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Positioning of the FRMS

Relationships with Existing International Financial Institutions

The Framework for Regiona Monetary Stabilization (FRMS) is proposed to avoid recurrence of
currency, financid, and economic crises in East Asa, and to attain sustainable economic development
and prosperity in both member nations and in the region. Its functions are devised to strengthen the
immunity of member nations againg future crises and, in the event of such crises, to swiftly inject
liquidity into criss-hit countries within the region. To achieve its gods, the FRMS will be prepared to
establish and maintain close cooperative reaionships with exidting internationd financid indtitutions such
as the IMF, the IBRD, and the ADB; the FRMS may provide support to such IFIsin certain cases,
and may aso ask for assstance from them.

In conducting surveillance, the FRMS will attach grest importance to surveillance in East Asa, which
enhances the scope of “on-the-ground” studies in member nations and in the region. The FRMS will be
ready to provide IFls with the results of its regiond surveillance, to contribute to better understanding
by them of the latest economic, financia, and socid Stuations of member nations. The FRMS will dso
be ready to disclose to IFls its studies and research conducted on various issues in the region.
Information pertinent to the region will be of good help to IFIsin deciding their policies related to East
Ada The FRMS will expect in return to have easy access to data from IFls, especidly ther
aurvelllance, which will surdy benefit the FRMS in degpening and enriching its own surveillance and
recommendations to its member nations.

The FRMS will dso be ready to cooperate with IFls in monitoring implementation of policy
recommendations prepared by them for a member nations, and in arranging and managing financing to
member nations. Thereby, the FRMS will complement and cooperate with 1FIs. The IMF, the IBRD,
and the ADB will be expected to participate in a committee to be established by the FRMS, in which
al survellance reports are to be discussed and dl policy recommendations checked. The FRMS will
be ready to receive staff seconded from IFIs, who will be expected to play roles in the surveillance
teams of the FRMS.

Relationship with the IMF:

Since the FRMS and the IMF will have the same objectives as internationd financid inditutions (i.e.
prevention and resolution of currency, financia, and economic crises), the rdaionship with the IMF is
of utmost importance to the FRMS. Since the FRMS will conduct regiona surveillance with “on-the-
ground” studiesin its member nations, their results accompanied by opinions on the economic, financid,
and monetary circumstances of the countries surveyed, once disclosed, must be quite informative to the
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IMF, and should enhance the IMF’ s understanding of countries in the region. The FRMS will support
the IMF in this regard, and hence may be seen as supplementd to it. These two inditutions should
maintain close communication with each other, to minimize differences in their observations and
understanding of economic, financid, and socid conditions in member nations. Such differences could
have mgor effects on the recommendations and conditions to member nations, which could cause
confusion and, at worst, creste moral hazards.

The principle of mantaining close communication with the IMF will enable each of the two financid
inditutions to edablish efficient and effective conditions on any criss-hit country, without crucia

discrepancy.
When emergency lending is needed in case of a crigs in the region, the FRMS will endeavor to inject

liquidity into the crigs-hit country in concordance with the IMF. The IMF will be expected to
cooperate with the FRMS, toward smooth implementation of such cooperative financing.

Relationships with Other International Financial | nstitutions:

The main objectives of the IBRD and the ADB are fostering economic growth, supporting structural
reforms, and reducing poverty in developing nations, wheress those of the FRMS and the IMF are
prevention and resolution of currency crises. The likelihood of mutualy complementary relaionships
with these indtitutions gppears clear. The FRMS will cooperate with the IBRD, the ADB, and other
IFls, as well as with the IMF, in conducting surveillance and in utilizing fundamental economic data on
each country in the region.

Relationships with Countries in the Region

East Adan naions will be expected to participate in the FRMS and become its members, beginning
with ASEAN countries and China, Japan and Korea (ASEAN+3 countries). Membership will be
accompanied with some obligations to bear and some benefits to enjoy, which will be stipulated in due
course. Each member will regularly be requested to provide the FRMS with the latest information on its
domestic economic data, with human resources, and with money to cover alotment of operating
expenses and emergency liquidity support in cases of crigs. The FRMS will intend to promote
trangparency among member nations, stimulating disclosure of their economic data and policy diaogue.

Member nations will especidly be expected to accept and observe policy recommendations by the
FRMS, which is crucid to success of the framework. The economic, financid, and fisca conditions of
each member nation will be examined through surveillance by the FRMS, and other member nations
will check how the surveyed country succeeds in complying with policy recommendations by the
FRMS. Members are expected to be cooperative in the decison-making process a the Genera
Mesting and at the Board of Executive Directors.

Relationships with Countries outside the Region

The FRMS will not be an exclusve organization that disdlows admission of non-ASEAN+3 countries.
It will keep the door open to newcomers, and welcome entry of countries that hope to join it, under the
condition of observing covenants stipulated for membership, including sharing the burden of expenses
and rescue-package disbursements.



