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AR AR B AU, o AEUIE X T <6 il 28 G200 78 5¢ 38 5 e v (8 24 T 3 22 5 4T 75, LA I B

w FEGIH EEAT SRR G T I AR I R T E PR B R SRS S A (21AZD066) o 7K 5 FHIIRAS : zhang. yu. yang@ 163. com,

99



Finance & Trade Economics,Vol. 44, No. 1,2023

B T A G 2L (IME ) S AR 10 (] B 21 U ISCBORE i) 7 & ISR P 22 7 BRG0S0 8l R A7
L AR SCIL N LUR P D7 DN A BEFEEAT AN S - (1) DU AR AT AR 0% A B A0 M R D i ik R 4
P RUBS: 15 A, Al 15 9 A O A B A X 28 8 < il XU, 9 B2 00 5 (2) 20 A <6 i A i R 38 DA R ¢
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GDP MK AP M 4 o TERGAE PEAS 50, A SCIR 45 A5 DF ) o 15 < DL K g 007228 J A B B8 2R AR hy i
R BT 0T MRREAE B AR A S GDP L, i BT AR IR AR IR T BOPS B4l J8 | it 5T A
Ui N T AR R s o T B B AR U Bl 9 R il T A0 45 FDT IR 27 85058 A H AU $5 5E , AH OC B304t 7] 1 ok 58
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ALAG BURF A Gl 53 [ I R M 2 SOIL A ) He A2 3l 3228 H T 23 B9 A0 4 K1 Fp 6 22 2l X 3 G2 1 4
XU s e o B = 2Rl AR O R O S GDP R, R R K P T ORI B Y RO o
ELSE GDP 3§48 B R A4 a6 I ik 3¢ 2R IR T BIS R CEIC %4l e, 44 SUIE R8s ok IR T
IFS 4l P, N ¥ GDP /KPR P57 WDT 04l g, gkt 1 RUBOR 57 BOPS %4 1%

TR IT b I 4l & R AR B Y48 FRok [ Sahay %5 (2015) #5719 4 8l & JE 48 8, 1 48 B
(B L R O ~ 1, KRB vy 2 P < i ko A 32 sy, R OB B8 2 2017 AR5 DU R, BE A4S il 9
BV T Fernandez %5 (2015) , 1% K48 JE LA IMF 23 A 5990 38 22 HE 530 5 BR 1 4F 4% ( The Annual
Report on Exchange Arrangements and Exchange Restrictions, AREAER) Jy K: il | X 10 2 %% 7= 14 15 |5
S BT T VEAA A , BES TN 5T 7 b S W AE AR 28 5% UK A0 B A A I 00 o il A T R A R 0 4
$Ok A Reinhart F1 Rogoff (2004 ) [ 7328 , Tzetzki 55 (2017 ) X 12804 FEEAT T W8T o ARAE A0 7028 BE
A 28 G AT A8 B2 4 B SRR B 1 ~ 14, 48 B008 8 g T IR A T 3 o) 3 52900 kst | i 22 UL e i
F 3 [ G AR B o AN SCHE SEUE 43 BT v 0 3% 48 B0 AT b v Al A 1, A HC A8 )y IXC ) S0 ~ 10 2% WL
IS HOR A Alam 55 (2019 ) HE 7 (806 PR 8 B0 36 17 822000 T2 o 2500 48 Bk Rt
(B, A 30 P A W5 58— R 2 W T R U A 5O 1, TS 5 WL T — U U S i 1, 35 ook
FUIAEA I N ISR W ORI Z . 3 1 9I7R 1 SSUERT S b i A B B GE T HRHE

*1 T E SIS
A5 hE FURIIUETE) B LRNIA ot 22 f/ME SN
{548 E 81/ GDP ## K 3855 2.420 1. 587 8. 368 -44.982 96. 757
FEE(E5%/GDP K 3581 5.257 2.332 24.942 -50. 000 1026. 089
Wl fE 55/ GDP H & 3621 1.733 1.113 9. 546 - 44.070 126. 159
B Ha 3244 5.296 4. 648 8. 141 -26.830 65. 184
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FR1
Gy FURUUE() ¥1H LREDAE Tn HE 22 /A SN
B A A/ GDP 3790 0.928 1.347 8.246 -38.351 88. 460
FDI ¥ i A/ GDP 3790 0.815 1.102 24,722 - 634. 640 644.715
TE 25 $% 9 ¥ i A/ GDP 3790 2.912 0.074 45.005 -360.453 | 1210.964
FLAth 4 9% 1 A/ GDP 3790 -2.788 0. 042 48. 586 - 1286.074 | 289.390
B9 GDP # K% 3917 3.333 3. 100 3. 646 -14.376 29.172
AN¥ GDP( % %%) 4028 9.719 9.900 1. 094 6.717 11. 626
& W ES 3970 4.603 3.250 7.788 -0.750 300. 040
i k% 4010 3.815 2. 461 6. 487 -6.127 132. 599
% ST 24D B 4014 1. 847 0. 000 14. 063 -30. 969 258.472
D S/ GDP 3799 92.815 69. 362 74.393 18. 636 468. 115
STl R FE B 3816 0. 565 0. 569 0.208 0.123 1. 000
R AR 48 B 3528 0.309 0. 150 0.313 0. 000 1. 000
IS ] B 4 Hk 3551 0.511 0.571 0.326 0. 071 1. 000
7 W H IR 5K 3952 4.260 1. 000 8. 469 -9.000 70. 000

M. SKiES 1

(—) FEA [m] T 45 21

R 2R T ATRARAS 2 TF A JE A B 4551 58 — B R3S 80 1] U B Bl R i O A 1Y
W/ GDP Y5 = DUZAIER T 780 0] U Y ik A2 o 20 531 O 2 B2 A 1%/ GDP 33 4 Al £ 68/
GDP M o MBS — 1 [ 25 5T LIAE M, i B AL B i R 80K 0. 19, 775 75 & U JF HL7E 1% 19K
PR RUIREAZTHRSF AR A L GDP LE AT & 1A H 20 45, 5 BEE#/ GDP 3 3 F- 1 3
0. 19% o AUt , 55 = A2 TUB (14 SEE L5 2R W], ¥ B8 AC AN S8 F8 171 A il 3 171 #) 45 4%
WHEA R ERIEm R . W RBAERE , 55 A WA X S S0 T35 B8 094 T4 FT 3R 7 Al 8 1)
FEAR LR BEA A/ CDP 5715 1% , R BE (5 $/CDP 34 3 - B3 fin 0. 31% , 1 i Ml 7 $%/GDP
FEH BTN 0. 15% o 5T [ PR B A i s Al Bl n] B8 7™ A= B2 0, 55 — 0 ] 9 25 2R 7R, FDT GIE 25 #%
BEA Al B G 1% KPR 025 Al k45 63 0 93 AR 22, O LUk 7 450 5 R G A 45 9% 7% 4 0 &R
Koms v T FDI, S5 B S W ROR o BT AR U Bl A AEXT S8 BE A B A Al AR E B9 [0 )9 45 2R 23 531 51
7N TR DA MG 7S 9, 235 SR AR T ] B 8 A O 3l 149 45 AL 00 5 A B 19 I 1) 52 e AR XS P 257 T A
A5 B A 5 2 BIAE FDIBEA G 3h #Y20

x2 EMEREFERETER
B3y {55 S/ GDP K, KUE(5EHE/GDP K, Al {5 5% /GDP K,
. 0.185" 0.313* 0.151*
R ARFA/CDP,,_, — — —
(0.022) (0.073) (0.028)
0. 068 *** 0.173 " 0.036
FDI % N\/GDP,,_,| - — -
(0.024) (0.046) (0.029)
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HFR2
5 fFBE B8/ GDP 1K FEEFHE/GDP i, b5 5%/ GDP K
o 0.081 """ 0.170 " 0.052"
IEH B A/GDP, | — - o
(0.023) (0.043) (0.028)
e 0.078 ™ 0.170 " 0.051"
HAh B FE A /GDP, - - o
(0.022) (0.043) (0.027)
0.114 0.128" 1.080 """ 1.096 " 0. 002 0.016
FL GDP W KR,
(0.072) (0.073) (0.330) (0.335) (0.098) (0.097)
. 9. 630" 9.590 ™ —57.543" | —57.4307" | 14.3147 | 14.444"
}\jﬂ GDP( X‘JAﬁ)z.tfl
(1.494) (1.508) (16.701) (16.715) (1.827) (1.836)
0.068 0. 056 -0.543 ~0.562 0.106 0.094 **
BUORFIR,
(0.033) (0.035) (0.384) (0.388) (0.037) (0.037)
-0.130" ~0.089 0.891" 0.946 " ~0.267"" | -0.229""
@H&%\?‘mfl
(0.076) (0.079) (0.477) (0.483) (0.079) (0.082)
) - 0.022 0.016 ~0.285"" | -0.292"" 0.125" 0.120™
% ACRARF),
(0.016) (0.016) (0.038) (0.038) (0.019) (0.020)
~0.039"" | -0.042" | -0.085" | -0.089"" | -0.026"" | -0.029"
O/ GDP,
(0.009) (0.009) (0.033) (0.033) (0.012) (0.012)
—92.529"" | 92,463 | 529.245"" | 527.934"" | —137.727 | - 139.034 """
el
(13.782) (13.909) | (149.837) | (149.930) | (16.916) (16.978)
L) 3539 3539 3347 3347 3387 3387
R’ 0.283 0. 266 0.282 0.279 0.259 0.250

FE AR5 BB N ARMEDR , = | s Bl s S35 ROR Al 3+ BB 10% 5% F1 1% WK F 35, BT A [l 05 30 40 45 [ 5% 1 &2 2% 2
S [F) 190 5 25 ik B A 2 R 2 ) AL R S s Je — W Rl

7 18 3 [ bR BT AS I Bl Xk 28 S8 < Rl XS 4 52 0 T RE 2 DR 22 5% e JE UK Y- TS [A], A SORS AR A 73
N IR TR T X T 9 22 U RIS T REAR 7350 AT [ 20 A, 36 3 FI3R 4 S SR 7 A 45 51 AR 4l
P 2% TR 5 — B KO, IS 1R A 10 4 A R A 2 X B A 3 AR 1) B2 IR, O ELBT 2 T g 48
A 1Ry 2 0 R 08 3 A 7 Y 24 3 W S Fg T ] U B BR . B 0 A U Bl R R [l 0 4 SR — P
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A Study of the Impact of International Capital

Flows on Systemic Financial Risk
ZHANG Liqing ( Central University of Finance and Economics, 100098 )
ZHANG Yuyang ( Minmetals Capital Company Limited, 100027 )
OUYANG Yuanfen ( Central University of Finance and Economics, 100098 )
Abstract: As a consequence of global financial integration, capital flows have surged and become increasingly
volatile. Although capital flows can bring substantial benefits to a country, the existing literature has revealed
the risks associated with them, i. e. enlarging the financial cycle, inducing the credit boom, and boosting asset
prices. After the global financial crisis in 2008, systemic financial risk has become the anchoring concept for
assessing the impact of international capital flows on the stability of a country’s financial system. Existing
studies mainly use bank credit booms or asset price booms as systemic financial risk indicators. A credit boom
is usually related to financial deepening, which is conducive to long-term economic growth, but may lead to
boom-bust cycles and financial crises. The rise in asset prices may push up the collateral value and borrowers’
net worth, and magnify the domestic financial cycle through the financial accelerator mechanism.

The existing literature mainly studies systemic financial risk from the perspectives of the negative impact of
capital flows, risk measurement, the pro-cyclicality of capital flows, and policy responses. This study
contributes to the literature in two aspects. First, it uses the domestic bank credit and the housing price as the
proxy of systemic financial risk, and evaluates the impact of net capital inflow and its components on systemic
financial risk in a more comprehensive way. Second, it analyzes how financial development, capital control,
exchange rate regimes, and macro-prudential policy affects the relationship between net capital inflows and
systemic financial risk.

To investigate the impact of net capital inflows on systemic financial risk, this study uses the quarterly data
of 53 sample economies from 2000 to 2018, and applies a panel regression model that controls the country and
time fixed effects to examine the role of net capital inflows in boosting bank credit and asset prices. In the
baseline regressions, this study further analyzes the effects of capital flow composition by dividing the
international capital flow into foreign direct investment ( FDI) , portfolio investment, and other investments. Tt
also examines the heterogeneity between developed and emerging market economies by constructing sub-samples
based on the level of economic development. The results of baseline regressions indicate that net capital inflows
significantly increase credit growth. In developed economies, net capital inflows mainly affect systemic financial
risk by increasing household credit, while the composition of capital flows is less affected. In emerging market

economies, net capital inflows play a bigger role in boosting overall credit, and the effect can be seen in both
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household and corporate credits. The composition of capital flows also matters. While household credit is

mainly affected by other investments, corporate credit is significantly affected by various components of capital
inflows, especially the FDI. When housing price growth is used to represent systemic financial risk, the
regression results still confirm the role of capital inflows in triggering systemic financial risk.

Four robustness checks are conducted in this study. First, we replaced the dependent variable one by one
with the overall credit growth or the credit growth of different sectors. Second, we used the credit boom as the
dependent variable, and applied a logit model to estimate the effect of net capital inflows. Third, we replaced
the net capital inflows with gross capital inflows and gross capital outflows, and examined the effect of gross
capital flows on systemic financial risk. Finally, we used the regional net capital inflows as the instrument
variable, and applied two-stage least square (2SLS) regression to deal with the possible endogeneity problem in
the model. The above tests confirm the robustness of our results.

In the expansion part, the result of local prediction methods shows that the impact of net capital inflow on
credit growth will last for about 4 years, and peak after 2.5 years. For different types of credit, the positive
impact of net capital inflows on household and corporate credit growths will last for 4.5 years and 3.5 years,
respectively. As for housing prices, the impact of net capital flows is relatively mild, lasting less than 2 years.
We also introduced the interaction terms to investigate how financial development, capital control, exchange
rate regimes, and macro-prudential policies affected the relationship between international capital flows and
systemic financial risk. The results show that in the economies with a higher level of financial development, net
capital inflows have less impact on credit and house price growth, indicating that financial development can
significantly reduce risks related to capital flows. Flexible exchange rate regimes, capital control, and macro-
prudential policies can also mitigate the procyclical growth of bank credit and asset prices caused by capital
inflows. All the above policies and measures are effective, especially for emerging market economies whose
financial systems are still maturing.

Based on our empirical results, we put forward three policy suggestions. First, strengthen the response to
capital flow risks. The promoting effect of international capital inflows on household credit, corporate credit,
and asset prices will magnify systemic financial risk and affect financial stability. Therefore, the management of
risks related to international capital flows should be a priority for policy makers. Second, continue to promote
financial development. The level of financial development is a key factor determining whether international
capital flows cause domestic systemic financial risk. A developed financial system can absorb the risks
contained in capital flows, and even use international capital flows to mitigate domestic financial fluctuations.
Hence, improving the development level of financial institutions and financial markets is a prerequisite for
China to further open up its capital accounts. Finally, develop more tools for capital flow management. For
emerging market economies, capital control, flexible exchange rate regimes, and macro-prudential policies are
still useful and effective policy tools to manage risks related to capital inflow surges. Therefore, the continuous
enrichment of relevant policy tools will help to cope with the risk of international capital flows.

Keywords: International Capital Flows, Systemic Financial Risk, Financial Development, Capital Control,
Exchange Rate Regime
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