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ORDER



international coordination—that is, the manipulation ot the dollar’~
foreign exchange value. After the Louvre Agreement,however, inter
national coordination imposed a major constraint on the autonom)
of monetary policy. Ifit had not been for international coordination
the stability ofthe domestic macroeconomies ofmajor countries sinc
1988 would have been better.



activities became increasingly obvious. Inflationary expectations
mounted worldwide following “renewed coordinative interest rate
reductions” that, in retrospect, might have been excessive. From
the summer of 1988, the United States, West Germany, and other
European countries began to raise their official discount rates to
achieve domestic price stability. It was around that time that the fear



This implies that any domestic policy or reform that induces portfolio
adjustments in Japan may have large spillover effects on overseas
interest and exchange rates. As a matter of fact, raises in the official
discount rate by the Bank ofJapan in October and December of 1989
triggered falls of bond and equity prices in the New York market.

Perhaps international cooperation might have to be extended from



conditions, then, are satisfied to a certain degree within the region
covered by the EMS and North America, but friction in tripartite
relations among these two regions and Japan could pose a threat to
global stability.

A solution could be found to all three issues if the world were to
adopt a single currency, but at the moment that is not possible. The



capital movement.

Conclusion

The most desirable form the global economic order could take in
the 1990s would he to have three liberal market economies: inte-



of information decrease and as global links of electronic payment
systems develop, the global systemic risk will also increase, particu-
larly when the accumulation of assets as compared to income levels
advances further. Deliberate international coordination is becoming
even more important for preventing conditions that might trigger a
rush of global portfolio adjustment and induce a market crash.


