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“Big picture” and motivation
 Financial integration – benefits and costs

 Diversification vs. contagion
 Asian countries affected by a crisis not of their 

making
 Without direct exposure to toxic assets
 “Common lender” or “common investor” effects
  a result of leverage constraints

 Financial ties stronger than trade ties
 A model to explain the transmission 

mechanism



  

Just look at India to agree…
Transmission

FII Flows (Cumulative since June 2007)
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Overnight rates (Mumbai Inter-bank Offer Rates)
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Just look at India to agree… 
Real effects



  

Crises 
change the 
rules of the 
game



  

Existing literature



  

Existing Literature



  

Concluding remarks

 Good paper on an important topic
 Suggestion: Authors may work a bit 

more on differentiating from the 
existing literature



  

Thank you
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