
33/
CNAEC Research Series 08-02

Financial Integration and Exchange Rate

Coordination in East Asia

Woosik Moon and Yeongseop Rhee

Korea Institute for International
Economic Policy



Contents

Executive Summary 3

I. Introduction •• •• 11

II. Increasing Financial Globalization and Regionalization 14

III. Intervention Cost: the case of Korea 22

1. Increasing Interest Arbitrage 23

2. Intervention and Sterilization Cost 27

IV. Proposal for Monetary Cooperation in East Asia 33

V. Conclusion 40

References 41

Annex 43

Annex 1. Interest Arbitrage by the Branches of Foreign Banks

in Korea through the Currency Swap 43

Annex 2. Interest Arbitrage by Korean Banks through

Foreign Currency Loan Linked to

Currency Swap Transaction 44


