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Abstract

East Asia generally walks path of the export-oriented economical development,
which on the one hand promoted the national economy at high speed, caused most
economies to be frail on the other hand. As a result, to some extent it becomes
necessary to hold the certain foreign exchange reserve in order to maintain the normal
foreign trade, guard against or melt the financial risks.

East Asia dways is the area that accumulates most of the worldwide foreign
exchange reserve. But the majority of them encountered the shortness of foreign
exchange reserve comparative to the actual need for it, which is an important reason
why some East Asian economies fell into the Financial Crisis. The condition has
changed radically since the Financial Crisis. The rapid increase in the foreign
exchange reserve has become a universa phenomenon in East Asia, which attract
enormous attention from home and abroad to the East Asian economic devel opment,
the foreign exchange reserve as well as the exchange policy. These questions have
become more sensitive with the depreciation of US dollar since the year of 2002. For
awhile, the reform in East Asian foreign exchange system and the evaluation of the
currency becomes a hot topic of discussion. After the foreign exchange reserve is
growing greatly, how to manage it effectively receives the same concern.

The paper tries to answer the following questions base on the study of East Asian

ten economies: What is the trend of change in East Asia’s foreign exchange reserve in

recent years, are there some different characteristics before and after the Financia
Crisis? Which factors influence or even decide the tendency of change in East Asia's
foreign exchange reserve? How the change in foreign exchange reserve influences the
economic development of East Asia? How East Asia effectively manages its
huge-scale foreign exchange reserve? The research on these guestions helps make
clear the relation between change in the foreign exchange reserve and economic
development, summarize the lessons from the experience of East Asian economic
devel opment, strengthen the abilities to guard economic risks.

The paper tries to make some contribution to the following: First, it establishes a
basic model that reflects the relation between supply and demand of foreign exchange
and the exchange rate. Second, the trend of change in East Asia’s foreign exchange

reserve and the effect it makes on the economic development of these economies are



analyzed. Third, following the rapid increase in foreign exchange reserve since the
Financial Crisis, foreign exchange reserve management question is becoming
prominent, after introducing four economical bodies reserve management practices;
this paper makes some beneficial suggestions about China's foreign exchange reserve
management.

Key Words. East Asia; Change of Foreign exchange reserve; Reserve Management
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