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Is it Possible that East Asian Countries Create a
Monetary Union?’

TH T

Keiko TAMADA**

Abstract

Is there any possibility that East Asian countries create monetary union? This paper an-
swers this question using structural VAR model. Based on the theory of optimal currency
area, high correlation of aggregate demand shock and aggregate supply shock between
countries suggests that it is desirable to create monetary union. So, in this paper, aggregate
demand shock and aggregate supply shock in each country are estimated and correlation of
shock and response of shock are analyzed. The result is that creation of monetary union in

East Asia is not impossible if European monetary union succeeds.
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