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DO00000 000dodnd Thecrisis became evident in July,
1997. Overseas creditors began withdrawing short-term capital from
the region, placing intense pressure on the exchange rates for the
currencies of Thailand, Indonesia, Malaysia, the Philippines and
South Korea. These five countries had been heavily dependent on
international capital flows. In 1996, there was an inflow of $US 93
billion. But a year later the flow was reversed. In 1997 there was an
outflow of $12 billion. As capital was withdrawn from the region and
the exchange rates of the five countries depreciated, or fell, panic set
In amongst foreign creditors. The result was a deepening spiral. As
capital was withdrawn, the exchange rate depreciated, leading to
more capital outflows. Economists call these panics herd behaviour.
where the creditors in a market all rush, or stampede, for the exit,
trying to get out first. Usually, their behaviour is not based on the real
underlying economic conditions in the market (the fundamentals),
but rather on the behaviour and expected behaviour of other
creditors. 00000000000 ooooooooo
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