References

Papa No. 2504, The Economic Research Unit, Faculty of Economics,
Chulalongkomn University.

Asia Pacific Economic Group. Asia Pacific Profiles 1996.

Bank Indonesia. Annual report. (various issues).

Bank Negara Malaysia. Annual report. (various issues).

Bank of Thailand. 1996. Analysing Thailand’s current account deficit. Bapk of
Thailand Economic Focus 1 (January-March),

Bank of Thailand. 1996. Analysing Thailand’s short-term debt. Bank of Thailand
Economic Focus 3 (July-September).

Beers, David T. 1997. Standard & Poor’s sovereign rating criteria. In Frank J.
Fabozzi (ed.), < of fixed income securities, 5* edition, pp. 460-
472. London : IRWIN Professional Publishing.

Cantor, Richard, and Frank Packer. 1996. Determinants and impact of sovereign
credit ratings. The Journal of Fixed Income (December) : 76-91.

Currency Swaps. Derivatives Survey 1993. London : Euromoney Publications;
45-48,

Demirguc-Kunt, Ash, and Enrica Detragiache. 1997. The Determinants of banking

~ crises : Evidence from developing and developed countries. IMF Working

Paper (Septerber).

Dym, Steven. 1997. Credit risk analysis for developmg country bond portfolios.

Feder, Gershon, and Lily V. Uy. 1985. The Determinants of international
creditworthiness and their policy implications. Journal of Policy Modeling 7 :

133-156.
Friedman, Irving S. 1983. The World debt dilemma: Managing country risk. USA :
Council for International Banking Studies and Robert Morris Associates.
Gujarati, Damodar N. 1995. Basic econometrics. 3™ edition. Singapore : MaGraw-
Hill.




98

Glaister, K W. 1987. 7 sy AN
Great Britain : Longman Economic Studies.

HSBC James Capel Asia. 1997. Asian economic insight 20 (December) : 5-15.

Hubhne, Christopher. 1995. The Art of sovereign risk. Capital Market Strategies 4
(January) : 21-27.

Interest Rate Swaps. Derivatives Survey 1993. London : Euromoney Publications :
61-62.

Jankus, Jonathan C. 1997. Relating global bond yields to macroeconomic forecasts.
The Journal of Portfolio Management (Spring) : 96-101.

Krugman, Psul R., and Maurice Obstfeld. 1997, International economics : theory and

policy. 4® edition. New York: Addlson-Wesley Longman
Mishkin, Frederic S. 1995, The Ec: ICS L. 2 3 8
markets. 4* edition. New York : HarperCollins College Publishers.
Rivera-Batiz, Francisco L., and Luis A. Rivera-Batiz. 1994, Intemational finance
ics. 2* edition. USA : Macmillan

Publmhmg

Publmhmg
Setber, Marilyn J. 1982. Internations ntries.
Pergamon Policy Studies on International Development New York :
Pergamon Press.
Song, Tan Kim. 1997, The ASEAN Six. Regional outlook it
' Institute of Southeast Asian Studies. Singapore : 48-66,
The Economist Intelligence Unit, Indonesia; EIU Country Profile. (various issues).
The Economist Intelligence Unit. Malaysia: EIU Country Profile. (various issues).
The Economist Intelligence Unit. Philippines: EIU Country Profile. (various issues).
The Economist Intelligence Unit. Thailand: EIU Country Profile. (various issues).
The Financial survey (November-December, 1997).

Vine, Allen A. 1997. High-yield analysis of emerging markets debt, In Frank J.

Fabozzi (ed.), The handbook of fixed income securities, 5 edition, pp. 473-

498. London : IRWIN Professional Publishing.
World Bank. 1996. World Debt Tables 2.




Appendix A

Cross-currency swaps can be viewed as the combination between currency and
interest rate swaps’, where the parties exchange both principal and interes rate
exposures in two different currencies over a given period of time. One basic example
of cross-currency swaps is the fixed-to-floating rate currency swap generally used by
borrowers to convert borrowings in one foreign currency into borrowings in their
domestic currency in order to eliminate both currency and interest rate risk.

For example, a Thai corporation with Thai baht income has an outstanding
debt in US dollar LIBOR. This company will have currency and interest rate risk
when US interest rates are rising and the dollar appreciates. Thus, to hedge against
increasmgwmncylosses,theThaibomwercanmerhuoacmmmcyswapin
which he pays baht fix and receive dollar Libor in return. In doing so, the borrower
can not only hedge currency risk, but also pay baht fix at a time of rising US interest
rates—Libor (see Exhibit a).

- A currency swap is the exchange of principal or notional amount in two different currencies:
wlmm,mimuulmmswaphﬂumhmgedmmofmmmminthem
currency, gencrally fixed rate against floating rate.




Exbibit a: Cross-currency swap.
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Assume a Thai company wants to borrow 430 billion baht for one year.
To hedge its currency risk, the company will borrow US$ 10 billion (spot rate
= B 43/3) and enter into a cross-currency swap in which it pays baht fix and
receives USS Libor.

Initis) Exchange

Lender / Bank A

l USS$ 10 billions

USS 10 billions
Thai Company | Swap Counterparty / Bank A
ons

Periodic Paymenis

Lender / Bank A

l US doliar Libor

US dollar Libor >
Thai Company Swap Counterparty / Bank A
¢ paht hix

Thai company pays baht fix to the swap counterparty and pays US$ Libor
to the lender but receives USS$ Libor from the swap counterparty.

Exchange at Maturity

Lender / Bank A

IUSS 10 billions

USS$ 10 bitlions

Thai Company - Swap Counterparty / Bank A
F3Ubillions Baht ™

The principal amount exchanged at the beginning of the transaction are re-
exchanged at maturity. Thus, the Thai compamy receives US$ 10 billions from
the swap counterparty to pay for US$ 10 billion loan and pays 430 billion baht
to the swap counterparty.




Appendix B

As there are many varieties of factors indicating the risk inherent in investing
in foreign countries, this appendix summarizes some important indicators and issues,
of economic risk needed to be analyzed in detemumng the value of an investment in
foreign country, as follow:

1. Economic Structure and Inflation
* Rate and pattern of economic growth: real GDP growth, per capita income
* Size and composition of savings and investment: savings/GDP,
investment/GDP
‘e Inflationary pressures: inflation rate
* Rate of money and credit growth: M2

2. Balance of Payment Flexibility
& Structure of trade and current account balances: export/import ratio,
export/GDP, import/GDP, current account deficit/GDP
* Size and composition of exports and imports
¢ Adequacy and composition of capital inflows: direct i investment, portfolio
flows or debt flows

3. External Finaacia! Position
¢ Size, maturity and currency composition of external debt: debt/GDP,
debt/exports, short-term debt/total debt, private debt/total debt, debt service
ratio _ :
® Adequacy of foreign reserves: foreign exchange reserves/debt service,
foreign reserves in months of imports

4. Economic Policies and their Influences
¢ Monetary policy
¢ Fiscal policy
¢ Exchange rate policy
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