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Reasons for Economic Fluctuations in
East Asia from 1980 to 2006
Analysis Based on Panel VAR

CHE Wei-han, WANG Qian

(School of International Business Management » Shanghai University of

Finance and Economics, Shanghai 200433, China)

Abstract; The synchronization of the economic fluctuations in East Asia
has been confirmed academically. By establishing a panel VAR model, the
paper tests the impacts of six different shocks on the economic fluctuations
in East Asia. Then it studies the dynamic responses of macroeconomic varia-
bles to these shocks and the pass-through effects of exchange rates and infla-
tion on the economic fluctuations. The results indicate that domestic supply
shock, domestic exchange rate shock, foreign interest rate shock and foreign
demand shock have strong influences on the economic fluctuations in East
Asia. External shocks affect the economic fluctuations through exchange
rates and internal shocks mainly rely on inflation to influence the economic
fluctuations. With the process of economic integration and the continuous
opening-up of financial markets in East Asia, the economies in East Asia
should pay great attention to external demand change and the fluctuations of
interest rates in the world.

Key words: economic fluctuation; panel VAR; impulse response; va-
riance decomposition
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