
Ten years after: 
Implications of the current financial market turmoil

Dr. Atchana Waiquamdee
Deputy Governor
Bank of Thailand



I.  The 1997 East Asia Crisis 
II. Latest Episode
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Causes of the 1997 Crisis

ÁFixed exchange rate:
ïImpossible Trinity : 

Independent Monetary Policy ·Fixed exchange rate ·Free capital flows

ÁOver-reliance on banking sector and short-term external debt
ïDouble mismatch

ÁUnderdeveloped bond market, long-term funding not available 

ÁWeak banking sector

ÁWeakness in underlying economic fundamentals; overvalue of 
currency
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The 1997 Crisis : Lessons learnt

ÁReform monetary policy : new monetary policy framework
ïFlexible exchange rate under inflation targeting framework

ÁFoster domestic banking reform and recapitalization

ÁEnhance the development of domestic bond market 
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Why develop domestic bond market ?

For Issuers:
ÁDiversification of risks from the banking system to investors
ÁGreater efficiency in fund raising 

ïGovernment sector: cost effective
ïCorporate sector: still limited, needing to be developed

For Investors:
ÁBond as a tradable credit instruments offers liquidity to lenders.
ÁWider range of investment alternatives for both institutional investors and general 

investors improves their ability to diversify risk.


