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How Southeast Asian Economies Were Affected by
and Responded to the Global Financial Crisis

Shiow-Chyun Jin

Specialist
Economic Research Department, CEPD

Abstract

More than a decade has passed since the Asian Financial Crisis
erupted in Thailand in 1997. Most of the Southeast Asian countries
hard hit by that crisis were able to restabilize their economies through
the emergency support measures provided by the International
Monetary Fund (IMF) and the vigorous implementation of economic
reforms. Buoyed by exports, investment and consumption, they
posted growth rates matched by few elsewhere in the world in the
ten-year period from 1998 to 2008. But in 2008, their economic
resurgence was knocked back again by the outbreak of the global
financial crisis triggered by the collapse of Lehman Brothers in
September of that year. As global trade contracted sharply in the wake
of the crisis, the export-oriented Southeast Asian economies were
severely affected by rapid export shrinkage, evaporating capital
inflows, and stalling economic growth.

In response to these circumstances, and drawing on their
experience in the 1997 crisis, the region’s governments actively
adopted monetary and fiscal loosening policies, moving swiftly to cut
interest rates, implement rescue programs, and take steps to boost
domestic demand, with the aim of reinvigorating their economies.
Thanks to the effectiveness of these measures, most of the countries in
the region began to show a marked upturn in their gross domestic
output, exports and economic growth from the second quarter of 2009,
and were clearly into recovery in the third quarter of the year. But
though their economies are expected to continue to recover in 2010,
there are concerns about inflation and asset-price bubbles that stlll
need watching closely.
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