€

Patterns of Exchange Rates and Current
Accounts: The East Asian Waltz

Andrew Sheng*
Adjunct Professor
University of Malaya, Kuala Lumpur 50603
and

Tsinghua University, Beijing

Kwek Kian Teng**
Associate Professor
Faculty of Economics & Administration,
University of Malaya, Kuala Lumpur 50603

Cho Cho Wai
Faculty of Economics & Administration,
University of Malaya, Kuala Lumpur 50603

* Email: as@andrewsheng.net
** Email: ktkwek@um.edu.my

erqns

Accounts: The East Asian Waltz

Andrew Sheng
g Adjunct Professor
University of Malaya, Kuala Lumpur and Tsinghua University, Beijing

Kwek Kian Teng
Faculty of Economics & Administration, University of Malaya, Kuala Lumpur

Cho Cho Wai
Faculty of Economics & Administration, University of Malaya, Kuala Lumpur

August 2008

Abstract

The East Asian economies (Indonesia, Malaysia, the Philippines, Singapore, Thailand,
Japan, Korea, China, Hong Kong) have highly benefited from the process of regionalism
based on the US dollar as the anchor currency for at least for the past four decades.
Regionalism has also given new life to East Asia, as these countries have become more
integrated. However, integration through regionalism has also created market distortions
in the foreign exchange markets and the current accounts imbalance. This study attempts
to capture these distortions of these nine East Asian economies using the Phasor Analysis
of the circuit/network theory-of engineering. The method used also adopts Williamson’s
fundamental equilibrium exchange rates. The findings strongly show that for the last
decades or two, these East Asian economies have already engaged in a grand Waltz.
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