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Abstract

East Asia has realized that it has great risk to depend on the foreign capital, after
1997 financial crisis. East Asia tried to improve the financial system and strengthen
financial cooperation, so as to avoid the recurrence of financial crisis.

This thesis tries to address the issue of the financial integration of East Asia. First
of all, the basis of financial integration of East Asia was analyzed which included the
capital mobility, liberation of capital account and the development of equity market
and bond market. Further more, empirical analysis was done on the East Asian
financial integration by saving-investment relationship, consumption risk sharing, and
relationship between East Asia equity markets and the two main international markets.
The main findings of this thesis are as follows:

The general financial integration of East Asia is not very high so far. However,
after the financial crisis, the financial integration has been improved. Among all the
sub samples of East Asia, the most financial integration area is ASEAN.

The integration of East Asia equity market and bond market are both very low.
With the time going, the integration has been improved. At the same time, global
integration is higher than the regional integration in equity market of East Asian, but
the bond market of East Asia reverses.

This thesis tries to complement and improve the research of East Asian financial
integration from capital mobility, consumption risk sharing and the measurement of

integration of equity market and bond market of East Asia.

Key words: East Asia; Financial integration
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