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Who we are Our mission Credit strength
Multilateral Development Bank (MDB) To improve economic and social Strong support from diversified global
established by international treaty and developmentin Asia, through a focus on shareholderbase. USD100 billion capital
headquartered in Beijing, founded to bring sustainableinfrastructure,cross- stock with 20% assigned to paid-in
countries togetherto address Asia’s border connectivity and private capital. Conservative risk management
infrastructure funding gap, estimated at capital mobilization. Projects are and financial policies. Experienced
USD26 trillion through 2030." Our core supported via sovereign and management team. AAA/Aaa/AAA
principles are openness, transparency, nonsovereignloans, equity creditrating with stable outlook. 0% risk
independence and accountability. participations and guarantees. weighting from the BIS.
The bank's foundation is built on the lessons and Lean, with a small Clean, an ethical Green, an institution
experience of existing Multilateral Development efficient management organization with zero built on respectforthe
Banks (MDB) and the private sector. Its modus team and highly skilled tolerance for environment.
operandiis to be: staff. corruption.
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OVERVIEW OF SHAREHOLDING
STRUCTURE
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Outline

« Case 1: Autonomy of Monetary Policy:
» Effectiveness of Capital Control.

e Case 2: International tourists market and air traffic infrastructure
* Environmental impact mitigation;
* Regulation improvement.
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Case 1:Autonomy of Monetary Policy

« Do Developing Countries Have to Import the US Monetary Policies?

The original framework of the Trilemma:

* Fixed exchange rate, Free Capital Flow, and Sovereign Monetrary Policy
cannot be achieved simultaneously.

The alternative framework of the Trilemma:

* Flexible exchange rate regimes produce monetary policy autonomy, such as,
Obstfeld (2015). gimes p ry policy y

 Capital controls are ineffective.
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AlIB Based on the results from Han, Xuehui-&

monetary shocks: Between-a-trilemmas
Elsevier, vol. 110 55 205-219——
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Competing recommendations:

* For emerging markets:  Only capital controls
prioritize exchange rate confer real monetary
flexibility (e.g., IMF’s Article autonomy Chinn and Wei
IV reports on the People’s (2013) and Rey (2013).

Republic of China, 2014).
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Empirical investigation

* Does a flexible exchange rate regime really confer
monetary policy autonomy?

 Capital control or flexible exchange rate regime,
which one is more effective?
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The methodology for the investigation

Monetary Part | Part Il Part Il
policy of |= |linkedto |+ |reflecting + |reflecting
country k domestic response to global risk
need US monetary appetite
policy

Based on
domestic
growth and
inflation

Could be
affected by a
country’s
nominal
exchange rate
regime and
capital controls
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With Capital Control

Without Capital Control
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Effectiveness of the policies in the traditional
framework

 Capital controls enable the periphery countries to be
fully immune to the interest rate changes in the US.

* Without capital controls, peripheral countries with fixed
exchange rate regime have to “import” the monetary
policy of the US whereas the ones with flexible
exchange rate regime only go together with the US for
easing episodes rather than the tightening periods.
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Using Blockchain and Distributed Ledgers for the Cross-
border Payments

» Traditional SWIFT cross-border payment.

o

Bank D - In Germany

SEPA payment system

s SWIFT Correspond m
: o pondent <
Bar!k B —.In l.lSA, havmg * relationship SWIFT
relationship with bank Cin Bank € — In Brussels

Brussels

USA
3d0odn3

Source: Infosys, white paper on Cross-border money transfer using Blockchain — enabled by

AEB Big Data. <N




» Cross-border payment using blockchain.
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Bank D - In Germany

Fedwire pay}nent system

USA

SEPA payw{ent system
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. Swift Correspondent E
Bank B - In USA, having relationship Swift

L

relationship with bank C in
Brussels

Bank C — In Brussels

Source: Infosys, white paper on Cross-border money transfer using Blockchain — enabled by
Big Data.
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Implications:

* The blockchain or distributed ledger will weaken the capital
controls, equivalent to non-capital control scenario.

 Leave the monetary policy choice of flexible exchange rate
regime as the only tool to be immune to the interest rate hikes of
core countries:

 For a periphery country with a fixed exchange rate:

» An increase/decrease in the interest rate by 66 basis points with 100-
basis-points changes in the US interest rate.

 For a periphery country with a flexible exchange rate:
* No impact when the US interest rate increases;

« A 63-basis-points decrease with 100 basis points decrease in the US
interest rate.
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Case 2: International tourists market and air

traffic infrastructure
Methodology:

* A gravity model using the bilateral cross-border
visitors as the dependent variables.

* Three groups of explaining variables :

* GDP per capita and population of departure
countries;

* Distance, culture factors, and regulation factors;
 Airports, air routes, and visas.

I-(I.I\B Based on the results from Han, Xuehui, Airports, .
~” Cross Border Tourism, AllB \Working-Paper,-forthcoming.
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Booming of international tourism

* The countries in Asia and the pacific have observed a
growth rate at 7.2% per annum in international visitors,
reaching almost 400 million in 2016. The share of Asia
and the Oceania in international tourism also increased
from 18% in 1995 to more than 30% in 2016.

« China has the largest number of foreign visitors at 59.3
million, followed by Thailand (32.5 million), Turkey
(30.3 million), Malaysia (26.8 million), and Hong Kong
SAR (26.6 million). , Bhutan shows the fastest growth:
from 2006 to 2016, the international arrivals increased

by 11 times.
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Figure 1. International Tourism: the World against Asia and the Pacific
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Top 20 airports in passengers: 2016 vs. 2006
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Top 20 Airports in Passengers for 2016

ATLANTA GA, US (ATL)-
BEWING, CN (PEK)

DUBAI, AE (DXB)-

LOS ANGELES CA, US (LAX)-

TOKYO, JP (HND)-

CHICAGO IL, US (ORD)-

LONDON, GB (LHR)-

' HONG KONG, HK (HKG)-
DummyAsia SHANGHAI CN (PVG)- Dummy.Asia
M Asia PARIS, FR (CDG)- M Asia

B NonAs  DALLASIFORTWORTHTX, US (DFW)- B Non-Asia

AMSTERDAM, NL (AMS)~
FRANKFURT, DE (FRA)-
ISTANBUL, TR (IST)~
GUANGZHOU, CN (CAN)-
NEW YORK NY, US (JFK)~
SINGAPORE, SG (SIN)~
DENVER CO, US (DEN)-
JAKARTA, ID (CGK)~
INCHEON, KR (ICN)-

100

o -
N
(4,
N
o -
(=]

50 75
Passengers in million

ource: author calculation based on ACI traffic data. 6




Empirical findings in the traditional framework

 Soft and hard air infrastructures significantly help
promoting cross-borders tourism:

* The number of airports in departure and
destination countries;

* The visa exemptions in departure and
destination countries;

« The availability of bilateral air routes.

® =
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Digitalization and Big data can help

« Efficiently planning the flight routes to reduce
the fuel consumption and CO2 emission;

 Avoiding flying over the densely habited areas
and reducing noise;

« Optimally choosing the locations of new
airports;

« Efficiently employing the surrounding
transportation network;

« Simplifying the visa approval procedures.

e
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Implications:

« A country with visa application procedure digitized, which
improves the ranking of the country with regards to visa
exemptions from sample mean of 58 to 48, A 0.6% increase
In international tourists will be induced,;

 With digitalized planning, a 10% increase in provision of
routes in either the departure or the destination country will
induce an increase of the international visitors by 7.4%;

 Translating the routes to distance shortened, a 10% increase
in the routes is equivalent to an average of 4,816 kilometers
distance shortened between each pair of two countries,

which is around the distance between Singapore and Beijing.
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THANK YOU.
LET'S CREATE TOMORROW.
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