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Abstract

The financial crisis triggered by U.S. subprime mortgage from the March 2007,
have been swept into a global intertwined economic and financial crisis since the
fourth quarter of 2008. Under the influence of the crisis, many banks in Europe and
the United States have been in trouble, some banks even have collapsed. In the
context of financial globalization, Southeast Asia's commercial banks also can’t
immune from the global financial turmoil which produced impacts on the banking
system through various transmission channels. After the East Asian financial crisis of
1997, Southeast Asia's banking system has conducted a more comprehensive reform,
which is still in the process of transition and developing when the U.S. financial crisis
erupted. What extent does the U.S. financial crisis impact on Southeast Asia’s banking
system? Compared with Europe, what’s the difference? Does the banking system have
enough power to withstand the crisis? Are there some potential risks still existing in
the banking system? All these questions are worth discussing.

This paper tries to answer the questions which are mentioned above based on the
case study of Singapore, Indonesia, Malaysia, and Thailand. Based on asset adequacy,
asset quality, liquidity, profitability, this paper firstly compares the operation of the
banking industry in before and after the U.S. financial crisis. The result shows that
although ASEAN-4’s banking industry was subject to greater loss and bad debts
during the period of the U.S. financial crisis, there’s no significant deterioration in
asset quality. Coupled with relatively abundant capital adequacy, the entire
fundamental of bank system remained still good. In a word, the U.S. financial crisis
had limited impact on ASEAN-4’s banking industry. This not only due to the
resilience of Southeast Asian’s banking sector have increased in general before the
outbreak of the subprime crisis, but also due to more prudent macroeconomic and
financial policies and effective measures taken by these countries after the outbreak of
the U.S. financial crisis.

As Southeast Asian’s banking sector is still in the period of reform and
adjustment, its development path obviously distinct from other countries and regions.
Although the international banking sector have suffered great loss because of the U.S.

financial crisis, there was no foreign bank withdrawal from ASEAN-4. Foreign bank’s
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performance remains steady. Meanwhile, the local banks accelerated the pace of
expansion during the period of the U.S. financial crisis. At the same time, these
countries continued to liberalize foreign banks’ restrictions and develop the Islamic
banking industry. All theses making ASEAN-4’s banking sector swigged outside the
financial crisis to some extent.

However, given the remained weak external economic environment and complex
domestic economic situation, added by the delay of risk transmission from real
economy to banking sector, there are still some potential risks existing in the
ASEAN-4’s banking industry. As the situation of U.S. financial crisis is not entirely
clear now, these potential risks may be translated into reality in the future. Thus,
national financial supervisory authorities and commercial banks of these countries

still have a long way to go.
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