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ABSTRACT

After the breakout of US Sub-Prime Crisis, Crisis has been spread rapidly to
world’s major economies. The Financial Crisis has not only posed serious harm on the
real economy of US, but also brought great challenge to the economic development of
other countries and region, especially Eastern Asia economies.

East Asia real economy has been seriously affected by the United States
Financial Crisis. Though various economies in East Asia have suffered different
influence, almost every country has been confronting risk of economic decline.
Export and FDI inflows of East Asia countries have been decreased by virtue of the
Crisis. By comparison of East Asia countries’ performance of GDP growth rate,
export and FDI inflows under US latest four economic recessions, we find that these
indexes’ performance has been highly coordinated with US economic trend.

Under the VAR framework, we select China to test factors influencing its FDI
and export performance. The results shows U.S. real exchange rate and consumer
confidence index (CCI) do Granger cause China’s export separately. U.S. Total Stock
Market Index (TSMI) and real exchange rate do Granger cause China’s FDI separately.
At the same time, Impulse Response Function (IRF) justifies the Granger test results
and indicates that China’s FDI and export couldn’t recover from the impulse coming
from U.S. TSMI, CCI and real exchange rate until 18 months later.

The eruption of U.S. financial crisis shows again the urgent need of changing
export-oriented strategy of East Asia countries, and more importantly, economic
cooperation in East Asia, which would be the optimum choice for East Asia

economies

Key Words: US Financial Crisis, East Asia economies, Real economy
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