


FOREWORD 

 

 

The uncertainty of QE tapering in the advanced countries has generated expectations 

concerning capital outflows and deepening of sell-off assets in the region. In fact, the Institute 

of International Finance (IIF), reported that in early 2013 emerging market conditions have 

continued to be quite choppy, including a significant market correction. However, 

retrenchment of flows in the middle of 2013 from the emerging economies is proven to be 

temporary as the global economy gained pace and the markets absorbed the impact of Fed 

tapering since its decision in December 2013. While the IIF continues to expect a gradual 

rebound in capital flows to emerging economies in 2014 and 2015, there are some elements 

of uncertainty, in particular when the advanced economies start to increase their key interest 

rates, which may result in the narrowing of interest rate differentials, resulting in a surge of 

capital outflows from this region. 

 

Hence, the challenge to policymakers in the developing economies is thus how to 

manage these boom-bust cycles of capital flows to ensure that they do not have any long-term 

adverse effect on the economic growth and financial stability. To address these issues, policy 

makers are implementing or searching for appropriate policy responses. 

 

Among other things, two questions are attracting our keen attention. First, what are the 

right policy tools and the right combination of them to deal with large capital flows, both inflows 

and outflows at the individual economy level?  Second, do we need regional initiatives or 

actions to complement and facilitate domestic policies in managing surge in capital flows? If 

yes, what are the more realistic regional initiatives or actions? 

 

 In light of this,  SEACEN held the High-level Seminar on “Global Liquidity and Impact 

of Capital Flows on Exchange Rates in Emerging Asia,” in Bandung, Indonesia, on 9-11 June 

2014, to discuss these issues, among others.  

 

This publication is a selected collection of the papers presented and discussed in that 

Seminar. The objectives of the High-Level Seminar were: 

 

 From a central bank's perspective, what is the optimal policy mix to minimize the 

volatility of exchange rates?  

 Following ample global liquidity given that some central banks have actively intervened 

in the foreign exchange market, what would be the consequences of accumulation of 

sizeable foreign exchange reserves? and; 

 What would be the effect on exchange and the equilibrium rates and policy responses 

following potential unwinding and tapering of quantitative easing on Emerging Asia in 

the near future? 

 

SEACEN would like to take this opportunity to record its profound gratitude and 

appreciation to Governor Agus D.W Martowardojo and Bank Indonesia for kindly hosting the 

Seminar.  Thanks also go to Dr. Hendar, Deputy Governor of Bank Indonesia as well as Mr. 

Made Sadguna, Senior Director, Senior Advisor, Center for CB Research & Education, Bank 



Indonesia, who delivered Dr. Hendar’s Opening Address as well as officiated the Opening 

Ceremony of the Seminar.   

 

SEACEN is grateful to the following authors of the papers included in this Volume:  

 

 Prof. Masahiro Kawai, Former Dean of ADBI and Professor from Graduate 

School of Public Policy, University of Tokyo for the Keynote Address on “Asia’s 

Response to Capital Flows since the GFC”; 

 Dr. Herbert Poenisch, SEACEN Consultant, for also helping SEACEN design the 

Seminar program, as well as preparing the Summary of the Proceedings and 

editing this Volume; 

 Dr. Rizki E. Wimanda, Senior Economist, Head of Research Specialist, Financial 

Market and External Sector, Economic and Monetary Policy Department, Bank 

Indonesia;    

 Dr. Tu Yonghong, Professor, School of Finance, Renmin University of China; and 

 Dr. Kenneth Coates, University of Montevideo, Uruguay. 

 

SEACEN also thanks Ms Emily Poole, Manager, International Finance, Reserve Bank 

of Australia, for serving as resource speaker. The efforts of Mr. Biswajit Sarangi of the Reserve 

Bank of India, Mr. Kuang-Huei Lee of Central Bank, Chinese Taipei and Ms Daungporn 

Rodpengsangkaha of Bank of Thailand are greatly appreciated as panel discussants for 

Session 2.  SEACEN is grateful to Dr. Kenneth Coates, Dr. Ilhyock Shim, Senior Economist, 

BIS Asian Office, Dr. Tu Yonghong and Dr. Hans Genberg, SEACEN Adviser for 

Macroeconomic and Monetary Management, for serving as panelists for the Session 4. Lastly, 

appreciation goes to Dr. Dongkoo Chang and Dr. Vincent Lim Choon-Seng for chairing the 

panel discussions.  

 

The views expressed in these proceedings are those of the resource persons and do 

not necessarily reflect those of their respective institutions, SEACEN member central banks 

and monetary authorities or The SEACEN Centre. 
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