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This paper documents the economic and financial recovery of Fast Asia based on
its real GDP, export, currency value and stock performance since the 1997 financial
crisis. A macroeconomic model is used to estimate the chain effect of international
trade on Asian recovery. It is found that the U.S. economy had a significant impact
on the recovery of this region through close international trade relationship. Two
major factors appear to explain the recent rapid recovery: (1) strong U.S. economic
growth and currency value, and (2} the current account surplus and net mflow in
foreign direct investment of crisis-hit countries.
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1. Introduction

The fast growing Asian economy encountered a severe financial crisis in
July 1997. Profound as its wopact, the financial crisis has put many coun-
tries in this region through the experience of the first recession since World
War II (see Fisher, 1999). The crisis first occurred in Thailand and quickly
spread to neighboring countries. The severity of this crisis in East Asia
as well as the speedy transmission to other regions has drawn consider-
able research interest recently. Most of the existing studies have focused on
macro explanations for the onset and propagation of this financial criss.
Major arguments include sensitivity to macroeconime factors (Kodres and
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