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Outline
• Case 1: Autonomy of Monetary Policy:
• Effectiveness of Capital Control.
• 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).
• Capital controls are ineffective.
Based on the results from Han, Xuehui & Wei, Shang-Jin, 2018. "International transmissions of
monetary shocks: Between a trilemma and a dilemma," Journal of International Economics,
Elsevier, vol. 110(C), pages 205-219.
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Competing recommendations:

• For emerging markets:
prioritize exchange rate
flexibility (e.g., IMF’s Article
IV reports on the People’s
Republic of China, 2014).

• Only capital controls
confer real monetary
autonomy Chinn and Wei
(2013) and Rey (2013).
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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
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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 Crossborder Payments
• Traditional SWIFT cross-border payment.

Source: Infosys, white paper on Cross-border money transfer using Blockchain – enabled by
Big Data.
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• Cross-border payment using blockchain.

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 100basis-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.
13

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.
Based on the results from Han, Xuehui, Airports, Airlines and Visas: Factors Shaping
Cross Border Tourism, AIIB 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.
15

Source: author calculation based on WDI data

Top 20 airports in passengers: 2016 vs. 2006
Top 20 Airports in Passengers for 2006

Top 20 Airports in Passengers for 2016
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Source: author calculation based on ACI traffic data.
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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.
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Figure 1. International Air Routes from the Top 10 Airports

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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