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Using symmetric cointegration (Engle and Granger, 1987) and asymmetric threshold cointegration
(Enders and Siklos, 2001), this study examines whether there exists a pass-through mechanism of interest
rates between the money market and the markets in the US and 10 Asian countries. That is, do banks pass
the cost of money market rate adjustment through deposit and loan rates? Empirical results show that
different countries have different pass-through mechanisms. In the sample, seven countries exhibit
asymmetric pass-through, two are symmetric, and the other two emerge no pass-through. In sum, (1) no
long-run cointegration exists for the deposit rate in China, Japan, and Korea, and for the loan rate in Japan,
Korea, and the US. (2) A symmetric and complete pass-through emerges for the loan rate in Indonesia and
Malaysia. (3) An asymmetric and complete pass-through occurs only for the deposit rate in the US. (4) A
symmetric but non-complete pass-through exists for the loan rate in China, Singapore, and Thailand, and
for the deposit rate in Thailand. And finally, (5) most countries have asymmetric and non-complete pass-
through for the deposit rate as in Hong Kong, Indonesia, Malaysia, the Philippines, Singapore, and
Taiwan, and for the deposit rate in Hong Kong, the Philippines, and Taiwan. Generally, the common
strategy observed in our sample countries is that when the money market rate changes, profit-
maximization banks tend to raise or lower the market deposit or loan rate with certain markup or

markdown.
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