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6 Conclusion

Recent economic and population growth in China, India and other developing countries in Eastern
and Southern Asia has led to world-wide recognition that these countries are important partici-
pants in the global economy, and that their exchange rate policies matter, not only for Asia, but
for the rest of the world. This paper provides detailed empirical analysis of exchange rate move-
ments for developing Asian countries over the period 1970-2008, focussing on countries in Eastern
and Southern Asia because these countries are strengthening their ties with the developed world,
and they are also becoming more integrated among themselves. We investigate the short-run and
long-run effects of trade liberalization, a productivity improvement in the traded sector, contrac-
tionary monetary policy and expansionary government consumption on real exchange rates in these
developing countries, placing an emphasis on the size and dynamics of exchange rate responses to

different types of policy shocks.
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