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Outline

• Impact of global financial crisis on Asia-Pacific 
economies

• Policy responses and recovery

• Double dip and new policy challenges, circa 2011

• Policy lessons for reforms at national, regional and 
international levels



Global financial crisis

 Started as a crisis in US sub-prime markets

 Spread quickly across markets after the Lehman 
Brothers’ collapse

 Stock markets around the world fell over 30% 
between September-December 2008

• US$ 18 trillion of market capitalization vanished in the G7 
economies

• World GDP contracted by -1.9% in 2009

 Asia-Pacific region also affected 

Trade and capital flows as the principal 
channels of Impact
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Net private capital flows to emerging 
Asia turned negative

Decline of exports was much more 
severe compared to the previous crises

Export growth of most Asian countries turned 
negative during September-December 2008

Impact depended on the 
extent of trade 
dependence of the 
economy and exposure 
to short-term capital 
flows



Asia-Pacific policy responses

And pursued expansionary monetary 
policy lowering interest rates close to 
zero

Most governments quickly rolled out sizeable fiscal stimulus packages
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Assisting 
affected sectors 
such as SMEs, 
trade finance, 
unemployed 
workers, 
infrastructure 
spending, energy
conservation, job
creation etc.

Global policy coordination 
through G20 also helped

Robust and broad-based recovery in 2010

But new policy challenges 
emerge
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Managing volatile capital flows  

 A-P assailed by volatile capital flows 
from loose global liquidity

 Leading to dramatic asset price 
rises, eg. property, equity markets 
though with some signs of peaking 
out in mid-2011

Equity market indices 2008-2011 (2008=100)
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Capital controls increasingly 
used, as advocated by 
ESCAP, and need to be 
encouraged where 
necessary 

Rising oil and commodity prices and 
inflation

• Impact on poor: ESCAP 
estimates additional 46 million 
people in poverty in Asia-Pacific 
region 

• Policy responses in terms of 
monetary tightening which 
affects the pace of recovery
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Coping with double-dip scenario for 
U.S. and Europe in 2011

A key difference this time is that policy options for 
advanced economies are much more limited compared 
to 2008

Growth of Asia-
Pacific economies 
especially the 
export-oriented ones 
is affected. 

Policy lessons 1: Imperative of 
rebalancing of Asia-Pacific growth

 Challenge is to boost demand 
in the region to complement 
sluggish demand in developed 
countries

• Boosting consumption in East 
Asia and investment in Southeast 
Asia

 Focus on inclusive growth and 
narrowing development gaps

• Agriculture productivity and rural 
development

• Basic services and infrastructure

• Job-oriented growth

• Social protection

• Financial inclusion 
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