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3. Internationalisation of EME currencies

Over the past decade, internationalisation of EME asset holdings has proceeded
apace. For instance, as Annex Tables A2 and A3 show, at the end of 2012 the foreign
share in total holdings of Asian and Latin American local government bonds has
risen from very low or negligible to 10-50%. In the equity market, this share was 20-
45% in many cases. At the same time, however, the EME official sector has invested
much of its foreign assets in major advanced economies’ currencies. This
discrepancy between the asset preferences of foreign investors' and those of the
EME official sector raises questions about the future role of EME currencies in
international asset allocation.
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