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A. yuan Bloc? (Subramanian and Kessler , 2013)

X USs$ RMB EUR JPY
dln (m}) = p1¥ dln(CHFi) +p,+dln CHF:) + p3+dln cm{) + py dln(CHF‘t) +a+ g (1)

Table 2b: Evolution in average magnitude of co-movement coefficients

July 2005-  July 2010—

Cwrrency 4\ youst2008  July2013  Chanee
US dollar  0.56 0.43 20.13
RMB 0.12 0.21 0.09
Euro 0.47 0.38 -0.09
Yen -0.02 -0.02 0.00

Note: For each currency. the number represents the simple average of the relevant coefficient (p; for US dollar, p;
for RMB, etc.) estimated from equation (1) for 52 countries in the sample.
Source: Authors” calculations.

- JWEP



l‘—mﬂ*-ﬁlgi h ik R R SEUATT SR
I ‘Lg Institute of World Economics and Politics, CASS

Stability test: CUSUM of Squares Test
Thailand Buht
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Stability test: CUSUM of Squares Test
Philippines Peso
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e July 2005- Aug. 2008
e July 2010- July, 2013

1. This two stage analysis are not reliable.

2. The weights In the baskets are probably
time-varying.

- JWEP



%@@ th 3 2R S B R 2 S BUE T RT

iBs Institute of World Economics and Politics, CASS

 B. Methodology

signal equation:
|t * Rt * t * CNY
dIn(_t ) c+w(),*diInC )+w(t).2 dln( ) W(t)s*dInC e

t

)+w(b); ,*d In( t)+6(t)

g . N(0,0%)
state equation: recursive form
w(t);, = w(t—-1),;,
w(t);, =w(t—-1),,
w(t), ; = w(t—1),,
w(t); , = w(t—-1),,

- JWEP



B AR B R 2 5 S BUA R TR

WHJ I institute of World Economics and Politics, CASS C O n C I u S i O n S
|

e 4.1 Towards a more stable basket?
More stable baskets, but not one.
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Figurel The time varying basket composition of the reference currencies for East Asian economies+
(a) Hong Kong dollar (b) Vietnamese dongs (d) Philippines Pesos
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{c) Malaysian Ringgits (&) Sigpore dollars (h)Korean Won+
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Figure 2 More and more stable anchor composition: the standard deviation for time varyving parameter of the reference currency in

2006, 2008 and 2013+~
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Note: We calculate the daily parameter’s standard deviation for these four reference currencies in the year of 2006, 2008 and 2013 respectively.
These figures show that the volatility of the reference currencies” shares are large before or during the crisis, while it becomes almost zero in
2013. Hong Kong and Vietnam’s currencies are excluded. because of the de facto peg to US dollar.+
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Figure 3 The convergence index of the anchor composition in 2006, 2008 and 2013+
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Note: Hong Kong and Vietnam are excluded, because of the de facto peg to US dollar.
For each of the seven Asian currencies, there 1s a time varying coefficient for euro. We
calculate the average of the coefficient time series in the year of 2006, 2008 and
2013respectively. And we can get the stand deviation for the average of euro coefficient

across the seven economies. In the same way, we get all the stand dewviations for other

referenice currencies.
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e 4.2 the US dollar still plays a dominant role
In the basket, and renminbi’s influence
Increases just a little

e 4.3 quite opposite to the conventional
wisdom, the global financial crisis shows a
positive effect to US dollar and euro and
negative effect to renminbi and Yen.
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e |In 2005, US dollars accounted for 78% of
the currency basket.

« But before the crisis this proportion had
already declined to 70%.

 Then there was a sharp rise of US dollars
proportion during the financial crisis.
strengthened for more than 5%.
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Thank you!

Xugly@163.com
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