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Reviewing on Currency Attacks on THB and HKD During the Asian Financial
Crisis: from the technical perspective

Abstract: The most striking feature of contemporary speculative currency attack is its
three-dimensional nature, that speculators attack one currency in the money market, foreign exchange
market, stock market and financial derivative market simultaneously. During the Asian financial crisis,
Thai Baht was the first victim to speculative attack and its collapse marked the onset of Asian financial
crisis, while Hong Kong Dollar secured a narrow escape. The currency attacks Thai Baht and Hong Kong
Dollar suffered reveals: (i) the process of capital account liberalization should be carefully managed,; (ii)
currency attack always sows its seed at the beginning of capital inflow thus the work to deal with it
should start at the same time; (iii) fixed exchange rate is prone to be attacked thus we should prevent the
exchange rate from being overvalued and increase its flexibility whenever it is possible; (iv) adequate
foreign exchange reserve is necessary but not sufficient to survive a currency attack; (v) the cooperation
and coordination between different departments of the government, the improvement of market institution
and the intervention at the bottom of the market altogether will help to defeat the speculators.

Key words: Speculative Currency Attack; Asian Financial Crisis; Thai Baht; Hong Kong Dollar; Capital
Account Liberalization.
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