports to Asia constitute 40 percent of all US. agricultural expdrts. Like 
the US. as a whole, the economy ofLouisiana has forged close ties with the economies of Asia. 
As a result, the financial crisis in Asia is likely to have a real impact on the lives ofLoJisiana's 
residents and businesses. . I 

. I 
Louisiana exported $2.0 billion ofmerchandise to Asia in 1996. These exports accounted • 	 . I 

for 41.8 percent of the state's total merchandise exports. 	 I 

• 	 Exports have been a key vehicle ofgrowth for Louisiana. Between 1993 and 1996, the 
stnte's exports to Asia increased by 65.9 percent. Most notably, between 1993 and 1996, 

1
Louisiana's exports to Korea grew. from $51 miUion to $145. million, an increa~ .of 153 ' 
percent. . 

A number ofLouisiana's important industries have a major stake in the health of Asianl 
economies. The principal sectors that export to Asia include: .\ 

• 	 1 

• 	 The agricubual sector, which sent $1.5 billion in merchandise and accounted fbr 18 
. percent of the state's exports to Asia in 1996. . . I 

• 	 The chemical products sector, which in 1996 was responsible for $126 million, or 6 
percent, ofLou isian a's ~ian exports. " . I 

• 	 The industrial machinery and computers industry, which in 1996 sent goods worth $74 
I 

million to Asia and accounted for 4 percent of the state's exports to Asia in 191'6. 
, 
i 

One impOitant danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fina:ncial 
difficulties. Such an event could have an even more significant impact on Louisiana's ~onomy. 

Sources: Depar1lnmt ofComm&tl:e, Department ofAgicuhun:, Standatd &: Poor's 	 . . I 
Note: Asia tefm to China, Hong Kong. Indonesia, Japan, Korea. Malaysia, Philippines, Singapore, Taiwan, and Thailand. 

All export figures refer to merchandise exports. which consist ofmanufactures. agricultural and livmock products, and other commodities. EXl:epl 

when: oIhCIWise noted. export figures are calculated based on the loca1ion ofexporteY. which is not necessarily the same as the locati~ ofproducer. 

LouIsIana'. alrlcultural ""'port. are lar,e due to die ra" that many alrkulnaraJ clporten are located IIllhe state. i 




THE IMPORTANCE OF ASIA TO MASSACHUSETTS I 

Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an important 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent of an U.S. 
exports; a~cultural exports to Asia constitute 40 percent ofall U.S. agricultural exp~rts. Like 
the U.S. fLS a whole, the MaSsachusetts economy has forged close ties with the econo~es ofAsia. 
As a result, the financial crisis in Asia is likely to have a real impact on the lives of I 
Massachusetts's residents and businesses. 

• 	 Massachusetts exported S4.3 billion of merchandise to Asia in 1996. These exborts 
accounted for 28.1 percent of the state's total merchandise exports. I 

I
• 	 E'~ports have been a key vehicle ofgrowth for Massachusetts. Between 1993 iind'1996, 

the state's exports to Asia increased by 55.9 percent. I. 
• E):ports to Asia are an important component ofMassachusetts's economy. In 1996, 

exports to Asia accounted for 2.] percent ofthe state's gross state product. 

• Among the 50 statest Massachusetts ranks ninth in exports to Asia. 

A number of MasSachusetts's important industries have a major stake in the health ofAsian 
economies. The principal sectors that export to Asia include: I· 

• 	 The industrial machinery and computers industry, which exported Sl.4 billion a,nd 
accounted for 32.4 percent ofthe sta.te's exports to Asia in 1996. Exports frorit 
Massachusetts to Asia in this sector increased 71.9 percent from 1993 to 1996. 

• 	 The electric and electronic equipment industry, which accounted for S1.1 billion, or 24.7 
percent, ofthe state's exports to Asia. I 

• 	 The scientific and measuring instrument sector exported S809 million and acco~nted for 
19 percent of the state's Asian exports in 1996. This sector increased its Asian!exports 60 
percent fro~ 1993 to 1996.. . I 

One important danger ofthe Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fina~cial 
difficulties. Such an event could have an even more significant impact on Massachusetts's 
economy. 

Sources: Department ofCo!nrncRcl, Department ofAsricuJture. S1uIdatd " ~'a 

Note: Alia !'efen, to China, Hong Kong. Indonesia. JapIIIl. Korea. Malaysia. Pbilippina. Singapore. Taiwan, and Thailand. 

AJI export figum mer &0 men:halldisr: IIxpor1II. which CONisI of~ agricultural and li~ produru. and other commodities. Except 

where otherwise noted. export figures 11'1: c:aleulal.ed, ba$Cd on the location ofex:port.er. which is not net:essarily the same as the location' ofproducer. 
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THE IMPORTANCE OF ASIA TO MARYLAND . 

Over the past se~eral decades, growth in international trade has made the world's eco~omies 
increasingly interdependent. During that period, trade with Asia has become an important 
component ofUS. economic growth. Today, exports to Asia account for 30 percent bfall US. 
exports; agricultural exports to Asia constitute 40 percent ofall US. agricultural expolrts. The 
Departme:nt of Agriculture estimates that in 1996, Maryland produced $247 million in lagricultural 
exports . .And, like the US. as a whole, the economy ofMaryland has forged close tie~ with the 
economies of Asia. As a result, the financial crisis in Asia is likely to have a real impaJt on the 
lives ofMaryland's residents and businesses. I 

• 	 Maryland exported $663.8 million of merchandise to Asia in.l996. These exports 
accounted for 18.9 percent ofthe state's total merchandise exports. I 

• 	 Exports have been a key vehicle ofgrowth for Maryland. Between 1993 and 1996, 
the state's exports to Asia increased by 48.1 percent.. , I 

• 	 Between 1993 and ,1996, the state's exports to Indonesia increased from $7.0 rhillion 
to $75.1 million. ' I 

, 	 . 

• 	 E":ports from Maryland to Korea also experienced strong growth from 1993 tol1996, 
in<:reasing from $44.2 million to $74.6 million. 

A number ofMaryland's important industries have a major stake in the health of Asian 
economies. The principal sectors that export to Asia include: 

• 	 The industrial machinery and computers industry, which in 1996 sent goods wJrth 
$165.2 million to Asia and accounted for 25 percent ofthe state's Asian exportk. 

I 
• 	 The electronic and electric equipment sector, which sent $135.1 million, or 20 ~ercent, 

ofMaryland's merchandise exports to Asia in 1996. I 
, 

• 	 The chemical products sector, which in 1996 exported $74.6 million and accounted for 
11 percent ofMaryland's Asian exports, I 

One important danger of the Asian financial crisis is the contagion effect -- the possibility that 
the trouble could spread and other developirig n'ations could face similar economic and I 
financial difficulties. Such an event could have an even more significant impact on MarYland's 
economy. I 

• 	 In 1996, Maryland exported $1.5 billion of merchandise to the world's developLg 
nations. Exports to these countries accounted for :42.6 percent ofthe state's exports. 

I 
Sources: Department ofCommcn:c. Departmem ofAsric:ulll.lTe. S1andard &: '-'s I 

Note: Asia refer.! 10 China, Hong Kong,lndones&a, Japm. K~MalaysiA. Philippines, Singapore. Taiwan, and Thailand. 

All export figures refer 10 madwIdi.., ellJlOC1s, which consild ofmu\uf~ agricultural and livestock produds, and 0Iber commodities. Exa::pt 

where ~ nOkd, export figures lIlC calculated based 011 the 10000ion ofelIpOI1er. ~ich is no! n~1y the same lIS the location ofproducer, 
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mE IMPORTANCE OF ASIA TO MAINE 

i 
Over the past several decades, growth in international trade has made the world's eco~omies . 
increasingly interdependent. During that period, trade with Asia has become an important 
component ofUS. economic growth. Today. exports to Asia account for 30 percent bf all U.S. 
exports; agricultural exports to Asia constitute 40 percent ofall U.S. agricultural exports. Like 
the U.S. as a whole, the Maine economy has forged close ties with the economies of A!sia. As a 
result, the financial crisis in Asia is likely to have a real impact on the lives ofMaine's iesidents 
and businesses. " . . I . 

I 
I 

• 	 M:aine exported $431 million ofmerchandise to Asia in 1996. These exports accounted 
for 29.3 percent of the state's total ~erchandise exports. I 

• 	 Exports have been a key vehicle ofgrowth for Maine. Between 1993 and 1996, the 
state's exports to Asia increased by 7.8 percent; most notably, the state's expods to the 
Republic ofKorea increased by 281.1 percentoverthatperiod. . 

• 	 Exports to Asia are an important component ofMaine's economy. In 1996,exports to 
Asia accounted for 1.5 percent ofthe state's gross state product. i 

A number ofMaine's important industries have a major stake in the health ofAsian economies. 
The principal sectors that export to Asia include:. I. 
• 	 Th'e electric and electronic equipment industry, which accounts for 41.2 percent of the 

state's exports to Asia. . I . 

• 	 The paper products industry, which accounts for 25.7 per'cent ofMaine's expoJs to Asia. 
The state's exports to Asia in this sector increased 287 percent from 1993-1996'. 

• 	 Thc~ fish and other marine products sector, which was responsible for $37 mil1iO~ in 
exports to Asia in 1996 and accounted for 9 percent ofthe state's 1996 Asian eXports. 

. ; I 
One important danger of the Asian financial crisis is the contagion effect - the possibility that if 

I 

proper action is not taken to stabilize the Asian economies, the trouble could spread and other 
developing nations could face similar economic and financial difficulties. Such an event1could 
have a serious impact on Maine's economy. I 

I 

Soureca: Department ofCommerce. Depar1meftl ofAsriculturt. Standatd & Poor!! 

Nocc: Ali. men 10 China, Hong KOftI, Indonesia, JIIpIIft. Korea. MI1l.ysi., Philippines. Singapore, Taiwan, lind Thailand. . 

All export figures refer to merchandise exports. which consist ofmanufal;lures, a~culturalllnd livestock produdI.lInd other commodities. Except 

where otherwise noted, eJq)Of1 figures are calculated based on Ihe location ofexporter, which is not necessarily !he sa.mc as the 100000ion ofproduca". 
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THE IMPORTANCE OF ASIA TO MICHIGAN 


Over the past several decades, growth in international trade has made the world's eco~omi~s 
increasingly interdependent. During that period, trade with Asia has become an important 
component ofUS. economic growth. Today, exports to Asia account for 30 percent pfall US. 
exports; agriCUltural exports to Asia constitute 40 percent ofall U.S. agricultural exports. The 
Department ofAgriculture estimates that in 1996, Michigan produced $1.2 billion in agricult:ural 
exports.' And, like the U.S. as a whole, the Michigan economy has forged close ties With the 
economies of Asia. As a result, the financial crisis in Asia is likely to have a real impa6t on the 
lives oflvlichigan's residents and businesses. I 

• 	 M~chigan exported $3.3 billion of merchandise to Asia in 1996. These exports accounted 
for 8.7 percent of the state's total merchandise exports. . I 

• 	 Exports have been a key vehicle ofgrowth for Michigan. Between 1993 and }:996, the 
state's exports to Asia increased by 45.3 percent. I 

I 

• 	 Most notably, exports from Michigan to Korea increased .148 percent, from $1'76miUion 
to $436 million, between 1993 and 1996. . ' I . .' 

• 	 Also of note, state exports to Indonesia increased by 247 percent, from $10 million to $36 
million, between 1993 and 1996. . , ! . . 

• 	 Among the 50 states, Michigan ranks 14th in exports to Asia. I '. 

A number ofMichigan's important industries have a major stake in the health ofAsiaJ economies. 
The principal sectors that export to Asia include: I 

I 

• 	 The transportation equipment sector, which accounted for $1.3 billion, or 37.3,' percent, of 
the state's exports to Asia in 1996. .'. 

• 	 The industrial machinery and computers industry, which exported $519 millio~ and 
a(:counted for 15.7 percent ofMichigan's 1996 Asian exports. i 

. 	 I 
• 	 The chemical products industry, which accounted for $448 million, or 13.6 petcent, of the 

state's exports to Asia in 1996. Michigan's Asian exports in this sector increa~ed 86 
percent from 1993 to 1996. i 

One important danger of the ASian financial crisis is the contagion effect - the possibility that the 
trouble CQuld spread and other developing nations could face similar economic and financial 
difficulties. Such an event could have an even more significani impact on Michigan's bconomy. 

. 	 I 
• 	 In 1996, Michigan exported $9.4 billion of merchandise to the world's developing nations. 

E"ports to these countries accounted for 24.6 percent of the state's exports an~ 3.5 
pI:rcent ofthe gross state product. 

Sources: [)epntment ofCOC'I1tIIefI:e. Department of Asricululrt. Slandard & Poor's' " . 

Note: Asia ref.m 10 China. Hong Kong.lndoncsia, Japan. Korea, Malaysia. Philippines. Singapon:. Taiwan, and Thailand. 

All exporlligllre.s refer \0 merchandISe ~><pOfU. which consist oflfIIIllufaCIW'eS. agricullurailllld livestock products. and othc:r cOl11lllOOities. Except 

where OIherwise noICd. eKpOlt figures are calculated based on the location of clCpOl'teT. which is not nec:cssarily the same as the Ioc.atil,n ofproducer. 
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THE IMPORTANCE OF ASIA TO MINNESOTA 


Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an import~nt 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent ~fall U.S. 
exports~ agricultural exports to Asia constitute 40 percent ofall U.S. agricultural exp0t1s. The 
Department of Agriculture estimates that in 1996, Minnesota produced 53.0 billion in agricultural 
exports. And, like the U.S. as a whole, the economy ofMinnesota has forged close ties with the 
economies ofAsia. As a result~ the financial crisis in Asia is likely to have a real impact on the lives 
ofMinnesota's residents and businesses. I 

• 	 Minnesota exported $3.1 billion ofmetchandise to Asia in 1996. These export~ 
ae<;ounted for 22.5 percent of the state's total merchandise exports. I 

• 	 Exports to Asia are an important component ofMinnesota's economy. In 1996, exports 
to the region accounted for 2.2 percent ofthe state's gross state product. I 

• 	" Exports have been a key vehicle of growth for Minnesota. Between 1993 and 1996, the 
state's exports to Asia increased by 43.0 percent." I 

. . 	 . , i 
• 	 "Notably, exports to Korea, which accounted for 16 percent of the state's Asian Iexports in 

1996, rose from $189 million to $488 million from 1993 to 1996, an increase of 160 
percent.' ' 

• 	 Arnong the 50 states, Minnesota ranks 15th in exports to Asia. 

A number ofMinnesota's important industries have a major stake in the health of Asiah 
economie~~. The principal sectors that export to Asia include: I 

I 
• 	 The agricultural sector, which in 1996 sent goods worth $].3 billion to Asia and 

aceounted for 42 percent of the state's Asian exports. I 
I 

• 	 The industrial machinery and computers sector, which sent $571 million, or 18 ~ercent, of 
"Minnesota's exports to Asia in 1996. I 

. I 
• 	 The scientific and measuring instruments industry, which in 1996 was responsible for 

$381 million and accounted for 12 percent of Minnesota's Asian exports. I " 

One important danger of the Asian financial crisis is the contagion effect - the possibility that 
the trouble could spread and other developing nations could face similar economic and !financial 
difficulties. Such an event could have an even more significant impact on Minnesota's ~nomy. 

• 	 In 1996, Minnesota exported $5.1 billion of merchandise to the world's develoJing 
naltions. Exports to these countries accounted for 36.9 percent of the state's e~ports 
and 3.6 percent of the gross state product. " ! 

I 
I 

SoUl'llCS: Depatin1erd ofCoovncrcc. Department ofAgricuJtUfII. Standard & Poor's 
N~: Asia fIIf",.. to Chin&, H'lI'lg Kong. Indonesia. Japan. Korea. Malaysia. Philippine:&, Singapore, Taiwan, and Thailand. i 
All export figures mer to mcrcbandise clCpOI1S, whidl consist ofmanufacturca, agric;uhural and livestock produas. and other commodities. Exa:pt where 
otherwise !IOIed. cllpOlt figures .", caJculalcd based on \h¢ location orexporter, which is not necessarily \h¢ same All the location of~ucer. 

I 



'} 

. I 

THE IMPORTANCE OF ASIA TO MISSOURI 

Over the past several decades, growth in international trade has made the world's ecoriomies 
increasingly interdependent. During that period. trade with Asia has become an imporyant 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent ofall U.S. 
exports; agricultural exports to Asia constitute 40 percent ofall U.S. agricultural expohs. The 
Department of Agriculture estimates that in 1996, Missouri produced $1.3 billion in agncultural 
exports. And, like the U.S. as a whole, the Missouri economy has forged close ties wi~h the 
economies of Asia. As a result, the financial crisis in Asia is likely to have a real impact on the 
lives ofMissouri's residents and businesses. 

i ' 
• 	 Missouri exported $1.2 billion ofmerch:mdise to Asia in 1996. These exports account for 

17.5 percent of the state's total merchandise exports. 

I 
• 	 E"ports have been a key vehicle of growth for Missouri. Between 1993 and 1 ~96, the 

stilte's exports to Asia increased by 42.8 percent; most notably, state exports to Indonesia 
inloreased 154.5 percent during this time. 

I 
! 

A number ofMissouri's important industries have a major stake in the health of Asian'economies. 
'The principal sectorsthat export to Asia include:· . ,i, , ..' 	 . I 
• 	 The chemiczl products industry, which exported $270 million and was responsible for 23.5 

I 

pc::rcent of the state's exports to Asia in 1996.. 	 • . . 

, 	 I 

• 	 The electric and electronic equipment industry, which was responsible for $16~ 
, 

million, or 
14.5 percent, of Missouri's 1996 Asian exports. 	 . 

• 	 The agricultural sector, which exported $122 mil1ion and accounted for 10.6 pircent of 

the state's exports to Asia in 1996. Missouri's Asian exports in this sector gre~ 390 

pE:rcent between 1993 and 1996. 


• 	 The industrial machinery and computers industry, which accounted for $115 million, or 

10 percent, ofthe state's exports to Asia. . ' I . 


One important danger ofthe Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fin~ncial 
difficulties. Such an event could have a serious impact on Missouri's economy. I 

• 	 In 1996, Missouri exported ~3.3 billion of merchandise to the world's developing nations. 
Exports to these countries accounted for 49.5 percent of the state's exports ana 2.3 
percent of the gross state product. i 

I 
I 

SOUlUII: 0epag1menr ofCommerce. Department ofAsricultun:, Slandard" Poor!, I 
. Note: Asia refcn to China, Hong Kong, Indonesia, Japan, K-. Malaysia. Philippines, Singapore, Taiwan, and Thailand. 

All export figures refer to merchandiae exports, which consist ofmanufaGturca, agricultural and livestock producl$, and other commodities. Excq>t 
where othcrwir.c noted, export figures are ca.lculalCd based on the location ofexporter. which i. noI ncccssarily the !I8I1IC as the looatic\n ofproducer, 

. 	 I " 



THE IMPORTANCE OF ASIA TO MISSISSIPPI 


Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an important 
component ofUS. economic growth. Today, exports to Asia account for 30 percent Iofall U.S. 
exports. And, like the U.S. as a whole, the economy ofMississippi has forged close ties with the 
economies ofAsia. As a result, the financial crisis in Asia is likely to have a real impabt on the 
lives of~.fississippi's residents and businesses. 

• 	 Agricultural exports to Asia constitute 40 percent ofall U.S. agricultural exports. The 
Department of Agriculture estimates that in 1996, Mississippi produced $815 trullion 
in agricultural exports. I 

• 	 Exports have been a key vehicle ofgrowth for Mississippi. Between 1993 and 1996, 
the state's exports to Asia increased by 63.9 percent. I 

A number ofMississippi's important industries have a major stake in the health of Asi!n 
economies. The principal sectors that export to ASia include: . i 

• 	 The food products industry, which in 1996 sent goods worth $19 million to Asia, 
accounts for 15 percent of the state's Asian exports. ! 

I 
• 	 The fabricated metal products sector, which in 1996 was responsible for $16 nlillion 

and accounted for 13 percent ofMississippi's Asian exports. 1 

One important danger of the Asian financial crisis is the contagion effect - the possib~lity that 
the trouble could spread and other developing nations could face similar economic and 
financial difficulties. Such an event could have an even more significant impact on i 
Mississippi's economy. . 1 

I 
• 	 In 1996, Mississippi exported $559 million of merchandise to the world's developing 

nations. Exports to these countries accounted for 45.8 percent of the state's e4ports. 

Sources: Depanment ofCGmmerce,1>epartmeQt of Agriculture. Standard &: Poor-'s I 

NOIoc: Asia refers to China, Hong Kong. Indonesia, Japan. Korea, Malaysia, Philippines. SingapoR. Taiwan, aM Thailand. . 

All export figures refer to merchandise exports. which consist ofmanufactura;, Ilgril:ultural and livCSlocIi: products, and oIher commodities. Except 

where oIhctwise IIOI£d, export ligures are ca!culatN based on the location of cxpor\a'. which is not neccu.viJy the same as the locatiori of producer. 




THE IMPORTANCE OF ASIA TO MONTANA 


Over the past several decades, growth in international trade has made the world's ecorlomies 
increasingly interdependent. During that period, trade with Asia has become an imporyant 
componel1t ofU.S. economic growth. Toda~,. exports to Asia account for 30 percerit of all U.S~ 
exports. And, like the U.S. as a whole, the economy ofMontana has forged close tieslwith the 
economies ofAsia. As a result, the financial crisis in Asia is likely to have a real impatt on the 
lives ofMontana's residents and businesses. . 

I 
i 

• 	 Agricultural exports to Asia constitute 40 percent of all U.S. agricultural expofits.. The 
Department ofAgriculture estimates that in 1996, Montana produced $850 million in 
agricultural exports. . I 

I 
• 	 Exports have been a key vehicle ofgrowth for Montana. Between 1993 and 1996, the 

state's exports to Asia increased by 77 percent. I 
I 

A number ofMontana's important industries have a major stake in the health of Asian rconomies: 
I ' 

• 	 The industrial machines and computer sector exportedS17 .5 million in 1996 a~daccounts 
for 53.3 percent of the state's Asian exports. This sector increased its exports to Asia by 
160 percent between 1993 and 1996. . . I 

• 	 M,ontana's scientific and measuring instruments sector exported $3.0 million tol Asia in 
1996 and accounted for 9 percent ofthe state's exports to the region. I. 

, 	 r 
One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fincincial 
difficultie!L Such an event could have an even more significant impact on Montana's economy. 

• 	 In 1996, Montana exported $66 million of merchandise to the world's develoPihg nations. 
Exports to these countries accounted for ]9.4 percent of the state's exports. i 

. 	 I 

I 
I 
I 
I 
I 
I 

I 

I 
Sources: Depanment or~, Department ofAgricuJturc, Standud" p.QOC'·s I 

N<ICe: Mia ~re... to China, Mona Kong. Indot>esia, Japan. Korea, Malaysia. Philippinea, Singapore, Taiwan, and Thailand. I 
All export 1igurt:S mer to IllmlhandiBe export&. wbid! c:omist ofIMIIUfactum. agricultural and liVCSlodc. products. and other cornrnocirtics. Except ......."........___a'............M .. '''''';.''.,....,..............n" .._U..'j''......... 




THE IMPORTANCE OF ASIA TO NORTH CAROLINA 

Over the paSt several decades, growth in international trade has made the world's econ~mies 
increasingly interdependent. During that period, trade with Asia has become an import~t 
componel1.t ofU:S. economic growth. Today, exports to Asia account for 30 percent ~fall U.S. 
exports; agricultural exports to Asia constitute 40 percent ofall U.S. agricultural exports. The 
Departmell1t of Agriculture estimates that in 1996. North Carolina produced $1.4 billion in . 
agricultural exports. And, like the U.S. as a whole, the North Carolina economy has fqrged close 
ties with the economies of Asia. As a result, the financial crisis in Asia is likely to hav~ a real 
impact on the Jives ofNorth Carolina's residents and businesses. I 

I 
• 	 North Carolina exported $2.0'bilIion' ofmerchandise to Asia in 1996. These exports 

accounted for 17.1 percent of the state's total merchandise exports. I 

• 	 E,,:ports have been a key vehicle ofgrowth for North Carolina. Between 1993 and 
1996, the state's exports,to Asia increased by 26.4 percent. 	 I 

I 

• 	 Between 1993 and 1996, the state's exports to Korea increased from $114.6 mimon to 
$2CH.9 million, an increase of76.2 percent. I 

, 	 I 

A number ofNorth Carolina's important industries have a major stake in the health ofksian 
economie!;. The state's principal sectors that export to Asia include:, I 

• 	 The agricultural sector, which exported $335.7 million ofmerch~ndise to Asia, I 
acc~unting for 17 percent of the state's Asian exports in 1996. I . 

• 	 The chemical products sector, which in 1996 sent $289.9 million ofmerchandi~e to the 
region. This sector accounted for 14 percent ofthe state's Asian exports inI9?6. 

I 
I 

• 	 The industrial machinery and computer industries, which was responsible for $283.6 
million, or 14 percent, 'ofNorth Carolina's Asian exports in 1996. I 

I 
One important danger of the Asian financial crisis is the contagion effect - the possibility that 
the trouble could spread and other developing na:tions could face similar economic andl 
financial difficulties. Such an event could have an even more significant impact on Nomh 
Carolina's economy. . 

• 	 In 1996, North Carolina exported $4.1 billion ofmerchandise to the world's I 
developing nations. Exports to these countries accounted for 35.7 percent ofthe 
state's exports and 2.0 percent ofNorth CaroJina·s gross state product. I 

I 
I 

, I 
8ourceI: Department of'Comrnc:roe. Department orAgricu1ture, Standard .t POOl" 0 I . 
Note: Alia mc-n 10 China, Hong Kong. Jndoncaia, Japan. Korea, Malaym, Philippines, Sinppore. Taiwan, and Thailand. 
All export ligulcs m« to mcn:handise exports, which consist ofmanufKlUres, agricultural and liVClll.odc products., and otbeT- commodities. ElWCpI 
~ otherwit.: noCed, export figures an: calcUlated based on the locali"" ofe~.which i. not necessarily the same as !he: Iocatidn ofproducer. 



mE IMPORTANCE OF ASIA TO NORTH DAKOTA 

Over the past several decades, growth in international trade has made the world's ecopomies 
increasingJy interdependent. During that period, trade with Asia has become an impo~ant 
component ofV.S. economic growth. Today, exports to Asia account for 30 percent of all U.S. 
exports.. And, like the U.S. as a whole, the North Dakota economy has been forging (;loser ties 
with the c~conomies of Asia. As a result, the financial crisis in Asia is likely to have a cleal impact 
on the lives ofNorth Dakota's residents and businesses. 

• 	 . Agricultural exports to Asia constitute 40 percent ofall U.S. agricultural expols. In 
1996, North Dakota produced an estimated S1. 7 billion in agricultural exports) 

I 
I 

• 	 Exports have been a key vehicle ofgrowth for North Dakota. Between 1993 and 1996, 
the state's exports to Asia increased by 110 percent. I 

North Dakota businesses sell a wide range ofproducts to Asia and therefore have a mljor stake in 
. 	 I 

the health of Asian economies. The state's principal sectors that export to Asia include: 

• 	 The industrial machinery and computers industry, which exported S15 million Jnd 
accounted for 57 percent of the state's 1996 exports to Asia. I 

• 	 The primary metals industry, which was responsible for $3.5 million, or 13 percent, of 
North Dakota's Asian exports in 1996. . I . 

• 	 The food products sector accounted for S2.2 million, or 8 percent, of the state's 1996 
Asian exports. I 

. 	 I 
One important danger ofthe Asian financial crisis is the contagion effect - the possibi,ity that the 
trouble could spread and other developing nations could face similar economic and fin~ncial 
difficulties. Such an event could have an even more significant impact on North Dakot~. 

Sources; Oepanmc:m oCC4mmm:e, Depa.nmcnt ofAgriculture, Standard & Poor's I 
NoCc: Asia n:fem 10 China. Hong Kong. Indonesia. Japan. Korea. M&la)1lia. Philippines, Singapore, TaiWlln, and Thailand. I 
All expor1 figures refer to mcn:handiae elq)Ol1s, which cons,is! ofmanufadurcs. agricultural and livestock product.1. and oCher commodities. Except 
where otherwise noted, expor1ligures ere calculaled based on the location ofClIpOrter, which is no( necessarily the same as the location ofproduoer. 



THE IMPORTANCE OF ASIA TO NEBRASKA I 

Over the past several decades, growth in international trade has made the world's economies 

increasingly interdependent. During that period, trade with Asia has become animporlant 

component ofUS. economic growth. Today, exports to Asia account for 30 percent pfall US. 

exports; agricultural exports to Asia constitute 40 percent ofall U.S. agricultural eXP9rts. The 

Department ofAgriculture estimates that in 1996, Nebraska produced $3.5 billion in agricultural 

exports. And,like'the US. as a whole, the Nebraska economy has forged close ties "1th the 

economies of Asia. As a result, the financial. crisis in Asia is likely to have a real impact on the 

lives ofNebraska's residents and businesses.· i 


* 	 Nebraska exported $1.4 billion of merchandise to Asia in 1996. Theseexport~ account for 
55.7 percent ofthe state's total merchandise exports. 	 . I

i . 

Exports have been a key vehicle ofgrowth for Nebraska. Between 1993 and 1'996, the* 
state's exports to Asia increased by 27.1 percent. 	 I 

.* 	 Most notably, state exports to the Philippines increased by 571 percent betweeh 1993 and 
1996; to Indonesia, by 280 percent; and to Thailand,'by 150 percent. I· 

1 . 
Exports to Asia are an important component ofNebraska's economy. In 1996, exports to .* 
Asia accounted for 3.0 percent ofthe state's gross state product. I' 

Nebraska businesses sell a wide range of products to Asia and therefore have 8. major Stake in 

the health of Asian economies. The state's principal sectors that export to Asia include: 


) 	 . I .. 	 The food products industry, which accounts for 85.6 percent of the state's exports to 
A_' 	 I 
~a 	 I 

• 	 The leather products industry, which is responsible for 3.8 percent ofNebraska's Asian 

exports. . . . . i . 


One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fin~ncial 
difficultie:s. Such an event could have an even more significant impact on Nebraska. I 

I 

I 
Soun:cs: Deplutrnent of~ Deparlmcnt of Agriculturt:, SIlI.ndard & Poor', I 

Note: Alia men to China, Hong Kong. Indonesia. Japan, Korea. Malaysia. Philippines. Singapore, Taiwan, and Thailand. i 

All export figures mer10 merchandise exports. which consist ofmanufacllU'cs. agriwltural and IiVCSlOCk products, and odIet ~ilies. EJ<Q:pt 

~ oIberwiJIe noted. export figures are calcula1ed baaed on the loc:aIion ofexpork!'. which is not nc.ces.sarily !he same as the locatiOn orproducer. 




. THE IMPORTANCE OF ASIA TO NEW HAMPSHIRE 


Over the past several decades, growth in international trade has made the world's ecohomies 
increasingly interdependent. ,During that period, trade with Asia has become an impo*ant 
component ofUS. economic growth. Today, exports to Asia account f<;>r 30 percent ;ofall US. 
exports; ngricultural exports to Asia constitute 40 percent ofall U.S. agricultural exports. Like 
the U.S. IlS a whole, the New Hampshire economy has forged close ties with the econbmies of 
Asia. As a result, the financial crisis in Asia is likely to have a real impact on the lives IlofNew 
Hampshire's residents and businesses., . 

• 	 New Hampshire exported $345 million ofmerchandise to Asia in 1996. ThesJ exports 
accounted for 19.8 percent ofthe state's total merchandise exports. . : 

I 
• 	 Exports have been a key vehicle ofgrowth for New Hampshire. Between 1993 and 1996, 

the state's exports to Asia increased by 89.5 percent; most notably, state expo~s to. . 
Thailand increased by 751 percent over that period, from $4.3 minion to $36.4; million. 

. . 	 I 

A number ofNew Hampshire's important industries have a major stake in the healthJf Asian 
economies..The state's principal sectors that export to Asia include: j

t 

. I 
• 	 The industrial machinery and computers industry, which accounted for $97.6 million, or : 

28.3 percent, of the state's exports t9 Asia in 1996. 	 I 

• 	 The leather products industry, which exported $72.5 million, accounting for 21 percent of 
New Hampshire's exports to Asia. This sector has seen tremendous growth bbtween , 
1993 and 1996, with an increase of over 3000 percent during that time period. I 

• 	 The scientific and measuring instruments sector sent $46.7 million worth ofexborts to 
Asia in 1996, accounting for 14 percent of the state's 1996 Asian exports. I 

One important danger ofthe Asian financial crisis is.the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fin1ancial 
difficulties. Such an event could have an even more significant impact on New Hampshire's

I 

economy. I , 
• 	 In 1996, New Hampshire exported $477 million ofmerchandise to the world'~ developing 

nlltions. Exports to these countrie~ accounted for 27 percent ofthe slate's exports. 

. 	 I 

Sources: Department ofCommcn:e, Deputmcnt ofAgric:ulture. Standard " Poor'i , 

Noce: Asia refers to China, Hong Kong. Indonc:sia. Japan, Korea. Malaysia, Philippines. Singapor". Taiwan,. and 'Thailand. i 

All cllpOl1. fijp.ll'Clrem-1o mcrchandiJe cxpoJta, which COI'IIi1II ofltWluflCtUm, agricultural and livostoc:k produw. and other commOditiell. E~ 

where otherwi!'C nOled. export figures ate calculated based on thc location ofcxporter, Which is not necc:ssatily the same as the locali:m of producu. 


I 
I 



• 	 N~w Jersey exported $4.9 billion of merchandise to Asia in 1996. These exports 
accounted for 26.3 percent of the state's total merchandise exports. I" 

• 	 Exports have been a key vehicle ofgrowth for New I ersey. Between 1993 and 1996, the 
state's exports to Asia increased by 35 percent. I 

• 	 Most notably, Korea, which receives 26 percent ofthe state's Asian exports, eJfperienced 
a 39 percent increase in exports from the state between 1991 and 1996, from S918, million. 
to SI.3 billion. Over the same period, New Jersey's exports to Indonesia incre~sed by 116 
percent, from S64 million to S138 million. 

• 	 ,Nlew Jersey ranks seventh among the 50 states in exports to Asia. 
, 

A number ofNew Jersey's important industries have a major stake in the health of Asi~ 
economies. The ,state's principal sectors that export to Asia include: I 

,, 
• 	 The electric and electronic equipment industry, which accounted for S1.1 billion, or 22.7 

percent, ofthe state's exports to Asia in 1996. I 
I 

• 	 The chemical products industry, which exported $944 million and was responsible for 19.4 
percent of the merchandise that New Jersey sent to Asia in 1996. I 

I, 
I 

• 	 The industrial machinery and computers sector, which accounted for $594 million, or 12.2 
percent, ofthe state's 1996 exports to Asia. i ' , 

One important dang~r ofthe Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fimtncial 
difficulties. Such an event could have an even more significant impact on New Jersey'~ economy. 

, 	 'I 
• 	 In 1996, New Jersey exported S7.8 billion of merchandise to the world's developing 

nations. Exports to these countries accounted for 43 percent of the state's exPbrts and 
2.U percent of its gross state product. 

Sources: ~Iment ofConvnm:c. Department ofAgricuhure. Standard &:. Poor's 

Noll:: Asia ..,fa, to China. Hong Kong,lndonaia, Japan. Korea. Malaysia, Philippines. Singapore. Taiwan, and Thailand. : 

All export ligures refer to rncrchandise exporl&, which eonsi&t ofmanufuturcs, agricultural and livestock products, and other commodities. Except 

when: oIherwiso: noted. export figures ate: calculated based on the Iocalion ofexporter. wbicb is noI necessarily 1hc same M the Iocatiori ofproducer. 




THE IMPORTANCE OF ASIA TO NEW MEXICO 

Over the past several decades, growth in international trade has made the world's eco~omies 
increasinl~ly interdependent. During that period, trade with Asia has become an impoitant' 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent :of all U.S. 
exports; IlgricuIturaJ exports to Asia constitute 40 percent of all U.S. agricultural exp~rts. Like 
the U.S. as a whole, the economy ofNew Mexico has forged close ties with the economies of 
Asia. As a result, the financiaJ crisis in Asia is likely to have a real impact on the Jives IlofNew 
Mexico's residents and businesses. , 

'. New Mexico exported $63] ITrilli0n of merchandise to Asia in 1996. These exports 
ar..counted for 69 percent ofthe state's total merchandise e?'ports. . I 

. 	 I 
• 	 EKports have been a keY vehicle ofgrowth in New Mexico. Between 1993 and 1996, the 

state's exports to Asia increased by 365 percent. I . 
I 

• . Most notably, exports to Korea increased 229 percent, from $56 million to $194 million, 
.bl~tween 1993 and 1996. The Korean market accounts for 29 percent ofNew Mexico!s 

exports lo Asia. . . I.· 
A number ofNew/"Mexico's important industries have a major stake in the health ofAsian 

economi(:s: .' , I . 


I
·. 	 By far, the state's largest exporter to Asia is the electric and electronicequipm~nt sector, 
which accounted for $593 million, or 94 percent, ofNew Mexico's Asian exports. This 
S(:ctor has also seen a tremendous increase in its exports to Asia in recent years. Between 
1993 and 1996, electric and electronic equipment exports from New Mexico t9 Asia ' 
increased 570 percent. i 

One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face simiJar economic and finhnciat 
difficulties. Such an event could have an even more significant impact on N~w Mexicb's 

, economy. l 

• 	 In ]996, New Mexico exported $709 ITrilli0n ofmerchandise to the world' s de~eloping 
nations. Exports to these countries accounted for 77 percent of the state' s tot~1 exports. 

. 	 I ' 
I 
I 
I 
I, 
I 
I 

.Sources: Department ofCommerce, Departmem ofAgriculture, SlAndard fA. P.oor's I 
Note: Asia ref,m to China, Hong Kong, Indonesia, Japan. Korea, Malaysia, Philippines, Singapore, Taiwan, and Thailand. i 
All export fipres n:fer to merdlandise expor1S" which consiSi ofmanuraclUres, agricuhuraJ and Jivestod, products. and other COI'IlIIlOdities. Except 
where otherwise noted, ClCpOIl figures are calc:uJaled based on the location ofcxpor1ef. which is not necessarily the same as the 1oc:aI~ ofprochicer. 
, 	 . I 



THE IMPORTANCE OF ASIA TO NEVADA 

i 
Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an impo~nt 
component ofU.S. economic growth. Today, exports to Asia account for 30 percentlofallU.S. 
exports; ,agricultural exports to Asia constitute 40 percent ofall U.S. agricultural expdrts. Like 
the U.S. as a whole, the economy ofNevada has forged close ties with the economies] ofAsia. As 
a result, the financial crisis in Asia is likely to have a real impact on the lives ofNevada's residents 
and businesses. I 

. I 
• 	 Nevada exported SI77 million in merchandise to Asia in 1996. These exports accounted· 

Ifor 26 percent of the state's total merchandise exports. 

I
• 	 E"ports are an important vehicle ofgrowth for Nevada. Between 1993 and 1 Q96, the 

state's exports to Asia increased by 114 percent. Most notably, exports to Kot-ea 
increased 234 percent between 1993 and 1996, reaching $24.7 million in 1996] 

. 	 I 
A number ofNevada's important industries have· a major stake in the health ofA:.ian ~onomies: 

I 
• 	 The industrial machines and computers sector accounts for the largest share Of\Asian . 

exports, with $31 million, or 18 percent, of the goods that Nevada ships to the region: 
. 	 . I 

• 	 The electric and electronic equipm~nt sector, as well as the scientific and meas¥ring 
instruments sector, each exported over $21 million in merchandise to Asia in 1996. Each 

. 	 I 

sector accounts for roughly 12 percent ofNevada's exports to the region. i' 

• 	 Asian exports in the food products sector, which comprises 5 percent ofNevada's Asian 
exports, increased over 1900 percent, from $440,000 to 58.9 million, between 1993 and. 

1996.' '. I 

One important danger ofthe Asian financial crisis is the contagion effect - the possibility' that the 
trouble could spread and other developing nations could face similar economic and finJncial 
difficultiel'. Such an event could have an even more significant impact on Nevada's ec~nomy., 

•. 	 In 1996, Nevada exported $185 million of merchandise to the world's developi~g nations. 
Exports to these countries accounted for 27 percent of the state's total exportsJ 

. 	 I . 

I 

Sources: Deparlmml ofC_, Department ofA,griI:u~, Standard ~ Poot's 

Note: Asia refers to China, HOII8 Kong, Indonesia, J.apan. Korea, Malaysia, Philippines, Singapore, Taiwan, and Thailand. 

All export figures refCf to I'IIef'Chandise exports. ~ich comisc ofmanufacturcs, agricultural and livestock products, and other commodities. EXA:ept 

where otherwise.' notod. export figures are c:aladaud based on the 1000lion ofexpor1et'. whidl is not necessarily the same as the Iocaliori ofproducer. 


I 



THE IMPORTANCE OF ASIA TO NEW YORK i 
I 
I 

Over the past several decades, growth in international trade has made the world' s eco~omies 
increasingly interdependent. During that period, trade with Asia has be~ome an impo~ant 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent ?fall U.S. 
exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural exports. And, 
like the U.S. as a whole, the New York economy has forged close ties with the econoques of 
Asia. As a result, the financial crisis in Asia is likely to have a real impact on the lives brNew 
York's residents and businesses. ! 

I• 	 AllIlong the 50 states, New York is the third largest exporter to Asia. ! 

• 	 NI~w York exported $12.2 billion of merchandise to Asia in 1996. These exports 
accounted for 27 percent of the state's total merchandise exports. 

• 	 Exports have been a key vehicle ofgrowth for New York. Between 1993 and 996, the 
state's exports to Asia increased by 17 percent. 

! 

• 	 E"ports to Asia are an important component ofNew York's economy. In 1996, exports
I 

to Asia accounted for 2.0 percent of the New York's- gross state product. : 

'. A numbel" ofNew York's important industries have a major stake in the health of Asil 
economies. The state's principal sectors that export to Asia include: 

• 	 The industrial machinery and computers industry, which sent $2.0 billion in exports to 
A:sia in 1996,'accounting for 17 percent of the state's exports to Asia. I 

• 	 The agricultural sector was responsible for $1.5 billion,. or 12.2 percent, of the Igoods 
exported from New York to Asia in 1996. Between 1993 and 1996, the state'~ exports to 
A:sia in this sector increased 66 percent. I . 

. 	 I 
• 	 The chemical products sector, which sent $1.4 billion in exports to Asia in 1996, 


ac:counted for 12 percent ofthe state's Asian exports. I 

I 

I 

One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
I 

trouble could spread and other developing nations could face similar economic and financial 
difficulties. Such an event could have an even more significant impact on New York'~ economy. 

I 

• 	 In 1996, New York exported $16.1 billion of merchandise to the world's developing 
nations. Exports to these countries accounted for 36 percent of the state's ex~orts and 
2.6 percent ofthe gross state product. 	 i 

I 
I 

Souroes: [)qiartrnent ofCommcrce, Departmenl of AgriculluR. SIAndard &. pOOf"S I 
NOlI:: Asi. rcfi:n to China. H ...g Kong. Indonesia. Japan. Korea, Malaysia. Philippines. Sinp,pore. Taiwan, and Thailand. I 
All clCpOl1 fig\llres refer to men:handi!e elCpOCU. wIIich c:onsi.s1 ofmanufactures, agricultural and livestock produw, and olber ~itiC$. ElCCqIt 
wIIcrc otherwise noted, elCpOl1 figures arc l:alculalod based on !he location ofexpol1a'. wIIich is not necessarily the same as the locatiim ofproducer. 
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THE IMPORTANCE OF ASIA TO OHIO 
, 	 I 

, Over the past several decades, growth in international trade has made the world's e~nornies 
. increasingly interdependent. During that period, trade with Asia has become an imporant , 
compom:nt ofU.S. economic growth. Today, exports to Asia account for 30 percent: of all U.S. 
exports; agricultural exports to Asia constitute 40 percent ofall U.S. agricultural eXP9rts. The 
Department of Agriculture estimates that in 1996, Ohio produced $1.6 billion in agricultural 
exports. And, like the U.S. as a whole, the Ohio economy has forged close ties with ~he 
economi.~s ofAsia. As a result, the financial crisis in Asia is likely to have a real impa~t on the 
lives of Ohio's residents and businesses.' i 

i 
o Ohio exported $3.9 billion of merchandise to Asia in 1996. These exports acc10unted for 

17.4 percent ofthe state's total merchandise exports. I 

I 
I

• 	 Exports have been a key vehicle ofgrowth for Ohio. Between 1993 and 1996', the state's 
exports to Asia increased by 65 percent. . Most notably, exports to Korea incr~sed from 
$315 million to $772 million, a 145 percent increase, between 1993 and 1996.1 In addition, 
eKports to Indonesia increased from $43 million to $94 million over the same period. 

. 	 I 

• 	 A.mong the 50 states~ Ohio ranks 12th in exports to Asia. I
I 

A number ofOhio's important industries have a major stake in the health of Asian ecJnornies. 

The state's principal sectors that export to Asia include: . ! 


, 

• 	 The industrial machinery and computers industry, which accounted for $992 ~i1lion, or 

2S.3 percent, ofthe state's exports to Asia in 1996. . I " 


I 
• 	 The chemical products industry, which was responsible for $684 million ofOhio's 1996 


Asian exports. This sector accounts for over 17 percent of the state's exports.o the 

region. 


I 
! 

• 	 The electric and electronic equipment industry, which accounted for $404 millibn, or 10.3 
p(:rcent, of the state's exports to Asia in 1996. ' i 

I 

One important danger ofthe Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fin~ncial 
difficulties. Such an event could have an even more significant impact on Ohio's econbmy. 

. 	 I 

• 	 In 1996, Ohio exported $6.0 billion ofmerchandise to the world's developing ~ations. 
Exports to these countries accounted for 26 percent ofthe state's exports and 2.0 percent 
of its gross state product. I ,. 

Sourt:es: Department ofCornmen:e, Department ofAgricuhure, Standanf & POOl"& 

NOI¢: Alia refers to China, Hong Koog. Indonesia, Japan. Korea. Malaysia, Philippi-. Sinppore, Taiwan, and Thailand. I 

All export figu.'I:S refer 10 mctdIanclisc exports, wbk:h consist of rnanufamrres; agricultural and livc:st<xt. produds, and other commodities. Exc:cpl 

where otherwise noted, export figures are caI.:ulated bucd on the location ofelIpOrta', which is not necessarily the same as 1hc loeati~ ofproducer. 




THE IMPORTANCE OF ASIA TO OKLAHOMA I 

Over the past severaJ decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an impoftant 
component oru.s. economic growth. Today, exports to Asia account for 30 percenti ofaJl U.S. 
exports. And, like the U.S. as a whole, the economy ofOkJahoma has forged close ti~s with the 
economies of Asia. As a result, the financial crisis in Asia is likely to have a real impact on the 
lives ofOklahoma's residents and businesses. I 

• 	 OkJahoma exported $414 million ofmerchandise to Asia in 1996. These expOrts 
accounted for 18.1 percent of the state's total merchandise exports.' .' 

• 	 Agricultural exports to Asia constitute 40 percent ofall U.S. agricultural exp~rts.' The 
Department 6fAgriculture estimates that in 1996, Oklahoma produced an estimated 
$415 million in agricultural exports. ' 

• 	 Exports have been a key vehicle ofgrowth for Oklahoma. Between 1993 and11996, 
_the state's exports to Asia increased by 25.6 percent. ' i ' 

Oklahoma businesses sell a wide range ofproducts to Asia and therefore have a majoJ stake in" 
the health ofAsian economies. The state's sectors that export to Asia include: ' II ' 

, 	 I 
• 	 The industrial machinery and computers sector, which in 1996 sent goods worth S109 , 

million to Asia. This sector accounted for 23 percent ofthe state's exports to:Asia. " 

• 	 The transportation industry sector, which sent S54 million, or 11 percent, oft~e state's 
Asian exports in 1996. I 

I 
• 	 The refined petroleum products sector, which in 1996 exported S53 million and, 

a,ccounted for 11 percent ofOklahoma's Asian exports. 

Ope important danger of the Asian financial crisis'is the contagion effect -' the possiqility that 
the trouble could spread and other developing nations could face similar economic and 
financia:I difficulties. Such an event could have an even more significant impact on I 
Oklahoma's economy. I 

I 

o In 1996. Oklahoma exported $1.2 billion ofmerchandise to the world's develdping 
, 	 I 

nations. Exports to these countries accounted for 46 percent ofthe state's exports. 
! 

soun:es; Depnr1ment of'Cocumen;:e. Depu1ment ofAsritultun:.Standard &. pllQ£'lJ 

Note: Aai& refers to China. Hon, Kong. Indonesia, Japan. Korea, Malaysia:. Philippines, Singapore, Taiwan, and Thailand. , 

All export figures refer to merchandise cxp«!s, which COIUist of'manufldUl'ca, agrituhural and Jivestodc products, and ocher QOmmOdities. Except 

\\'bcrc otherwi;R IIOkd, export figum ~ ealcullW:\d baaed on the location ofexponer, which is not necessarily the _ &!I the locatIon of'procIw:er. 




. THE IMPORTANCE OF ASIA TO OREGON 

Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an important 
component ofUS. economic growth. Today, exports to Asia account for 30 percent ~fall US. 
exports; agricultural exports to Asia constitute 40 percent' of all US. agricultural expo~s. Like 
the US. ellS a whole, the economy ofOregon has forged close ties with the economies Of Asia. As 
a result, the financial crisis in Asia is likely to have a real impact on the lives ofOregon's reside~ts 
~~~. I . 

I 
I

• 	 Oregon exported S5.4billion in merchandise to Asia in 1996. These exports a9counted 
for 64 percent of the state's total merchandise exports. I 

• 	 Exports to Asia are an important component of Oregon economy. In 1996, oJegon>s 
Asian exports accounted for 6.3 percent ofthe state's gross state product. 

• 	 Exports have been a key vehicle ofgrowth for Oregon. Between 1993 and 1996, the 
state's exports to Asia increased by 65 percent. ! . ) . 

I 

• 	 Most notably> exports to Korea, which received 17 perce~t ofOregon's Asian Ilexports in 
1996, increased from $428 million to $905 million between 1993 and 1996. , 

I 

• 	 Among the nation's 50 states. Oregon is the sixth largest exporter to Asial· 
. . 	 I 

A number ofOregon's 'important industries have a major stake in the health of Asian ~onomies: 
, 	 . . , I 

• 	 The agricultural sector accounted for $2.7 billion, or 50 percent, ofOregon's 'i'Sian 
e"ports in 1996. : 

I 
I 

• 	 The electric and electronic equipment sector is responsible for S1.1 billion ofthe state's 
1996 exports to Asia. Exports from this sector, which account for 22 percent :ofOregon's 
Asian exports, increased from $4 ] 6 million to $1.2 billion, 186 percent, between 1993 and 
1996. 

I 
I 

., 	 The industrial machines and computers sector sent $505 million in exports to Asia in 
1996. These exports accounted for 9 percent of the state's Asian exports. nus sector 
increased its Asian exports from $246 million to $505 milJion, a 105 percent irtcrease, 
between 1993 and 1996. I 

I 

One important danger of the Asian financial crisis is the contagion effect - the possi~ility that the 
trouble could spread and other developing nations could face similar economic and fi~ancial . 
difficu1ties. Such an event could have an even more significant impact on Oregon's eConomy. 

. . ,. . 	 I 
. 	 , 

Soun:ca: Dcp:u1ment ofCommcn:c. Department of Alriculrure. Standard " Poor's 	 Iv 

Note: Alia refers to China, Hong Kong. lDdonelIia, Japan. Korea. Malaysia, Philippines. SingapoR. Taiwan, and Thailand. . 

All export figures refer \0 men:handisc exports. which consist ofmanufactures, agrialhural and livcst«k ~ and other oommixJitiea. Except 

where otherwise noIcd, export figures ate calculated based on \he location ofexporkr. which is not necessarily the lUlI'I\e as \he location ofprodum'. 
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ITHE IMPORTANCE OF ASIA TO PENNSYLVANIA I 

I 
Over the past several decades, growth in international trade has made the world' s eco~omies 
increasinl~y interdependent During that period, trade with Asia has become an important 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent ;of all U.S. 
exports; Ilgricultural exports to Asia constitute 40 percentofall U.S. agricultural exports. The 
Departmc!nt of Agriculture estimates that in 1996, Pennsylvania produced S557 milliow:' in 
agricultural exports. And, like the U.S. as a whole, the Pennsylvania economy has forged close 
ties with the economies ofAsia: As a result, the financial crisis in Asia is likely to have a real 

. J 

impact 011 the lives ofPennsylvania's residents and businesses. . 	 :. , 
l 

• 	 P,ennsylvania exported $4.0 billion of merchandise to Asia in 1996. These exports 
al~counted for 23 percent ofthe state's total merchandise exports. ! 

I, 
• 	 Exports have been a key vehicle ofgrowth for Pennsylvania. Between 1993 and 1996, the 

state's exports to Asia increased by 29 percent; mostnotably, state exports to ~ndonesia 
increased from $47 million to S122 miUion from 1993 to 1996, an incre~ of J60 percent. 

! 

• 	 Among the 50 states, Pennsylvani~ ranks tenth in exports to Asia. i
I 

! 

A number ofPennsylvania's important industries have a major stake in the health of ~sian 
economies. The state's principal sectors that export to Asia include: 

• 	 The electric and electronic equipment industry. which accounts for $862 millicln, or 21 
percent, ofthe state's exports to Asia. . I 

i 
• 	 The chemical products industry. which was responsible for $832 million ofthe~ 

merchandise that Pennsylvania exported to Asia in 1996. Exports in this sect~r account 
for nearly 21 percent ofthe state's total to the region. I 

I 
. 	 I 

• 	 The industrial machinery and computers industry, which accounts for $778 million, or 
19.3 percent, of the state's exports to Asia. This sector has increased its Asiait exports 
from $484 million in 1993 to $778 million in 1996, and increase of61 percent.!, 

I 

One important danger ofthe Asian financial crisis is the contagion effect - the possitiility that the 
trouble could spread and other developing nations could face similar economic and fidancial 

I 

difficulties. Such an event could have an even more significant impact on Pennsylvani~'s 
economy. I 

• 	 In 1996, Pennsylvania exported $6.4 billion of merchandise to the world's dev~loping 
nations. Exports to these countries accounted for 36.4 percent of the state's ~xports and 
2.0 percent ofthe gross state product. 	 . 

Soura:s: [)c:p.utrnent ofcommerce. DepaItrnr:nI ofAgrKuItute. Slandatd &. Poor's 

Note: Asia refcn to China. Hong Kong. Indonesia, Japan. Korea, Malaysia, Philippines. Singapore. Taiwan. and Thailand. 

All export figl.ll'el referto merchandise eKjlOl't.s. Which camiSl of flWIUfadurcs, 1I~ltural and livestock products, and other COII'IR'I!l'Iities. Except 

where otherwise noted. export figures are calallaled based on the location oftlCpOl1er, which i$ not ~Iy the same as the Ioc;ation ofproducer. 


. . 	 . II 
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I 
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. THE IMPORTANCE OF ASIA TO RHODE ISLAND I. 
Over the past several decades, growth in international trade has made the world's econpmies 
increasinglly interdependent. During that period, trade with Asia has become an important 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent qf all U.S. 
exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural expoflts. Like 
the U.S. as a whole, the Rhode Island economy has forged close ties with the economies of Asia. 
As a result, the financial crisis in Asia is likely to have a real impact on the lives ofRhotie Island's 
residents ~md businesses. I . 

I 
i

• 	 Rhode Island exported $217 million ofmerchandise to Asia in 1996. These exports 
accounted for 23 percent of the state's total merchandise exports. I 

I 
• 	 Exports have been a key vehicle ofgrowth for Rhode Island. Between 1993 Jd 1996, 

th~~ state's exports to Asia increased by 41 percent. ! 

• 	 Most notably, the state's exports to Korea increased from $14 million to $26 Jl1illion 
between 1993 and 1996. 

, 
I 

A number ofRhode Island's important industries have a major stake in the health ofMian 
economie!;. The state's principal sectors that export to Asia include: .. I· . 
• 	 The electric and electronic equipment industry, which accounted for $72 million, or 33 

percent, of the state's exports to Asia in 1996. I 
I 

• 	 The industrial machines and computers sector exported $25 million in merchankise to Asia 
in 1996. These exports accounted for 11 percent of Rhode Island's total to the: region. 

; 

• 	 The scientific and measuring instrument industry, which accounted for $15 million, or 7 
percent ofthe state's exports to Asia in 1996. ! ' 

I 
• 	 The fish and other marine products sector, which accounted for 7 percent ofth~ state's 

1996 Asian exports, increased from $5.8 million to $14.8 million, between 1993 
I 

and 1996. 
. I 

I ' 

One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and financial 
difficultie!i. Such an event could have an even more significant impact on the econom~ of Rhode 
Island. ' 

, 
I 
I 

Sources: Departmml ofC:lmmm:e. [)epart!nem ofApiwhure. Standard &. Poor'. I 
Note: Asia refers to China, Hang Kong. Indooesi.. Japan. Korea. Malaysia. Philippines, Sifl8lPOl'll. Taiwan. and 'Thailand I 
All expon figurca refer to merdIandise exporU. which OOII5ist of lIWlufadllRS. agricultural and livcslock products. and other commodities. Exc:ept 
where otberwile noted, expon figures arc calcula1ed based on the localm ofcxpol1cr. which is not necessarily the same as the Icx:atio!t ofprodu.::e1'. 



mE IMPORTANCE OF ASIA TO soum CAROLINA 

Over the past several decades, growth in international trade has made the wortd' s eco~omies 
increasingly interdependent. During that period, trade with Asia has become an impo~t 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent pfall U.S. 
exports; agricultural exports to Asia constitute 40 percent ofalt U.S. agricultural exports. The 
Department ofAgriculture estimates that in 1996, South Carolina produced $348 millipn in 
agricultural exports. And, like the U.S. as a whole, the economy ofSouth Carolina ha~ forged 
close ties with the economies ofAsia. As a result, the financial crisis in Asia is likely to have a 
real impact on the lives ofSouth Carolina's residents and businesses. i 

• 	 South Carolina exported $713 million ofmerchandise to Asia in 1996. These exports 
• 	 I 

accounted for 15 percent of the state's total merchandIse exports. ! 

i 
• 	 E"ports have.been a key vehicle ofgrowth for South Carolina. Between 1993 land 

1996, the state's exports to Asia increased by 27 percent. 1 

I 
A number of South Carolina's important industries have a major stake in the health off\sian . 
economies. The state's principal sectors that export to Asia include:·· i 

, ! 
I 

• 	 The electric and electronic equipment sector, which in 1996 sent goods worth ~ 177 
million to Asia. Exports in this sector are responsible for 25 percent of South I 
Carolina's exports to the region. . 

I 
I 

• 	 The chemical products industry, which exported $161 million in merchandise t6 Asia 
in 1~96 and accounted for 23 percent of the state's total Asian exports. 

• 	 The industrial machinery and computers sector, which in 1996 was responsible'lfor 
$137 million, or 19 percent, ofSouth Carolina's Asian exports. 

I 
One important danger of the Asian financial crisis is the contagion effect - the possibility that 
the trouble could spread and other developing nations could face similar economic and! 
financial difficulties. Such an event could have an even more significant impact on South 
Carolina'!; economy. . 

• 	 In 1996, South Carolina exported S1.7 billion ofmerchandise to the world's i 

developing nations. Exports to these countries accounted for 36 percent ofth~ state's 
I 

exports. 
i 
I 

I 

i 

Sources: Dep.utmcnt ofCammen:e, DepaI1ment ofAgriculture. St&nd.ud ~ Poor~s I 

Ncu: Asia rcfcn to China, Hong Kong. Indonesia.. Japan. Korea, Malaysia.. Philippines, Singapore. Taiwan. and Thailand. ! 

All ClCpOI1 figul'CII refer to mcrdlandi.se expor1a. which l:OI1Sist ofl'IW'lufaclurcs. agriwltural and livestock products, IIIId other COIJII'IIOditics. Except 

where otherwise noted. export figures ate cak:ulated based on the !O(;a\m ofexporter. which is nol ncccssarily the same as the locatiOn ofproducet'. 


I 
i 
I 
r 

I 
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I 
THE IMPORTANCE OF ASIA TO SOUTH DAKOTA I 

! 

Over the past several decades, growth in international trade has made the world's ecoqomies 
increasingly interdependent. During that period, trade with Asia has become an impot1:ant 
component ofUS. economic growth. Today, exports to Asia account for 30 percent ofalt US. 
exports. ,And, like the US. as a whole, the South Dakota economy has forged close tifs with the 
economies ofAsia. As a result" the financial crisis in Asia is likely to have a real impact on the 
lives of South Dakota's residents and businesses. !,, 

• 	 Agricultural exports to Asia constitute 40 percent of all US. agricultural exporjts. The 
Dt~partment ofAgriculture estimates that in 1996, South Dakota produced $1.2 billion in 
agricultural exports. . I " 

i 

• 	 E)~ports have been a key vehicle ofgrowth for South Dakota. Between 1993 and 1996, 
the state's exports to Asia increased by 327 percent. I' 

South Dakota businesses sell a wide range of~roducts to Asia and therefore have a mJjor stake in 
the health ofAsian 'economies'. The state's principal sectors that export to Asia include:" :': ' . 

. I 
• 	 ,The industrial machinery and computers industry, which accounts for $39 million', or 48 

, percent, of the state's exports to Asia. South Dakota's Asian exports in this sebtor 
inc:reased 493 percent between 1993 and 1996. f 

• 	 The electric and electronic industry, which exported $20 million from South DJkota to 
Asia in 1996, accounting for 24 percent of the state's exports to the region. E~ports in 
this sector increased by 298 percent between 1993 and 1996. ! ' 

! 

• 	 The scientific and rneasuringinstrument industry, which accounts for $16 millidn, or 19 
percent, ofthe state's exports to Asia. ' 

!
i 

I 
One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and financial 
difficulties.. Such an event could have an even more significant impact on South Dakot~'s 
economy. 

Sources: Dcpa1tmcnt ofCoownen:e, Depu1ment ofAgiculture, Slandard &. Poc&'s 

Nole: Asi. refft'l to China, Hong Kong. Indonesia., JapIUl. Korea, Malaysia, Philippines, Singapore, Taiwan. and Thailand. i 

All c!lpOlt figurc~ mer to merd!andise exportS. which consist ofmanuf~rcs, agricultural and livestock products. and other conunodities. Except , 

where OIherwise noled.. e!lpOlt ligures are c:alculaled based on the location ofexporter. which is not neccs.sarily the same as the loca1iori ofprodum-. 


I 

! 
i 



II 

THE IMPORTANCE OF ASIA TO TENNESSEE 


Over the past several decades, growth in international trade has made the world's ecohomies 
increasingly interdependent. During that period, trade with Asia has become an impo~t 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent iof all U.S. 
exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural expqrts. Like 
the U.S. as a whole, the econorpy ofTennessee has forged close ties with the econo~es of Asia. 
As a result, the financial crisis in Asia is likely to have a real impact on the lives ofTennessee's . 
residents and businesses. I 

I 

• 	 . Tennessee exported $2.7 billion ofmerchandise to Asia in 1996. These exports 
a~~counted for 29 percent of the state's tetal merchandise exports .. 

• 	 Exports have been a key vehicle ofgrowth for Tennessee. Between 1993 and i 
! 

1996, 
. the state's exports to Asia increased by 133 percent. . i 

A number of Tennessee's important industries have a major stake in the health. of AsiJn 
economh~s. ,The state's principal sectors that export to-Asia include:. . 

The agricultural sector, which in 1996 sent goods worth $1.2 billion to Asia, 
a(:counting for 43 percent ofTennessee's exports to the region. I 

The chemical products industry, which exported $380 million in merchandise t6 Asia 
illl 1996, accounting for 14 percent of the state's exports to the region. I 

. 	 I 

• 	 The industrial machinery and computers sector, which in 1996 was responsible for 
$262 million, or 10 percent, ofTennessee's Asian exports. I 

One imp()rtant danger of the Asian financial crisis is the contagion effect- the possi~ility that 
the trouble could spread and other developing nations could face similar economic and 
financial difficulties. Such an event could have an even more significant impact on i 
Tennessee's economy. ! 

I 

• 	 In 1996, Tennessee exported $4.1 billion of merchandise to tht:, world's develdping 
rultions. Exports to these countries accounted for 44.1 percent ofthe state's e~ports 
and 2.9 percent of its total gross state product. I 

SOI.ITIX':I: Department ofc-ce, Department of Agriallturc, Standard &. Poar's 

Note: Mia refm to China. Hong Kong.lndoncsia, Japan. Korea, Malaysia, Philippines, Singapore, Taiwan. an.d Thailand. 

All expert figvra refer to merchandise exports. ..mid! consist ofmanuf84'lUra, agricultural an.d livestock produClll, and other ~itics. Except 

where oIhcrwi:1C noted. expert figures are calcula1ed based on the location of I:xpOOer, whid! is not necessarily the same as the locatiOn ofproducer. 
. 	 . I 

I 
! 



THE IMPORTANCE OF ASIA TO TEXAS 

Over the past several decades, growth in international trade has made the world's eco:nomies 

increasingly interdependent. During that period, trade with Asia has become an important 

compommt of U.S. economic growth. Today, exports to Asia account for 30 percent! of all U.S. 

exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural exports. The 

Department of Agriculture estimates that in 1996, Texas produced $3.6 billion in agripultural 

exports. And, like the U.S. as a whole, the economy of Texas has forged close ties with the 

economiles of Asia. As a result, the financial crisis in Asia is likely to have a real impict on the 

lives of Texas's residents and businesses. 
 I 

o 	 Among the 50 states, Texas is the fourth largest exporter to Asia. 

o 	 Texas exported $10.0 billion of merchandise to Asia in 1996. These exports accounted 

for 20.7 .percent of the state's total merchandise exports. 


" 	 Exports have been a key vehicle of growth for Texas. Between 1993 and 1996, the state's· 
exports to' Asiaincreased by 46 percent. .. 

A numbe:r ofTexas's important industries have a major stake in the health of Asian economies . 
. The states principal sectors that export to Asia include: -I 

o 	 The chemical products industry, which sent $2.4 billion of merchandise to Asia in 1996, 

accounting for 24 percent of the state's exports to the region. 


" 	 The electronics and electric sector, which in 1996 sent goods worth $3.7 billion to Asia 

and was responsible fo~ 37 percent ofTexas's Asian exports. 


" 	 The industrial machinery and computers sector, which in 1996 was responsible for $1.5 

billion, or 15 percent of Texas's Asian exports. 


One important danger of the Asian financial crisis is the contagion effect - the possilJi1ity that the 
trouble could spread and other developing nations could face similar economic and firlancial 
difficulti(~s. Such an event could have an even more significant impact on Texas's ecdnomy. 

• - In 1996, Texas exporte~ $32.5 billion of merchandise to the world's develoPiJg nations. 
Exports to these countries accounted for 67.3 percent of the state's exports arid 5.9 
percent ofTexas's gross state product. 

soun:cs: DepIl1mCnt ofCornmm:e, Depu1ment of Agriallture, Stan~ II. P.oar'~ 

Note: Asia rdm to China. Hong Kong. Indonesia. Japan. Korea, M.la~ia. Philippines. S~, Taiwan, and Thailand. I 

All export fig1:JmI refer to merchandise exports, ~ch consist of manufacnares, agr1rultural and livestock products, and other comm~ities. Except 

where oCherwiac noted. export figures are calculated baaed on the location of exporter, which is not ncc:essarily the same as the location of producer. 




THE IMPORTANCE OlF ASIA TO UTAH 

, 	 I 
Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an impo~ant 
component of U.S. economic growth. Today, exports to Asia account for 30 percent of all U.S. 
exports; ngricultural exports to Asia.constitute 40 percent of all U.S. agricultural expdrts. Like 
the U.S. IlS a whole, the economy ofUtah has forged close ties with the economies oflAsia. As a 
result, thl~ financial crisis in Asia is likely to have a real impact on the lives ofUtah's residents and 

• 
busmesses. . 

I 
:. 
i 

• 	 Utah exported Sl.1 billion in-merchandise to Asia in 1996. These exports accounted for. 
40.3 percent of the state's total exports. 	 I 

• 	 Exports to Asia are an important component ofUtah',s economy. In 1996, Utah's Asian 
e'~ports accounted for 2.3 percent of the state's gross state product. 

e· 	 Between,1993 and 1996, the state's exports.to Asia.increased by 26 percent. . i
i 

A numbelr of Utah's important industries have a major stake in the health ofAsian. eco~omies:. 
. .. 	 .. I 

• 	 The industrial machines and computer sector was responsible for S21 0 million ~d 
a(:counted for 19 percent of the state's Asian exports. Exports from this sector increased 
789 percent between 1993 and 1996. ' '.... 

• 	 The electric and electronic equipment sector is the second largest source ofutk·s exports 
tel Asia, with about S181 million, or 16 percent ofthe state's total to the regio~ in 1996. 

• 	 Utah's transportation equipment sector exported S123 million to Asia in 1996,/accounting 
fer 11 percent of the state's exports to the region. ' 

I 
One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fin~cial 
difficulties. Such an event could have an even more significant impact on Utah's economy. 

. 	 I 

i 

I 
Sources: Depanment ofCommcrcc, Department orABricuhW'e. Standa.rd &. Poor's I 
Note: Asia refID to China, Hong Kong, Indoocsia. Japan. Korea, Malaysia. Philippines. Singapart, Taiwan, and Thailand. I 
All expert figures refer to l'IICI'dIandise experts. whim consisI ofmanufactures, agricuhural and livatock produCb. and other c:ommOdilies. Except 
when: oIhcrwVlC noIc:d. expert figures arc c;ak:ulalcd ~ 00 !he localion ofexporter. whidI is not ncccssariJy!he same L'I the loc:atiim ofproducer. 

I 

I 
I 
! 
I 

! 
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THE IMPORTANCE OF ASIA TO VERMONT . 
. 	 I 

Over the past several decade~, growth in intematJonal trade has made the world's eco~omies 
increasin!py interdependent. During that period, trade with Asia has become an impo~ant 
compone:nt ofU.S. economic growth. Today, exports to Asia account for 30 percent ofall U.S. 
exports; !~gricultural exports to Asia constitute 40 percent of all U.S. agricultural exp~rts. Like 
the U. S. IlS a whole, the Vermont economy has forged close ties with the economies ofAsia. As 
a result, the financial crisis in Asia is likely to have a real impact on the lives of Vermont's 
residents and businesses. 	 : 

• 	 Exports have been a key vehicle ofgrowth for Vermont. The state's exports ti Asia in 

1996 were 28 percent higher than in 1993 ! . 


I 
I 

• 	 Most notably, the state's exports to Japan increased by 172 percent, from 512.3 million to 
5335million; and to Indonesia, by 174 percent, from 5418,000 to 51.1 milli01' 

A number of Vermont's important industries have a major stake in the health of Asian 'Ieconomies . 
. The state's sectors that export to Asia include: " . . I . . " 

! 

• 	 The industrial machinery and computers sector, which exported 520,0 million and 

ac:counted for 25 percent of the state's exports to Asia in 1996. I 


. 	 I 
• 	 The fabricated metal products industry, which is responsible for 510.5 million, or 13 


p~:rcent, of Vermont's 1996 Asian exports. 


• 	 The textile mill products industry, which accounts for 58.8 million, or 11 percent, of the 
state's exports to Asia. Vermont's Asian exports in this sector increased by 395 percent 
bE:tween 1993 and -1996. 

• 	 The electric and electronic equipment industry, which exported 57.7 million, aclcounting 

for 9.8 percent ofthe state's exports to Asia in 1996. . I 


I 
I 

One important danger of the Asian financial crisis is the contagion effect -.:... the possibility that the 
trouble could spread and other developing nations could face similar economic and finimcial 
difficulties. Such an event could have an even more significant impact on Vermont's e~conomy. 

• 	 In 1996, Vermont exported $89.2 million of merchandise to the'world's develJping 

nations. Exports to these countries accounted for 3.4 percent of the state's exports. 


Sources: DepIl1ment orCornmen:c. Department orA&ric:ulture. Standard &: POOl". ' 
Note: Asia refm to China. H0II8 Kong. Indonesia., Japan. Korea, Malaysia. Philipplne:s. Singapore, Taiwan, and Thailand. ; 
All export figun:a refer to mcrcbandisc cJCpOl1s. wtrich oomisl orma.nllf.lctun:a. agricultural and livestoclc procIIICIs, and other oonunoditie:s. Except 

............__....._'"'W,........-:...""""'"ol.......... """".""'.......,;" .. _ ..."""i"--. 

i 

I 

i 
I 
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THE IMPORTANCE OF ASIA TO VIRGINIA l 

i 
Over the past severaJ decades, growth in intemationaJ trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an important 
compone:nt orus. economic growth. Today, exports to Asia account for 30 percentIofall US. 

I 

exp~rts; ,Ilgricultural exports to Asia constitute 40 percent of all U.S. agricultural exports. The 
Department of Agriculture estimates that in 1996, Virginia produced $490 million in ~gricultural 
exports. Like the US. as a whole, the economy of Virginia has forged close ties with! the 
economic~s ofAsia. As a result, the financial crisis in Asia is likely to have a real impact on the 
lives ofVirginia's residents and businesses. I . 

. 	 ! 

• 	 Virginia exported $2.9 billion of merchandise to Asia in 1996. These exports ~ccounted 
for 26.5 percent ofthe state's total merchandise exports., : 

I 
I 

• 	 Exports have been a key vehicle ofgrowth for Virginia. Between 1993 and 19~6, the . 
state's exports to Asia increased by 20.8 percent. 

A number of Virginia's important industries have a major stake in the health of Asian ~conomies. 
The state's principal sectors that export to Asia include: 

• 	 The transportation equipment sector, which in 1996 was responsible for S358lrullion, or 
12 percent, of Virginia's Asian exports. I . 

I 
• 	 The industrial machinery and computers sector, which in 1996 sent goods worthS246 

million to Asia andwas responsible for over 8 percent ofVirginia's exports toithe region. 

I 
One important danger of the Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and fin~ncial 
difficulties. Such an event could have an even more significant impact on Virginia's eConomy. 

I 
• . 	 In 1996, Virginia exported.S4.4 billion of merchandise to the world's developi~g nations. 

Exports to these countries accounted for 40 percent ofthe state's exports I 

SOIJfCCS: Department of'~ Depar1ment ofAgriculture, Standard &: Poot'S I 
Note: Asia refers 10 China. Hong Kong. Indonesia. Japan. Korea. Malaysia., Philippines, Sinpporc. Taiwan. and Thailand. . I 
All ellJ'Ol"l figum reia' to merchandise exports.. \Nkich consist ofma.nufa.:tuns, agricultural and livestock products, and other c:omrnoltitiC$. Except 
where otherwise noted, ellJ'Ol"l figures are calc:ulated based on the location ofexporter. \Nkich is not ~Iy the sarne as the Joc:atioo ofproducer. 



THE IMPORTANCE OF ASIA TO WASHINGTON !
I 

I 

Over the past several decades, growth in international trade has made the world's economies 
increasingly interdependent. During that period, trade with Asia has become an impo~ant 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent ;ofa11 U,S. 
exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural exports. The 
Departm«:nt ofAgriculture estimates that in 1996, Washington produced $2.0 billion itt 
agricultural exports. And, like the U.S. as a whole, the economy ofWashington has f9rged close 
ties with the economies of Asia. As a result, the financial crisis in Asia is likely to have a real 
impact on the lives ofWashington's residents and businesses. 	 I 

• 	 Among the 50 states, Was~ington is the second largest exporter to Asia. I 

. , 


• 	 Washington exported $13.9 billion in merchandise to Asia in 1996. These expbrts 

accounted for 54.6 percent of the state's total merchandise exports. I 


. 	 I 

I 
I 

• 	 Exports to Asia are an important component ofWashington. economy. In 1996, .' 
Washington's Asian exports accounted for.S.7 percent of the state's gross stat~ product

I 
I 

A number ofWashington's important industries have a majcr stake in the health of Asian 

economies: ' .' I


'. 	 . . I 
i 

• 	 The transportation equipment sector accounted for 48 percent, or $6.6 billion, ;ofthe 

stilte's Asian exports in 1996. I 


I 

• 	 Lumber arid wood products were responsible for $2.6 billion ofWashington's ~xports to 
Asi~ in 1996. This sector accounted for almost 19 percent of the state's exp01sto the 
region. I • 

I 

• 	 The $1.3 billion of exports in the fishing industry accounted for just under 10 plercent of 
Washington's exports to Asia in 1996, making it the third largest source of Asi~n exports. 

I 

While healthy economies in all of the Asian nations are in Washington's interests, a feJ, nations 
are of particular importance. I 

• 	 Japan is the leading destination in Asia for Washington's exports, with 45 percent. 
I 
I 

• 	 Korea receives just under 15 percent of Washington's Asian ,exports. 
I 


I
, 
. 	 I 

One important danger ofthe Asian financial crisis is the contagion effect - the possibility that the 
trouble could spread and other developing nations could face similar economic and finincial 
difficulties. Such an event could, have an even more significant impact on washington'l economy. 

i 
I 
I 

I 	 Sources: I)epar1lment ofCommerce.I)ep4rtment of Agriwhure. SWIdard &. Poor'. II 
N()(c: Asia mCill to China. Hong Kong. Indoneaia, Japan. Korea. Malaysia, Philippines, Singapore. Taiwan, and Thailand. 
All export figures refer to merchandise exports. wl)ich consist of manufactures, agricuhwil and livmodt products, and other commodities. EKccpt 
where othcTwi5l~ noIed, eKpOl1 figures are calculated based on the location ofexporter. which is not ncc:essarily the same as the locatiolJ ofproducer. 

. 	 I 
I 

J

I 



THE IMPORTANCE OF ASIA TO WISCONSIN 

-	 . . 
Over the: past several decades, growth in international trade has made the world's ecqnomies 
increasingly interdependent. During that period, trade with Asia has become an important 
component ofU.S. economic growth. Today, exports to Asia account for 30 percent ofall U.S. 
exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural exp~>rts. The 
Department ofAgriculture estimates that in 1996, Wisconsin produced $1.4 billion in agricultural 
exports. And, like the U.S. as a whole, the Wisconsin economy has forged close ties :with the 
economies ofAsia. As a result, the financial crisis in Asia is likely to have a real impact on the 
lives of Wisconsin's residents and businesses.' I 

I .. 	 Wisconsin exported $1.7 billion ofmerchandise to Asia in -1996 . These expofjts accounted 
f.or20.2 percent ofthe state's total merchandise exports. 

I 
I .. 	 Exports have been a key vehicle ofgrowth for Wisconsin .. Between 1993 and. 1996, the 

state's exports to Asia increased by 77 percent I 
I 

I 
I 

.. 	 Most notably, state ,exports to Indonesiaincreased by 252 percent;. and to Malaysia, by 

188 percent. 


A numb~~r ofWisccnsin's important industries have a major stake in the health of Asi~n 
, economies. The state's principal sectors that export to Asia include:, I . 

I 

.. 	 The industrial machinery and computers industry, which was responsible for $:563 million . 
in exports in 1996, accounting for 33 percent ofthe state's exports to Asia. Exports from 
Wisconsin to Asia in this sector increased by 87 percent between 1993 and 19~6. 

i 
I . 

• 	 The scientific and measuring instrument industry, which is responsible for $433 million, or 
26 percent, ofWisconsin's 1996 exports to Asia. I 

• 	 The electric and electronic equipment industry, which exported $152 million ld ­
accounted for 9 percent of the state's exports to Asia in 1996. 


i 
One important danger ofthe Asian financial crisis is the contagion effect - the possitiility that the 
trouble could spread and other developing nations could face similar economic and firlancial 
difficulties. Such an event could have an even more significant impact on Wisconsin's economy. 

.. 	 III 1996, Wisconsin exported $2.4 billion ofmerchandise to the world's devel~ping 

nations. Exports to these countries accounted for 28.3 percent of the state's ~xports. 


. 	 , 

Souroa; Deplartmmt or~ Department orAgricutwre, Standard &. I!oor'& 

Note: Asia relen to Chin.. Hong Kong. Indonesia, Japan. Korea. Malaysia, Philippines, Singapore, Taiwan. and Thailand. I 


All eXpon figures refer to mcn:bandi-'C expol1a, whim consist ofmanufaaures, agricukuflIl and livestock produ&' and other ~t.ies. [Keepl 

where otberwise noIcd, export figures lU'e ealcull1ed based on the Iocalion orexporter. which is not necessarily the same as the location orproducer.


I 

I 
! 



mE IMPORTANCE OF ASIA TO WEST VIRGINIA 

Over th~' past several decades, growth in international trade has made the world's ecd~omies 
increasingly interdependent. During that period, trade with Asia has become an important 
compommt ofU.S. economic growth. Today, exports to Asia account for 30 percent! 

t 

of all U.S. 
exports; agricultural exports to Asia constitute 40 percent of all U.S. agricultural exp<;>rts. Like 
the U.S. as a whole, the economy ofWest Virginia has forged close ties with the ecoriomies of 
Asia. As a result, the financial crisis in Asia is likely to have a reat impact on the lives! of West 
Virginia's residents and businesses. I 

I 
West Virginia exported $231 million of merchandise to Asia in 1996. These exports 
accounted for 19.0 percent of the state's total merchandise exports. I 

I 

• 	 Exports have been a key vehicle ofgrowth for West Virginia. Between 1993 ~nd 
1996, the state's exports to Asia increased by 21.9 percent. I 

I 
, 

A number of West Virginia's important industries have a major stake in the health.oftuian .. 
economi,~s. The state's sectors that export to Asia include: . i· 

I 

D The chemical industry, which sent $96 million in merchandise from the state td Asia-in 
1'996. This sector accounts for 41.? percent of West Virginia's Asian exports.j 

I 
o 	 The bituminous coal and lignite sector, which in 1996 was responsible for $56 !million, 

or 24.4 percent, of West Virginia'S Asian exports. ! 

I 
o The primary metals sector, which in 1996 sent goods worth $24 million to Asia, 

I 

a,;counting for 10.3 percent ofWest Virginia's exports to the region. . I 
t 

I 
• . 	 t 

One important danger of the Asian financial crisis is the contagion effeCt - the possib~lity that 
the trouble could spread and other developing nations could face similar economic and 
financial difficulties. Such an event could have an even more significant impact on W~st 
Virginia's economy. - i 

• 	 In 1996, West Virginia exported $269 million of merchandise to the world's I 
dc~veloping nations_ Exports to these countries accounted for 22.1 percent of the 
state's exports. I 

Sources: Dep&r1ment ofCommcn:e, Depamnent ofAgncuhure, Standard It Poor', 

Note: Alia refen to China, Hong Kong, Indonesia, Japan. Korea. Malaysia, Philippines, Singapore. Taiwan, tUId Thailand. 

All export figures mer to merchandise expons, which consisI ofmanufactures. agriadtural tUId livestock products, tUId other commoaities. Except 

where otherwU:e noted, export figures are calculated based on the Joca1ion ofexporter, which is not necessarily the same as the loca1icln ofproducer. 


I 
I 
I 

I 

I 

I 
I 

i 



· 	 THE IMPORTANCE OF ASIA TO WYOMING. 

Over the past several decades, growth in international trade has made the world's economies 
• I . 

increasingly interdependent. During that period, trade with Asia has become an nnportant . 
component ofl!'S, economic growth. Today, exports to Asia ~ccount for 30 perce~tlof~l U.S. 
exports. And, hke the U.S. as a whole, the economy ofWyorrung has forged close ties With the 
economies of Asia. As a result, the financial crisis in Asia is likely to have a real impact on the 
lives ofWyoming's residents and businesses. 

• Agricultural exports to Asia constitute 40 percent of all U.S. agricultural exports. The· 
Department of Agriculture estimateS that in 1996, Wyoming produced $46 million in . 
agricultural exports. 

• Wyoming~s exports to Asia accounted for 19.4 percent ofthestate's total expprts. 

I 

• Exports have been a key vehicle of growth for Wyoming. 
state~s exportstoAsiai~creased by 73.2 percent. . 

Between 1993 and 1996, the 
. I·· .. 

Wyoming businesses:sello·awidennge·ofproducts to·Asia·and therefore;have·a major stake. in , . 
the health of Asian economies: , 

• 	 The food products sector, with $13 million of exports in 1996, accounts for 54 percent of, 
the state's Asian exports. Exports from this sector grew 830 percent bety.'eenl1993 and . 
1996. . , . . . . . I· . 

• 	 The bituminous coal and lignite sector was the second largest source or Wyoming's Asian 
exports in 1996, with $3 million, or 12 percent of the state's exports to the region.1 

While he:althy economies in all of the Asian nations are in Wyoming's interests: a few lations have 
particular importance. . . . I 

• 	 Japan is the leading destination ofWyoming's Asian exports, receiving 77 percent of the 
g'c>ods that the state sends to the region in 1996. . I 

One· imp()rtant danger ofthe Asian financial crisis is the contagion·eff"ect - the possi~i1ity thatthe 
'trouble could spread and other developing nations could face similar economic and' financial 

• 	 I 

difficulti(:s. Such an event could have an even more significant impact on Wyoming's 'economy. 

/ 

I 

Sources: DqNortmenl ofCommerce. Department:ofAgriculture:, Standard Ii Poor.'. . . I 


Note: Asia rcfen to China, Hong Kong, Indonesia. Japan. Korea, Malaysia. Philippines, Singapore, Taiwan. and Thailand. 

All export figures refer to mcn:twxIise exports. which ronsisl ofmanufactures, agricultural and livestoclc. products, and other oommOditics. Except 

where otherwise noted, export figures arc calcullikd based on the location ofexporter, which is not necessarily the same as the Iocati~ ofproducer. 


. 	 . . . I 

I 


