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The Implications of Asia’s
Unprecedented Crisis

Allen Sinai

My task here is to set an overview of the economic and business climate
for you and I frame it by asking: Is the Asian Crisis a tremor or an
earthquake? By Asian Crisis you could substitute the phrases Asian
Meltdown, Asian Bust, or Asian Event, all of which I use interchangeably.
By Asia I mean Asia, the Pacific Rim, and Japan. I will briefly address the
question from the viewpoints of the global economy, the region itself, and
the United States.

The Asian Meltdown is no minor event for the world economy. Thirteen
important countries are now involved — all five major countries of the
Association of Southeast Asian Nations (ASEAN) as well as South Korea,
Hong Kong, Japan, Taiwan, China, India, Australia, and New Zealand.
These economies represent about one-third of world output. Japan is the
world’s second largest economy; China and Indonesia are among its most
populous. In over a decade of seemingly never-ending booms, these
countries have made a major contribution to world growth, which reached
over 3 per cent in 1996 and 1997 and would be, at best, 2 per cent in 1998,
probably half the previous pace for the forty-four countries that we analyse
and forecast. )

The Asian Crisis involves parallel economic and financial market
downturns, more or less involving all thirteen countries, which started in
1997. There are depressions in some of these economies, real depressions
at least as bad as the 1930’s depression was in the United States. In others,
there are recessions. Some economic declines qualify as major slow-
downs. Each of the countries mentioned is experiencing financial market
crashes, financial system instability and fragility, and extensive collapses
in private sector balance sheets. The policy responses, both in individual
countries and through collective institutions such as the International
Monetary Fund (IMF), have been feeble and inept so far.



