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Abstract
In the case of open economies such as Asian countries, the economic growth relies
heavily on international trade and capital flows. A higher level of interconnectedness would
contribute to the economic development and stabilities of these countries. We must also be
aware that capital market liberalization entails with it risks of economic fluctuation when a
large movement of capital flows is involved. Additionally, we may face the contagion effect
from other countries’ economic disturbances as evident from the global financial crisis at the

end of 2009.

This paper aims to develop a model to identify the effects of intra-regional capital
flows within the ASEAN+3 countries and within the European countries, and to compare
these effects between the two regional groupings. This paper has also suggested certain policy
recommendations to tackle the global and regional economic uncertainties in the future as well
as to look into international financial cooperation and policies on financial and investment

liberalization among the ASEAN+3 countries.

The study finds that in the case of Thailand foreign direct investment (FDI) flows from
the ASEAN+3 countries have a significant relationship with real GDP growth of the next 2-3
quarters. Foreign investments also help boost the employment rate and promote export-
oriented manufacturing industries. In the case of the ASEAN+3 region, we find that intra-
regional FDI has a positive effect on the economic growth in the region while there is no
significant relationship between intra-regional portfolio investment and real GDP growth. Our
results are supported by findings from previous studies that FDI flows have an impact on
domestic investment and productivity which eventually lead to both short- and long-run
economic growth. However, for the European countries, we find that both foreign direct
investment and portfolio investment flows from within the region do not have any significant

relationship with real GDP growth. Extra-regional FDI flows on the other hand have a positive



impact on Europe’s economic growth.

Certain policy recommendations to promote foreign direct investment and portfolio
investment include (1) to seriously commit to the ASEAN Free Trade Agreement (AFTA) and
related World Trade Organization (WTO) agreements in the reduction of tariffs and non-tariff
barriers (2) to shorten procedures and ease the conditions for foreign direct investors to buy
local companies (3) to facilitate further private investment by enhancing transportation
system, infrastructure, public utilities, and information and communication technologies, and
(4) to shorten procedures and ease the conditions of portfolio investments for both local and
foreign portfolio investors when possible volatility in stock exchange indices are already taken

into account.

In the regional aspect, we should support the development of Asian Bond Market under the
Asian Bond Markets Initiative (ABMI) to reduce risks from maturity mismatches and
exchange rate volatility. Not only could regional savings be used as a funding source for intra-

regional long-term investments, but it could also help strengthen the region’s bond markets.

Regarding external debt management, we must, at the country level, attach great importance to
the economic stability especially by employing rational fiscal and monetary policies. Financial
liberalization must be conducted in a systematic manner to ensure that external debt financing,
external debt allocation and utilization, and external debt servicing are correctly dealt with. At
the regional and international level, ASEAN Infrastructure Fund (AIF) should be set up to
exploit the region’s excess foreign reserves as a funding source for the development of local
infrastructure and pave a way for further economic growth. We should also put together a
regional economic surveillance system to monitor solvency and liquidity positions, and ensure
the congruity in policies from each country. Lastly, we may need a regional collective action

clause to ensure a smooth recovery in time of debt crisis.
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Exchange : MARKETCAP)
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dadruvesiuasnulundnnindnnuengiimade GDP (5) Rufanalszmane GDP fwmsungu

’

v A

UszimnaausneuFeu+3 uag (6) Usuiaau M3 s1oazipeainatl

aumMsvas nguilszmaansnougeu+3 (5 Uszmea)
Ln(RIP/RGDP) = 0.279*Ln(RIP/RGDP)(-1) + 0.108*(FDI_ASEAN3/GDP)
[2.19]** [3.85]***
+0.006*(FDI_non-ASEAN3/GDP) - 0.051*(PORT ASEAN3/GDP)
[0.49] [-2.08]*
+0.005*(PORT _non-ASEAN3/ GDP) - 0.003*(LOAN/GDP) + 1.244*Ln(RGDP)(-1)
[1.03] [-0.22] [5.08]***

- 1.129*Ln(M3)
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[-4.28]***
Arellano-Bond test for AR(1) =-1.79(0.074)
Arellano-Bond test for AR(2) =-0.81(0.416)
Sargan test = 24.46(0.040)

1 3
f1 p-value 112UAL

@uN15v04 Europe (3 Uszing)
Ln(RIP/RGDP) = 0.824*Ln(RIP/RGDP)(-1) - 0.271*(FDI_EU/GDP)
[8.21]*** [-3.21]***
- 0.184*(FDI_non-ASEAN3/GDP) - 1.572*Ln(RGDP)(-1) + 0.492*Ln(M3)
[-1.78]* [-0.93] [0.51]
Arellano-Bond test for AR(1) =-1.51(0.131)
Arellano-Bond test for AR(2) =-0.36(0.721)
Sargan test = 22.13(0.076)

1 I
A1 p-value TUIUAL
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6.2.3. dn31MRMULRUY
= Y o . A v
M5ANE1 19UV 1a09 Generalized Method of Moments (GMM) Taeiaulsawy (Dependent
. A o S Ay 9 doa o . Y o 1
variables) 9 0AT1ADNVINUNYNAIFUA wazalsneuen (Exogenous variables) 1&un (1) aadgu
Y9 IIUAINUTABATINNYUNAGD GDP (2) dAaIUUBIIUAINUIAIATINNUDNYNNIAAD GDP (3)
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1 a @ v d a 1 o 1 a @ [ 4
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E4

ilnage GDP (5) Ruduinanilszmade GDP dmSunguilszmaaunsnondeou+3 uaz (6) Usum

U M3 510az1ealiagi

auN5U9 ASEAN+3 (5 Uszing)

Ln(MLR) = 0.738*Ln(MLR)(-1) + 0.045*(FDI_ASEAN3/GDP) - 0.012*(FDI_non-ASEAN3/GDP)
[5.40]%** [1.07] [-0.58]
+0.009*(PORT_ASEAN3/GDP) + 0.005*(PORT_non-ASEAN3/GDP) - 0.026*LOAN/GDP

[0.19] [0.62] [-1.02]
+0.584*Ln(RGDP)(-1) + 0.038*Ln(M3)
[2.65]** [0.24]

Arellano-Bond test for AR(1) =-3.67(0.000)

Arellano-Bond test for AR(2) = 0.48(0.630)

Sargan test = 16.43(0.630)

1 <
A1 p-value Turedy
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@uM3v09 Europe (3 Uszme)

Ln(MLR) = 0.737*Ln(MLR)(-1) + 0.008*(FDI_EU/GDP) + 0.008*(FDI_non-EU/GDP)
[3.57]*** [0.39] [0.34]
- 0.016*Ln(RGDP)(-1) + 0.100*Ln(M3)
[-0.45] [0.81]
Arellano-Bond test for AR(1) =-0.99(0.324)
Arellano-Bond test for AR(2) =-0.61(0.543)
Sargan test = 20.66(0.111)

1 <
A1 p-value TU2UAL
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M3AnE 1910131899 Generalized Method of Moments (GMM) Iagdidaualsn1u (Dependent
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ANV ASEAN+3 (5 Uszing)

Ln(REER) = 0.432*Ln(REER)(-1) + 0.081*(FDI_ASEAN3/GDP) + 0.011*(FDI_non-ASEAN3/GDP)
[2.89]** [4.60]*** [1.36]
+0.035*(PORT_ASEAN3/GDP) - 0.008*(PORT_non-ASEAN3/GDP)

[1.84]* [-2.52]**
- 0.002*LOAN/GDP + 0.112*Ln(STOCKINDEX)(-1) + 0.192*Ln(LENDING RATE)
[-0.17] [3.13]*** [3.18]***

Arellano-Bond test for AR(1) =-2.48(0.013)

Arellano-Bond test for AR(2) =-0.14(0.889)

Sargan test = 14.46(0.272)

1 <3
A1 p-value TU2IUAL

@uM3v09 Europe (3 Uszime)
Ln(REER) = 0.802*Ln(REER)(-1) - 0.002*(FDI_EU/GDP) + 0.01*(FDI_non-EU/GDP)
[4.71]%%* [-0.59] [1.94]*
+0.036*Ln(STOCKINDEX)(-1) - 0.004*Ln(LENDING_RATE)
[1.60] [-0.13]
Arellano-Bond test for AR(1) =-1.05(0.293)
Arellano-Bond test for AR(2) =-2.14(0.032)
Sargan test = 17.55(0.228)

1 <
A1 p-value 1WA
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aumMsves nguilszmaansnougeu+3 (5 Uszme)

Ln(UN_RATE) = 0.571*Ln(UN_RATE)(-1) - 0.132*(FDI_ASEAN3/GDP)
[3.55]*** [-2.69]**
+0.011*(FDI_non-ASEAN3/GDP) - 0.073*(PORT_ASEAN3/GDP)
[0.48] [-1.26]
+0.001*(PORT _non-ASEAN3/GDP) - 0.035*LOAN/GDP - 0.188*Ln(RIP/RGDP)
[0.09] [-1.08] [-0.65]
+0.505*Ln(LENDING RATE)
[2.70]**
Arellano-Bond test for AR(1) =-1.80(0.072)
Arellano-Bond test for AR(2) =-1.15(0.250)
Sargan test = 18.61(0.098)

1 I
A1 p-value TUI9AL

@uM3v09 Europe (3 Uszimne)
Ln(UN_RATE) = 0.753*Ln(UN_RATE)(-1) + 0.054*(FDI_EU/GDP) + 0.035*(FDI_non-EU/GDP)
[5.46]*** [3.56]%** [2.12]*
+0.356*Ln(RIP/RGDP) - 0.028*Ln(LENDING_RATE)
[2.39]** [-0.22]
Arellano-Bond test for AR(1) = 0.52(0.605)
Arellano-Bond test for AR(2) =-0.27(0.787)
Sargan test = 37.63(0.001)
A1 p-value 12981
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MANUHIN Y

1. ﬂNﬂ]i‘ll@Q‘]J’i%!TlﬂnlﬂU
Ln(RGDP) = 0.541*Ln(RGDP)(-1) - 0.003*FDI_ASEAN3 - 0.006*PORT_ASEAN3 ~..(1)
[4.25]*** [0.11] [-0.23]
+ 0.117*Ln(RIP/GDP) + 0.094*CRISIS40 + 0.094*TIME + 1.325
[1.28] [2.09]** [2.09]** [2.99]***

R-SQUARED =091 D.W.=2.193031

Ln(RGDP) = 0.788*Ln(RGDP)(-1) + 0.052*FDI_ASEAN3(-3) + 0.002*PORT_ASEAN?3(-3) ..(2)
[7.22]*** [1.93]* [0.08]
+ 0.087*Ln(RIP/GDP) - 0.020*CRISIS40 + 0.708
[0.88] [-0.56] [1.72]*
R-SQUARED =0.91  D.W.=2.393905

Ln(RGDP) = 0.638*Ln(RGDP)(-1) + 0.019*FDI_ ASEAN3*CRISIS40 ..(3)
[5.97]*** [0.17]
+0.564*PORT_ASEAN3*CRISIS40 + 0.37*Ln(RIP/GDP) + 0.133*CRISIS40 + 1.494
[4.42]*** [3.45]*** [2.19]** [3.51]***

R-SQUARED =091 D.W.=2.661294

guNINITAINUNNUONYY 51?77?)\7# (Real private investment)
Ln(RIP) = 0.808*Ln(RIP)(-1) + 0.083*FDI_ASEAN3(-2) - 0.005*PORT_ASEAN3(-2) ..4d
[17.63]*** [2.72]*** [-0.16]
- 0.137*CRISIS40 + 0.179
[-3.70]*** [3.48]***

R-SQUARED =0.94 D.W.=2.01397

Ln(RIP) = 0.798*Ln(RIP)(-1) + 0.086*FDI_ASEAN3(-3) - 0.004*PORT ASEAN3(-3) ..(5)
[14.77]*** [2.57]** [-0.12 ]
- 0.146*CRISIS40 + 0.192
[-3.66]*** [3.35]***

R-SQUARED =0.94 D.W.=1.669269
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Ln(RIP) = 0.941*Ln(RIP)(-1) - 0.178*FDI_ASEAN3*CRISIS40 ...(6)
[21.51]*** [-1.16]
- 0.328*PORT_ASEAN3*CRISIS40 + 0.014*CRISIS40 + 0.097
[-2.14]** [0.19] [1.74]*
R-SQUARED =0.94  D.W.=2.689088

Ln(RIP) = 0.796*Ln(RIP)(-1) + 0.020*FDI_ASEAN3 - 0.031*PORT_ASEAN3 .7
[20.02]*** [0.79] [-1.22]
+0.089*Ln(REER) - 0.222*Ln(LENDING_RATE) + 0.075*CRISIS40 + 0.004*TIME + 0.19
[1.89]* [-2.67]*** [1.42] [2.20]** [0.96]
D.W. =2.797968 HAUSMAN STATISTIC = 20.52(0.0045)

v
Y Y v A

auN3onNT1INeMIEIUNGNAITHA (MLR)

Ln(MLR) = 1.001*Ln(MLR)(-1) + 0.011*FDI_ASEAN3(-2) + 0.041¥*PORT ASEAN3(-2) ..(8)
[18.50]*** [0.72] [2.40]**
- 0.045*CRISIS40 - 0.018
[-1.15] [-0.17]

R-SQUARED =097  D.W.=0.6326187

Ln(MLR) = 0.988*Ln(MLR)(-1) + 0.018*FDI_ASEAN3(-3) + 0.039*PORT ASEAN3(-3) ...(9)
[18.76]%** [1.21] [2.29]**
- 0.045*CRISIS40 + 0.002
[-1.19] [0.02]

R-SQUARED =0.97 D.W.= 0.6863471

Ln(MLR) = 0.958*Ln(MLR)(-1) - 0.005*FDI_ASEAN3*CRISIS40 ...(10)
[16.70]*** [-0.05]
+ 0.250*PORT_ASEAN3*CRISIS40 - 0.077*CRISIS40 +0.077
[3.86]*** [-1.97]* [0.70]

R-SQUARED =0.98  D.W.=0.8301315
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Ln(MLR) = 0.997*Ln(MLR)(-1) + 0.033*FDI_ASEAN3 + 0.034*PORT _ASEANS3
[19.98]*** [2.30]** [1.79]*

- 0.213*Ln(REER) + 0.009*Ln(FED_FUND) - 0.182*Ln(CORE) - 0.042*CRISIS40

[-3.89]*** [2.22]** [-7.43]%** [-1.56]
+ 0.003*TIME + 1.636
[2.39]** [6.73]***

D.W.=1.691768 HAUSMAN STATISTIC =-107.76
v A1 A Ad’ Y A
auMIAYHAMIHUINNUNDTI (REER)

Ln(REER) = 0.584*Ln(REER)(-1) + 0.085*FDI_ASEAN3(-3) - 0.198*PORT_ASEAN3(-3)
[5.41]*** [1.49] [-3.18]***
+ 0.039*CRISIS40 + 1.647
[0.53] [3.82]***
R-SQUARED =0.63 D.W.= 2.141675

Ln(REER) = 0.414*Ln(REER)(-1) - 0.017*FDI_ASEAN3 + 0.135*PORT_ASEAN3
[3.43]*** [-0.23] [1.85]*
+0.314*Ln(LENDING RATE) - 0.038*CRISIS40 + 0.011*TIME + 1.512

[1.39] [-0.25] [2.29]** [3.00]***

R-SQUARED =0.55 D.W.= 1.869283

aumsyanAg 1AHENNSWE (Market Capitalisation)
Ln(MARKETCAP) = 0.862*Ln(MARKETCAP)(-1) + 0.138*FDI_ASEAN3
[13.32]%% [1.80]*
+0.013*PORT_ASEANS3 - 0.081*CRISIS40 + 0.491
[0.17] [-0.83] [1.85]*
R-SQUARED = 0.89 D.W. = 2.306869

Ln(MARKETCAP) = 0.856*Ln(MARKETCAP)(-1) + 0.137*FDI_ASEAN3(-2)

[11.88]*** [1.71]*

...(11)

...(12)

...(13)

...(14)

...(15)
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- 0.047*PORT_ASEAN3(-2) - 0.062*CRISIS40 + 0.524
[-0.62] [-0.63] [1.86]*

R-SQUARED =0.89 D.W.= 2.352224

Ln(MARKETCAP) = 0.560*Ln(MARKETCAP)(-1) + 0.082*FDI_ASEAN3
[6.76]*** [1.32]

+0.03*PORT_ASEAN3 - 0.549*Ln(LENDING RATE) + 0.512*CRISIS40

[0.53] [-3.11]%** [3.80]***
+ 0.023*TIME + 2.234
[3.91]*** [5.23]***

R-SQUARED =0.93 D.W.= 2.637672

ann1sonsuImile (CPI)

Ln(CPI) = 0.352*Ln(CPI)(-1) + 0.369*FDI_ASEAN3*CRISIS40
[5.84]*** [3.59]***
- 1.495*PORT_ASEAN3*CRISIS40 + 0.041*CRISIS40 + 3.239
[-12.56]*** [0.91] [10.74]***

R-SQUARED =0.96 D.W.= 2.995725

Ln(CPI) = 0.805*Ln(CPI)(-1) + 0.043*FDI_ASEANS3 - 0.016*PORT ASEAN3
[10.93]*** [1.11] [-0.38]

- 0.037*Ln(REER) - 0.317*Ln(RGDP) + 0.136*Ln(M3) + 0.005*CRISIS40 + 1.23

[-0.38] [-2.21]** [1.75]* [0.09] [2.57]*

R-SQUARED =0.83 D.W.= 2.178293
auN1IONIINITINIIU (Unemployment rate)

Ln(UN_RATE) = 0.432*Ln(UN_RATE)(-1) - 0.235*FDI_ASEAN3(-1)
[3.34]*** [-2.15]**
- 0.06¥*PORT_ASEANS3 (-1) + 0.237*CRISIS40 + 0.608

[-0.54] [1.71]* [3.40]***

...(16)

..(17)

...(18)

...(19)
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R-SQUARED =0.53 D.W.= 2.106306

Ln(UN_RATE) = 0.387*Ln(UN_RATE)(-1) - 0.229*FDI_ASEAN3(-2) ...(20)
[2.71]% [-1.95]*
-0.011*PORT_ASEAN3(-2) + 0.288*CRISIS40 + 0.63
[-0.10] [1.98]* [3.15] %%
R-SQUARED =0.53 D.W.= 1.924122

Ln(UN_RATE)=- 0.026*Ln(UN_RATE)(-1) - 0.018*FDI_ASEAN3 .21
[-0.20] [-0.19]
+0.067*PORT_ASEANS3 - 0.917*Ln(REER) + 0.212*Ln(LENDING_RATE)
[0.79] [-4.78]%** [0.79]
+0.08*CRISIS40 - 0.003*TIME + 1.535
[0.42] [0.37] [2.52]%*

R-SQUARED =0.71 D.W.=2.170746
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2. sznagilu

Q

Y d (
FUNISHANIUINNIATINA 78!?141]53!77?7 3 7ﬂ\7ﬁ

Ln(RGDP) = 0.664*Ln(RGDP)(-1) + 0.009*FDI_ASEANS3 - 0.009*PORT ASEAN3
[2.69]** [0.49] [-2.93]**
+0.079*Ln(RIP/GDP) + 0.042*CRISIS51 + 2.481
[0.28] [1.34] [1.45]

R-SQUARED = 0.81 D.W.=2.423718

Ln(RGDP) = 0.359*Ln(RGDP)(-1) - 0.004*FDI_ASEAN3(-1)
[1.11] [-0.13]
- 0.004*PORT_ASEAN3(-1) - 0.08 1*Ln(RIP/GDP) + 0.059*CRISIS51+ 4.390
[-1.21] [-0.22] [1.23] [1.87]*

R-SQUARED =0.69 D.W.=1.977067

Ln(RGDP) = 0.536*Ln(RGDP)(-1) + 0.013*FDI_ASEAN3(-2) + 0.006¥*PORT_ASEAN3(-2)
[1.46] [0.52] [1.58]
- 0.134*Ln(RIP/GDP) + 0.046*CRISIS51 + 3.044
[-0.41] [0.93] [1.19]

R-SQUARED =0.74 D.W.=1.904186

Ln(RGDP) = 0.212*Ln(RGDP)(-1) + 0.040*FDI_ASEAN3(-3) + 0.003*PORT_ASEAN3(-3)
[0.38] [1.54] [0.42]
+0.002*Ln(RIP/GDP) + 0.066*CRISIS51 + 5.509
[0.00] [0.91] [1.44]
R-SQUARED =0.73  D.W.=1.937934

Ln(RGDP) = 0.488*Ln(RGDP)(-1) + 0.00*FDI_non-ASEAN3 - 0.001*PORT_non-ASEAN3
[2.00]* [0.21] [-2.65]**
- 0.019*Ln(RIP/GDP) + 0.016*CRISIS51 + 3.586
[-0.07] [0.48] [2.10]*

R-SQUARED =0.79  D.W.=1.60068

...(22)

...(23)

...(24)

...(25)

...(26)

174




aunINIIaNuUNINONTH o 511A971 (Real private investment)

Ln(RIP) = 0.726*Ln(RIP)(-1) + 0.015*FDI_ASEANS3 - 0.007*PORT_ASEAN3 ...27)
[1.75] [0.66] [-1.72]
- 0.003*CRISIS51 + 0.002*TIME + 1.508
[-0.03] [0.53] [0.65]

R-SQUARED =0.66  D.W.=2.248829

Ln(RIP) = 0.168*Ln(RIP)(-1) + 0.002*FDI_ASEAN3 + 0.002*PORT_ASEAN3 ...(28)
[1.19] [0.18] [1.03]
+0.076*Ln(REER) + 1.645*Ln(RGDP) - 0.708*Ln(M3) + 0.005*CRISIS51 - 5.706
[0.76] [5.90]*** [-2.63]** [0.25] [-3.81]***

R-SQUARED =0.94  D.W.=2.586507

aun1sonsineme (Lending rate)

Ln(LENDING RATE) = 0.859*Ln(LENDING RATE)(-1) - 0.004 *FDI_ASEAN3 ...29)
[8.56]*** [-0.50]
- 0.002*PORT_ASEANS3 - 0.344*Ln(REER) - 0.010*Ln(FED_FUND)
[-0.70] [-1.75]* [-0.43]
+0.374 *Ln(CORE) - 0.012*CRISIS51 - 0.001*TIME - 0.065
[0.26] [-0.29] [-0.23] [-0.01]
R-SQUARED =0.96 D.W.=1.201826

auNIsAYHANIUNUNDTI (REER)

Ln(REER) = 0.715*Ln(REER)(-1) - 0.009*FDI_ASEANS3 - 0.012*PORT_ ASEAN3 ...(30)
[4.40]*** [-0.36] [-2.90]**
+ 0.094*CRISIS51 - 0.004*TIME + 1.315
[2.00]* [-0.86] [1.75]
R-SQUARED =0.82  D.W.=2.484933
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Ln(REER) = 0.727*Ln(REER)(-1) + 0.011*FDI_ASEAN3(-2) ...(31)
[5.73]%** [0.46]
+0.014*PORT_ASEAN3(-2) + 0.072*CRISIS51 + 1.188
[4.11]*** [3.00]** [2.07]*

R-SQUARED =0.87 D.W.=2.912393

Ln(REER) = 0.609*Ln(REER)(-1) + 0.063*FDI_ASEAN3(-3) ...(32)
[2.79]** [2.12]*
+0.002*PORT_ASEAN3(-3) + 0.033*CRISIS51 + 1.723
[0.28] [0.95] [1.77]
R-SQUARED =0.75  D.W.=2.166326

Ln(REER) = 0.704*Ln(REER)(-1) - 0.003*FDI_non-ASEAN3 ...(33)
[7.26]*** [-1.64]
- 0.001*PORT _non-ASEAN3 - 0.003*CRISIS51 + 1.364
[-4.99]*** [-0.13] [3.11]***
R-SQUARED =0.89 D.W.=2.556696

v v d
zmmsyaﬂ'mmﬂwanmm (Market Capitalisation)

Ln(MARKETCAP) = 0.581*Ln(MARKETCAP)(-1) + 0.039*FDI_ASEAN3 ...(34)
[3.15]*** [0.80]
+0.016*PORT_ASEAN3 - 0.136*CRISIS51 - 0.004*TIME + 3.506
[1.88]* [-1.29] [-0.45] [2.29]**

R-SQUARED =0.85 D.W.=2.519806

Ln(MARKETCAP) = 0.489*Ln(MARKETCAP)(-1) + 0.003*FDI_non-ASEAN3 ...(35)
[2.91]** [0.91]
+ 0.001*PORT non-ASEANS3 - 0.101*CRISIS51 + 4.225
[2.65]** [-1.59] [3.01]**

R-SQUARED =0.86  D.W.=2.057632
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auMsArIAGUIIAA (CPI Index)

Ln(CPI) = 0.293 *Ln(CPI)(-1) - 0.002*FDI_ASEAN3 - 0.001 *PORT_ASEAN3
[1.55] [-1.10] [-2.67]**
- 0.052*Ln(REER) + 0.031*Ln(LENDING_RATE) + 0.021*CRISIS51
[-4.19]%** [1.72]* [5.63]***
- 0.001*TIME + 3.485
[-3.74]%** [4.12]***

R-SQUARED =0.89 D.W.=1.996

Ln(CPI) = 0.144 *Ln(CPI)(-1) - 0.002*FDI_ASEAN3 + 0.000*PORT ASEAN3
[0.67] [-1.29] [1.19]
- 0.024*Ln(REER) + 0.143*Ln(RGDP) - 0.121*Ln(M3) + 0.017*CRISIS51 + 3.322
[-1.37] [2.49]%* [-2.23]%* [3.61]%%* [3.67]%**
R-SQUARED =0.86  D.W. =2.695

auNIsONITINITINIIY (Unemployment rate)

Ln(UN_RATE) = 0.377*Ln(UN_RATE)(-1) - 0.026*FDI_ASEAN3
[1.63] [-1.11]
+0.003*PORT_ASEAN3 + 0.302*Ln(REER) - 0.979*Ln(LENDING RATE)
[0.68] [1.17] [-3.14]***
+ 0.016*CRISIS51 + 0.012*TIME - 0.349
[0.31] [2.62]** [-0.23]
R-SQUARED =0.83  D.W.=2.328408

...(36)

...(37)

...(38)
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3. Uszmanwade

auMsonsIMasYAYIANuAsHENY (RGDP)

Ln(RGDP) = 1.005*Ln(RGDP)(-1) - 0.007*FDI_non-ASEAN3 + 0.002*PORT non-ASEAN3

[39.37]*** [-0.62] [2.65]**
- 0.064*Ln(RIP/GDP) - 0.028*CRISIS51 + 0.029
[-1.40] [-3.33]%** [0.37]
R- SQUARED =0.99 D.W.= 1431678

guNINITaAINUNMUINYY & 5110990 (Real private investment)

Ln(RIP) =-0.127*Ln(RIP)(-1) - 0.013*FDI_ASEAN3 + 0.031*PORT_ASEAN3
[-0.58] [-0.34] [2.38]**
+0.011*CRISIS51 + 0.006*TIME +1.935
[0.16] [2.51]** [5.02]***
R- SQUARED =0.68 D.W.=1.802897

Ln(RIP) = 0.272 *Ln(RIP)(-1) + 0.065*FDI_ASEAN3(-2) + 0.036 *PORT ASEAN3(-2)
[1.61] [1.45] [2.80]***
-0.063*CRISIS51 + 1.286
[-0.64] [4.18]***

R- SQUARED =0.64 D.W.=2.123331

Ln(RIP) =-0.198*Ln(RIP)(-1) + 0.065*FDI_non-ASEAN3 + 0.017*PORT_non-ASEAN3
[-1.03] [0.68] [4.13]***
+ 0.091*CRISIS51 + 2.098
[1.40] [6.24]***

R- SQUARED =0.73 D.W.=1.79147

Ln(RIP) =-0.275*Ln(RIP)(-1) -0.044*FDI_ASEAN3 + 0.026¥*PORT ASEAN3
[-1.48] [-1.38] [2.44]**

...(39)

...(40)

...(41)

...(42)

...(43)
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+0.252*Ln(REER) + 0.733*Ln(LENDING RATE) -0.013*CRISIS51
[0.63] [2.47]** [-0.22]
+ 0.014*TIME -0.437

[4.36]*** [-0.25]

R- SQUARED =0.75 D.W.= 1.945748

aunisonsinem e (Lending rate)

Ln(LENDING RATE) = 1.020*Ln (LENDING RATE) (-1) - 0.008*FDI_ASEAN3 ...(44)
[17.94]*** [-1.18]
- 0.004*PORT_ASEANS3 - 0.022*CRISIS51 + 0.002*TIME -0.067
[-1.99]* [-1.97]* [2.61]** [-0.58]
R- SQUARED =0.97 D.W.=1.34555

Ln(LENDING RATE) = 0.741*Ln (LENDING_RATE)(-1) - 0.006*FDI_ASEAN3 ...(45)
[8.17]*** [-1.10]
- 0.004*PORT_ASEANS3 + 0.176*Ln (REER) + 0.011*Ln(FED_FUND)
[2.03]** [1.71]* [4.84]***
-0.325*Ln (CORE) + 0.016*CRISIS51 + 0.002*TIME + 1.093
[-0.91] [1.02] [0.69] [0.83]
D.W. =1.295755 HAUSMAN STATISTIC = 16.63 (0.0199
Ln (LENDING RATE) = 0.736*Ln (LENDING_RATE)(-1) -0.003*FDI_ASEAN3 ...(46)
[15.99]*** [-0.60]
+0.000 *PORT_ASEANS3 + 0.052*Ln (REER) + 0.010*Ln (FED_FUND)
[0.04] [0.83] [5.69]***
-0.043*Ln(STOCK INDEX) + 0.000*CRISIS51 + 0.504
[-1.80]* [0.02] [1.58]
R- SQUARED =0.98 D.W.=1.209175

auNIsAYHANIUINNDTI (REER)

Ln(REER) = 1.001*Ln(REER)(-1) -0.010¥FDI_ASEAN3(-3) + 0.006*PORT_ASEAN3(-3) ...(47)
[12.61]*** [-1.57] [1.97]*

179




-0.022*CRISIS51 -0.012
[-1.11] [-0.03]
R- SQUARED =0.87 D.W.=1.575003

awmsyaﬂ'mmﬂwé’nn%’wef (Market Capitalisation)
Ln(MARKETCAP) = 0.853*Ln(MARKETCAP)(-1) + 0.054*FDI_ASEAN3
[9.05]#* [1.72]*
+0.027*PORT_ASEAN3 -0.166*CRISIS51 -0.315
[2.00]* [-2.90]%%* [-1.61]

R- SQUARED =0.95 D.W.= 1412196

Ln(MARKETCAP) = 0.756*Ln(MARKETCAP)(-1) -0.11*FDI_non-ASEAN3
[8.75]*** [-1.41]
+ 0.02*PORT_non-ASEAN3 -0.179*CRISIS51 -0.52
[4.91]*** [-3.47]%%* [-2.84]%**
R- SQUARED =0.97 D.W.=1.662888

Ln(MARKETCAP) = 0.553*Ln(MARKETCAP)(-1) + 0.037*FDI_ASEAN3
[5.90]*** [1.51]
+0.033*PORT_ASEAN3 -0.127*Ln (LENDING RATE)
[3.54]*** [-0.63]
- 0.183*CRISISS51 + 0.01*TIME -0.791
[-4.59]*** [3.16]*¥**  [-1.56]
R- SQUARED =0.97 D.W.=1.805222

aumMsar I IMGuslan (CPI Index)

Ln(CPI) = 1.180 *Ln(CPI)(-1) -0.004*FDI_ASEAN3 -0.002*PORT ASEAN3
[15.36]*%* [-2.49]%** [-3.47]%**
+0.013*CRISIS51 + 0.000*TIME -0.807
[3.79]%** [0.98] [-2.34]**

R- SQUARED =0.99 D.W.= 1.726085

...(48)

...(49)

...(50)

...(51)
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Ln(CPI) =1.007 *Ln(CPI)(-1) -0.004*FDI_ASEAN3(-2) + 0.002*PORT ASEAN3(-2)
[41.24]*** [-1.89]* [2.76]**
+ 0.006*CRISIS51 -0.03
[1.44] [-0.27]

R- SQUARED =0.99 D.W. = 1.422569

Ln (CPI) = 1.029*Ln(CPI)(-1) - 0.004*FDI_ASEAN3(-3) + 0.00¥PORT_ASEAN3(-3)
[39.40]*** [-2.31]** [1.07]
+ 0.011*CRISIS51 -0.128
[2.04]* [-1.08]
R- SQUARED =0.99 D.W.= 1.685991

Ln(CPI) = 1.125 *Ln(CPI)(-1) + 0.00*FDI_non-ASEAN3 - 0.001*PORT_non-ASEAN3
[43.20] %+ [0.56] [-3.81]#%
+0.014*CRISIS51 -0.564
[4.62] %% [-4.78]%*

R- SQUARED 0.99 D.W. 1.848229

Ln(CPI) = 1.621 *Ln(CPI)(-1) - 0.004*FDI_ASEAN3 + 0.00*PORT ASEAN3
[8.17]*** [-2.92]*** [-1.72]*
- 0.046*Ln(REER) -0.062*Ln(LENDING _RATE) + 0.006*CRISIS51
[-1.87]* [-2.04]** [1.57]
- 0.003*TIME -2.455
[-2.53]** [-3.21]***

D.W. = 1.790847 HAUSMAN STATISTIC = 12.17(0.0582)

Ln(CPI) = 0.920 *Ln(CPI)(-1) -0.004*FDI_ASEANS3 -0.002*PORT_ASEAN3
[7.98]*** [-2.71]*** [-3.27]***
+0.020*Ln(REER) -0.101*Ln(RGDP) + 0.108*Ln(M3) + 0.012*CRISIS51 +
[1.12] [-2.07]** [3.05]*** [4.09]***

R- SQUARED =0.99 D.W.= 1.793561

...(52)

...(53)

...(54)

...(55)

...(56)

0.074
[0.21]
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4. dsznaansnoudeu+3 uazylyil

aumsyammannsng
aum3svea ASEAN+3 (5 Uszine) ...(57)
Ln(MARKETCAP) = 0.551*Ln(MARKETCAP)(-1) + 0.096*(FDI_ ASEAN3/GDP)
[2.88]*** [0.69]
- 0.026*(FDI_non-ASEAN3/GDP) + 0.103*(PORT_ASEAN3/GDP)
[-0.43] [0.70]
+0.023*(PORT_non-ASEAN3/GDP) + 0.005*LOAN/GDP
[0.93] [0.08]
- 1.919*Ln(REER) + 1.393*Ln(RIP/RGDP)
[-1.28] [1.19]
Arellano-Bond test for AR(1) =-3.10(0.002)
Arellano-Bond test for AR(2) = 0.36(0.700)
Sargan test = 21.42(0.256)

1 I
f1 p-value 112UAL

aumsves Europe (3 Uszme) ...(58)
Ln(MARKETCAP) = 0.072*Ln(MARKETCAP)(-1) - 0.046*(FDI_EU/GDP)

[0.23] [-0.96]

- 0.071*(FDI_non-EU/GDP) + 1.591*Ln(REER) + 0.166*Ln(RIP/RGDP)

[-1.40] [0.79] [1.93]*

Arellano-Bond test for AR(1) =-0.28*%(0.777)
Arellano-Bond test for AR(2) =-1.85*%(0.064)
Sargan test = 25.36(0.031)

1 I
A1 p-value 1UIUAL

aumsavi AT Ina
aumsved ASEAN+3 (5 Uszinn) ...(59)
Ln(CPI) = 0.360*Ln(CPI)(-1) + 0.012*(FDI_ASEAN3/GDP) + 0.000*(FDI_non-ASEAN3/GDP)

[1.51] [1.49] [0.16]
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+0.004*(PORT_ASEAN3/GDP) - 0.002*(PORT_non-ASEAN3/GDP) - 0.001*LOAN/GDP
[0.48] [-1.63] [-0.34]
+0.159*Ln(RGDP)(-1) + 0.114*Ln(M3)
[1.31] [1.54]
Arellano-Bond test for AR(1) =-2.39(0.017)
Arellano-Bond test for AR(2) = 0.65(0.513)
Sargan test = 19.35(0.080)

1 <
A1 p-value 1WA

@uM3Y09 Europe (3 Uszimne) ...(60)
Ln(CPI) = 0.956*Ln(CPI)(-1) + 0.001*(FDI_EU/GDP) + 0.001*(FDI_non-EU/GDP)
[36.38]*** [0.69] [0.79]

- 0.021*Ln(RGDP)(-1) + 0.024*Ln(M3)

[-1.09] [2.18]**
Arellano-Bond test for AR(1) =0.76(0.447)
Arellano-Bond test for AR(2) =-3.19(0.001)
Sargan test = 30.61(0.006)

1 <
A1 p-value 1WA

183




184



1PNA15919949

d 1 v d 4 d A A 1 vy Aawv A 4
MINNA WIINTWY WIAUAT TaFInTal g5 (MADIDIIWNA LAZUIYS AUATUANA. (2549). TATINTT
NIz VU TLNUMTIATHENINMIAGL 2549, ANIINIIIATHININITAGY NTTNTNNTANY,

NIUNWUIUAT

~ =

s v P o o a A 7 ' s A
LAINTNA WINNTWY INTNIA Q“IjﬂWﬁ%l!u‘ﬂ NEANI TW‘ﬁhl‘ﬂ‘iEJ f;;fﬁ iaodeIIuna uazqaﬁi FITUNTUY.

a

awv 4 o w a @ [
(2552). Tamﬂ3@1uﬁmuunuuammﬂnu%ﬂ, TIUNNUATHININITAA NITNTNNITAAN,

ATUNNUNIUAT

Arellano, M., Bond, S.R. (1991). Some tests of specification for panel data: Monte Carlo evidence and an

application to employment equations, Review of Economic Studies, Vol. 58: 277-297.

Barumshah, A., Thonoon, M. (2006). Foreign capital flows and economic growth in East Asian countries,

China Economic Review, Vol. 17(1): 70-83.

Blair, H. (2007). Capital Account Liberalization: Theory, Evidence, and Speculation, Journal of Economic

Literature, Vol. XLV: 887-935.

Bosworth, B., Collins, S.M. (1999). Capital flows to developing economies: implications for saving and

investment, Brookings Papers on Economic Activity, Vol. 1: 143-1609.

Calvo, G.A., Leiderman, C.M, Reinhart. (1993). Capital inflows and real exchange rate appreciation in

Latin America, The role of external factors, IMF staff Papers, Vol. 40 (1), March 1993.

Calvo, G., Leiderman, L., Reinhart, C.M. (1996). Inflows of capital to developing countries in the 1990s.
Journal of Economic Perspectives, Vol.10 (2), 123-139.

Chuhan, P., Classens, S., Mamingi, N. (1993). Equity and bond flows to Latin America and Asia: The
role of external and domestic Factors, World Bank PRE Working Paper No. 1160.

Edison, H., Klein, M., Ricci, L., Sloek, T. (2002). Capital Account Liberalization and Economic

Performance: Survey and Synthesis, NBER Working Paper # 9100.

Edwards, S. (1993). Openness, trade liberalization and growth in developing countries, Journal of

Economic Literature, Vol. 3(1): 1358-93.

Edwards, S. (1999). Capital flows to Latin America, Martin Feldstein (Ed) International Capital Flows,

NBER.

185



Edwards, S. (2001). Capital Mobility and Economic Performance: Are Emerging Economies Different?

NBER Working Paper No. 8076.

Eichengreen, Barry. (2001). Capital Account Liberalization: What Do Cross-Country Studies Tell Us?

World Bank Economic Review, Vol. 15(3): 341-365.

Fernandez-Arias, E. (1996). The new wave of private capital inflows: Push or pull? Journal of

Development Economics 48 (2), 389-418.

Fernando, G., Santana, R. (2004). New Evidence on the Impact of Capital Account Liberalization on
Economic Growth, paper presented at the Econometric Society of Latin America 2004 meetings,

Available at: http://repec.org/esLATMO04/up.17946.1081293383.pdf.

Fischer, S. (1998). Capital Account Liberalization and the Role of the IMF, Princeton Essays in

International Finance, Vol. 207: 1-10.
Fischer, S. (2003). Globalization and Its Challenges, American Economic Review, Vol. 93(2): 1-30.

Forbes, K. (2006). The Microeconomic Evidence on Capital Controls: No Free Lunch, in Capital Controls
and Capital Flows in Emerging Economies: Policies, Practices, and Consequences, Sebastian

Edwards (ed.), University of Chicago Press, Forthcoming.

Forbes, K. (2007). One Cost of the Chilean Capital Controls: Increased Financial Constraints for Smaller

Traded Firms, Journal of International Economics, Elsevier, vol. 71(2): 294-323, April.

Gavin, M., Hausmann, R., Leiderman, L. (1996). The macreconomics of capital flows to Latin America:
experience and policy issues, in R. Hausmann and L. Rojas-Suarez (eds) Volatile capital flows,

Taming their impact on Latin America, Inter-American Development Bank: 1-40.

Harrison, A., Love, 1., McMillan, M. (2004). Global Capital Flows and Financing Constraints, Journal of

Development Economics, Vol. 75(1): 269-301.

Ito, T., Krueger, A, O. (2001). Introduction, in T. Ito and O. Krueger (eds) Regional and global capital
flows, Macroeconomic causes and consequences, NBER-East Asia Seminar on Economics, Vol.

10, The University of Chicago Press: 1-10.

Keynes, John M. (1936). The General Theory of Employment Interest and Money, vol. VII, The Collected

Writings of John Maynard Keynes, edited by D.E. Moggridge (London: Macmillan), 1973.

Klein, M. (2005). Capital Account Liberalization, Institutional Quality and Economic Growth: Theory and
Evidence, NBER Working Paper 11112, NBER, Cambridge.
186



Kraay, A. (1998). In Search of the Macroeconomic Effects of Capital Account Liberalization, World Bank

Working Paper.

Mody, A., Murshid, A, P. (2005). Growing up with Capital Flows, Journal of. International Economics,
Vol. 65: 249-266.

Montiel, P., Reinhart, C. M. (2001). The dynamics of capital movements to emerging economies during
the 1990s’, in S. Griffith-Jones, M. F. Montes and A. Nasution (eds), Short-term capital flows and
economic crises, UNU-WIDER Studies in Development Economics, Oxford University Press: 3-

28.

Obstfeld, M. (1998). The Global Capital Market: Benefactor or Menace? Journal of Economic

Perspectives, Vol. 12(4) (Fall).

Ocampo, J. A. (2000). Developing countries' anti-cyclical policies in a globalized world, ECLAC United

Nations, Temas de Coyuntura Series 13, November.

Pagano, M. (1993). Financial Markets and Growth: An Overview, European Economic Review, Vol. 37

(2-3): 613-622.

Prasad, Eswar, Kenneth Rogoff, Shang-Jin Wei, M. Ayhan Kose. (2003). Effects of Financial
Globalization on Developing Countries: Some Empirical Evidence, International Monetary Fund

Occasional Paper #220.

Prasad, E., Rogoff, K., Wei, S., Kose, M. (2004). Financial globalization, growth and volatility in

developing countries. NBER Working Paper No. 10942.

Quinn, D. (1997). The Correlates of Changes in International Financial Regulation, American Political

Science Review, Vol. 91 (September): 531-51.
Renu, K. (2001). Capital flows and their macroeconomic effects in India. IMF working paper.

Rodrik, D. (1998). Who Needs Capital Account Convertibility? Princeton Essays in International

Finance, Vol. 207: 55-65.

Rodrik, D. (2001). The Developing Countries’ Hazardous Obsession with Global Integration, Kennedy

School of Government, Harvard University.

Rodrik, D, Velasco, A. (2000). Short-Term Capital Flows, Annual World Bank Conference on

Development Economics 1999: 59-90. Washington: World Bank.

187



Rogoff, K. (1999). International Institutions for Reducing Global Financial Instability, Journal of

Economic Perspectives, Vol. 13 (4), Fall.

Solow, Robert M. (1956). A Contribution to the Theory of Economic Growth, Quarterly Journal of

Economics, Vol. (70): 65-94.

Stiglitz J.E. (1998). The Role of the Financial System in Development, Presentation at LAC ABCDE, San

Salvador, El Salvador, June 29. Speech

Stiglitz, Joseph. (2000). Capital Market Liberalization, Economic Growth, and Instability, World

Development, Vol. 28(6): 1075-1086.

World Economic Outlook. (2009). Sustaining the Recovery, World Economic and Financial Surveys,

IMF.

188



