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An Analysis on Financial System Stability and
Financial Cooperative Systems in ASEAN+3*

T
Takaaki YOSHIOKA**

Abstract

This paper aims to look at the appropriate ways of improving the financial cooperative
systems in order to achieve financial system stability in ASEAN+3 through the focusing on
the Chiang Mai Initiative (CMI).

The subprime mortgage crisis is an ongoing financial crisis triggered by a dramatic rise
in mortgage delinquencies and foreclosures in the United States, with major adverse con-
sequences for banks and financial markets around the globe. The crisis has exposed perva-
sive weaknesses in the global financial system. Central banks have undertaken open mar-
ket operations to ensure member banks remain liquid, and have also lowered the interest
rates charged to member banks for short-term loans.

In East Asia, the CMI was agreed to at the ASEAN+3 Finance Ministers' Meeting in May
2000 in Chiang Mai, Thailand. The CMI enhancement review was completed at the
ASEAN+3 Finance Ministers' Meeting on May 4, 2006 in Hyderabad, India. The CMI will
enable both countries to swap their local currencies against US dollars. The CMI was under
the arrangement that an immediate need arises that would require short-term liquidity
support. The Bilateral Swap Arrangement (BSA) signals the continued solidarity of the
ASEAN+3 member countries in promoting financial stability in the region.

The author discovered that financial cooperative systems in ASEAN+3 are extremely
important for financial system stability in the East Asia region financial markets. Mainly,
Japan and China, should positively work towards the construction of financial cooperative
systems through the usage of the networks of BSA in ASEAN+3.

F—T7—F ASEAN+3, F 234 - A=V T774 7, 2EBAT Y THHR, SRS AT
L DRENE BRI

Keywords : ASEAN+3, Chiang Mai Initiative (CMI), Bilateral Swap Arrangement (BSA),
Financial System Stability, Financial Cooperative Systems
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