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		Abstract

		This paper examines the determinants of economic and financial linkages between developed and developing countries, with special focus on East Asia. The synchronization of business cycles depends upon trade flows, production structures, and to a lesser extent, capital account openness. The correlation of stock and bond returns in emerging markets also depends upon trade flows. There does not appear to be a statistically significant difference between the behavior of East Asian economies and developing countries in other parts of the world. Finally, the analysis confirms that dollar movements have a large effect upon East Asian competitiveness, especially in the years leading up to the crises of 1997-1998. However, the effect of dollar/euro movements appears to be larger than that of dollar/yen movements, contrary to expectations. In the post-crisis period, only the Chinese yuan conforms to the general presumption that dollar/yen fluctuations have a dominant impact on East Asian effective exchange rates. The paper discusses some recent efforts to reform the international financial architecture. The conclusion discusses the prospects for adjustment in light of the empirical relationships identified. 
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