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• T h is  p a p e r  s t u d ie s  th e  b e h a v io r  o f g r o s s  c a p i t a l f lo w s
– D y n a m ic s  a t b u s in e s s -c y c le  f r e q u e n c ie s
– A r o u n d  p e r io d s  o f f in a n c ia l d is t r e s s  

• L i t e r a t u r e  fo c u s e s  m o s t ly  o n  net c a p i t a l f lo w s
– N e t c a p i t a l f lo w s  h ig h ly  p r o -c y c l ic a l in  d e v e lo p in g  

c o u n t r ie s  
– C r is e s  l in k e d  to  la r g e  r e d u c t io n  (o r  e v e n  r e v e r s a l) in  n e t 

f lo w s
• A s  o p p o s e d  to  th e  l i t e r a t u r e , h e r e  fo c u s  o n  gross  c a p i t a l 

f lo w s
• P r o v id e  d e s c r ip t io n  o f c a p i t a l f lo w s  f r o m  d i f f e r e n t a n g le s
• D o c u m e n t s t y l iz e d  fa c t s , l in k in g  t h e m  to  th e o r y  a n d  

d is c u s s io n s
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• G r o s s  c a p i t a l f lo w s : f lo w s  b y  fo r e ig n  a n d  d o m e s t ic  a g e n t s
• C a p i t a l in f lo w s  b y  fo r e ig n  a g e n t s : C IF
• C a p i t a l o u t f lo w s  b y  d o m e s t ic  a g e n t s : C O D
• N e t f lo w s  =  in f lo w s  (fo r e ig n  a g e n t s ) –  o u t f lo w s  (d o m e s t ic  

a g e n t s )

• Gross capital flows =  C IF , C O D
• Net flows = C IF  –  C O D
• Total gross capital flows =  C IF  +  C O D
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• S o m e  s tu d ie s  h a v e  a lr e a d y  lo o k e d  a t C IF  a n d  C O D
• T r y  to  d o  it m o r e  b r o a d ly  a n d  m o r e  s y s t e m a t ic a l ly , 

e m p h a s iz in g  t h e  d y n a m ic s /f lu c t u a t io n s  d u r in g  t r a n q u i l a n d  
c r is is  t im e s

• O r g a n iz a t io n  o f t h e  e v id e n c e
– L in k  C IF  to  C O D , a n d  b o th  to  n e t f lo w s  
– B e h a v io r  o v e r  t im e

• W e  c o v e r  m a n y  a n d  d i f f e r e n t t y p e s  o f c r is e s
– D e b t , e x c h a n g e  r a t e , b a n k in g  c r is e s
– O n ly  o n e  a n d  m o r e  t h a n  o n e  c r is e s
– I n c lu d e  2 0 0 8  g lo b a l f in a n c ia l c r is is

• W e  a ls o  lo o k  a t th e  c o m p o n e n t s  o f C IF  a n d  C O D

5
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• G lo b a l f in a n c ia l c r is is  o f 2 0 0 8  a s  m o t iv a t io n
– Y e a r s  b e fo r e  th e  c r is is , v e r y  la r g e  g r o s s  c a p i t a l 
– D u r in g  c r is is , r e t r e n c h m e n t

• C IF  a n d  C O D  s h e d  l ig h t o n  s o u r c e s  o f f lu c t u a t io n s  in  
c a p i t a l f lo w s
– F ir e  s a le s  o f d o m e s t ic  a s s e t s  to  fo r e ig n  in v e s to r s
– C a p it a l f l ig h t b y  d o m e s t ic  a g e n t s

• C IF  a n d  C O D  s h e d  l ig h t o n  n a tu r e  o f s h o c k s
– P r o d u c t iv i t y  s h o c k s
– W o r s e n in g  o f in v e s to r  p r o p e r t y  r ig h t s  , d e fa u l t r is k
– I n c r e a s e d  in f o rm a t io n  a s y m m e t r ie s

6
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• S o u r c e : IM F ’s  B a la n c e  o f P a y m e n t s  S ta t is t ic s  Y e a r b o o k s  
(B O P )

• 4 0  y e a r s  o f y e a r ly  d a t a : 1 9 7 0  to  2 0 0 9  
• P o o le d  c o u n t r ie s  b y  in c o m e  (P P P  a d ju s t e d , 2 0 0 5 )

– H ig h  in c o m e : G N I p e r  c a p i t a  > U S $ 1 5 ,0 0 0  (4 0 c o u n t r ie s )
– M id d le  in c o m e : U S $ 1 5 ,0 0 0  > G N I p e r  c a p i t a  > U S $ 7 ,5 0 0  

(2 5  c o u n t r ie s )
– L o w  in c o m e : U S $ 7 ,5 0 0  > G N I p e r  c a p i t a  > U S $  2 ,0 0 0  (3 8  

c o u n t r ie s )
– D r o p  s m a l l c o u n t r ie s : G N I < U S $  4  b i l l io n  (3 0 c o u n t r ie s )
– D r o p  p o o r  c o u n t r ie s : G N I p e r  c a p i t a  < U S $  2 ,0 0 0  (4 6  

c o u n t r ie s )
– T h u s , d r o p  o f f s h o r e  c e n te r s

• 1 0 3  e c o n o m ie s 7
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• C a p i t a l f lo w s
– D ir e c t in v e s tm e n t s  (F D I) 
– P o r t f o l io  f lo w s , d iv id e d  in t o  e q u i t y  a n d  d e b t f lo w s
– O th e r  in v e s tm e n t f lo w s  (b a n k  f lo w s  a n d  t r a d e  c r e d i t)
– I n t e r n a t io n a l r e s e r v e  a s s e t f lo w s

• C IF  =  D ir e c t in v e s tm e n t s  in  th e  r e p o r t in g  e c o n o m y  +  
           P o r t f o l io  in v e s tm e n t l ia b i l i t ie s  (d o m e s t ic  a s s e t s ) +  O th e r  

in v e s tm e n t l ia b i l i t ie s

• C O D  =  D ir e c t in v e s tm e n t s  a b r o a d  +  P o r t f o l io  in v e s tm e n t 
a s s e t s  (fo r e ig n  a s s e t s ) +  O th e r  in v e s tm e n t a s s e t s  +  
In t e r n a t io n a l r e s e r v e  a s s e t s  b y  th e  g o v e r n m e n t

8

Data



• P o s i t iv e  v a lu e s  o f C IF : fo r e ig n  a g e n t s  in c r e a s e  th e ir  h o ld in g s  
o f d o m e s t ic  a s s e t s

• P o s i t iv e  v a lu e s  o f C O D : d o m e s t ic  a g e n t s  in c r e a s e  th e ir  
in v e s tm e n t s  in  fo r e ig n  a s s e t s , m o r e  c a p i t a l o u t f lo w s
– N e g a t iv e  v a lu e s  o f C O D : d o m e s t ic  a g e n t s  c o m e  b a c k  

h o m e
• C IF  a n d  C O D  s c a le d  b y  t r e n d  G D P  to  a c c o u n t fo r  th e i r  s iz e  

a n d  m e a s u r e  v o la t i l i t y  r e la t iv e  to  o u tp u t
• C a p i t a l f lo w s  s ta n d a r d iz e d  b y  d e -m e a n in g  a n d  d iv id in g  e a c h  

v a r ia b le  b y  t h e  s ta n d a r d  d e v ia t io n  a t th e  c o u n t r y  le v e l 
– P r e v e n t s  e s t im a te s  f r o m  b e in g  d r iv e n  b y  c o u n t r ie s  w it h  

la r g e  a n d  v o la t i le  c a p i t a l f lo w s
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• C o m p o s i t e  c r is is  in d ic a t o r
– E x te r n a l d e b t c r is e s

o R e in h a r t a n d  R e in h a r t (2 0 0 8 ), L a e v e n  a n d  V a le n c ia  
(2 0 0 8 ), S & P ’s  f o r e ig n  c u r r e n c y  d e fa u l t

– D o m e s t ic  d e b t c r is e s  
o S & P ’s  lo c a l c u r r e n c y  d e f a u l t , R e in h a r t a n d  R o g o f f 

(2 0 0 8 )
– B a n k in g  c r is e s

o R e in h a r t a n d  R o g o f f (2 0 0 8 ), L a e v e n  a n d  V a le n c ia  
(2 0 0 8 ), H o n o h a n  a n d  L a e v e n  (2 0 0 5 )

– C u r r e n c y  c r is e s
o L a e v e n  a n d  V a le n c ia  (2 0 0 8 ), H o n o h a n  a n d  L a e v e n  

(2 0 0 5 )
1 0

Data



• C r is e s  e v e n t s  c la s s i f ie d  in t o  tw o  t y p e s  d e p e n d in g  o n  th e ir  
in t e n s i t y
– “O n e  C r is is ”

o B e g in n in g  o f o n e , a n d  o n ly  o n e , t y p e  o f c r is is  in  a  
g iv e n  y e a r  a n d  n o  o th e r  c r is is  o b s e r v e d  in  th e  p r e v io u s  
tw o  y e a r s

– “M o r e  th a n  O n e  C r is is ”
o B e g in n in g  o f m o r e  th a n  o n e  t y p e  o f c r is is  w i t h in  a  

g iv e n  y e a r, a n d  n o  s u c h  e v e n t o c c u r r e d  in  th e  p r e v io u s  
tw o  y e a r s

• 2 0 0 8  g lo b a l c r is is  in  s e p a r a t e  a n a ly s is

1 1
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Middle-Income Countries
Aust ralia Norway Argent ina Albania Nicaragua

Aust ria Oman Belarus Algeria Pakistan

Bahamas, The Portugal Botswana Angola Paraguay

Barbados Saudi Arabia Brazil Armenia Peru

Belgium-Luxembourg Singapore Bulgaria Azerbaijan, Rep. of Philippines

Canada Slovak Republic Chile Bolivia Sri Lanka

Cyprus Slovenia Costa Rica Bosnia and Herzegovina Swaziland

Czech Republic Spain Croat ia China, P.R.: Mainland Syrian Arab Republic

Denmark Sweden Equatorial Guinea Colombia Thailand

Estonia Switzerland Gabon Congo, Republic of Tunisia

Finland Trinidad and Tobago Iran, I.R. of Dominican Republic Ukraine

France United Kingdom Kazakhstan Ecuador Vietnam

Germany United States Latvia Egypt

Greece Libya El Salvador

Hong Kong Lithuania Georgia

Hungary Malaysia Guatemala

Iceland Maurit ius Honduras

Ireland Mexico India

Israel Panama Indonesia

Italy Poland Jamaica

Japan Romania Jordan

Korea, Rep. Russian Federat ion Macedonia

Kuwait South Africa Moldova

Malta Turkey Mongolia

Netherlands Uruguay Morocco

New Zealand Venezuela, R.B. Namibia

High-Income Countries Low-Income Countries
Sample Coverage
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Country Crisis Dates Country Crisis Dates
Australia 1989 Japan 1992, 1997

Austria - Korea, Rep. 1980, 1983, 1997, 2008

Bahamas, The - Kuwait 1980, 1990

Barbados - Malta -

Belgium-Luxembourg - Netherlands -

Canada 1983 New Zealand 1984, 1987, 2008

Cyprus - Norway 1987, 1990

Czech Republic 1996 Oman -

Denmark 1987 Portugal 1982

Estonia 1992, 1998 Saudi Arabia -

Finland 1991 Singapore 1982

France 1994 Slovak Republic 1998

Germany 1976 Slovenia 1992

Greece 1983, 1991 Spain 1977, 1983

Hong Kong 1998 Sweden 1991

Hungary 1991 Switzerland -

Iceland 1978, 1985, 1989, 1993, 2008 Trinidad and Tobago 1982, 1985, 1993

Ireland - United Kingdom 1974, 1980, 1984, 1991, 1995, 2007

Israel 1975, 1985 United States 1984, 1988, 2007

Italy 1981, 1990

High-Income Countries
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Country Crisis Dates Country Crisis Dates
Argent ina 1980, 1985, 1995, 2001 Libya 2002
Belarus 1994, 1999 Lithuania 1995

Botswana 1984, 1994, 2001 Malaysia 1985, 1997
Brazil 1976, 1982, 1990, 1999, 2002, 2008 Maurit ius 1981, 1996

Bulgaria 1990, 1993, 1996 Mexico 1981, 1985, 1994
Chile 1975, 1980 Panama 1983, 1987

Costa Rica 1981, 1987, 1991, 1994 Poland 1986, 1989
Croat ia 1993, 1996 Romania 1990, 1993, 1996, 1999

Equatorial Guinea 1994 Russian Federat ion 1995, 1998
Gabon 1986, 1994, 1999, 2002 South Africa 1985, 1989, 1993, 2001, 2008

Iran, I.R. of 1978, 1985, 1992, 2000 Turkey 1978, 1982, 1988, 1994, 1999, 2008
Kazakhstan 1999 Uruguay 1978, 1981, 1987, 2002

Latvia 1992, 1995 Venezuela, R.B. 1976, 1982, 1989, 1993, 2002

Middle-Income Countries
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Country Crisis Dates Country Crisis Dates
Albania 1990, 1997 Jordan 1988
Algeria 1988 Macedonia 1997

Angola 1985, 1988, 1991, 1996 Moldova 1998, 2002
Armenia 1994 Mongolia 1990, 1993, 1996
Azerbaijan, Rep. of 1995 Morocco 1980, 1986
Bolivia 1980, 1985, 1994, 1999 Namibia 2001, 2008
Bosnia and Herzegovina - Nicaragua 1979, 1985, 1990, 2000
China, P.R.: Mainland 1984, 1990, 1998 Pakistan 1981, 1998

Colombia 1982, 1985, 1998 Paraguay 1982, 1989, 1995, 2001
Congo, Republic of 1983, 1986, 1991 Peru 1978, 1988, 1999

Dominican Republic 1975, 1982, 1985, 1990, 2003 Philippines 1981, 1997
Ecuador 1980, 1996, 2008 Sri Lanka 1977, 1981, 1989, 1996
Egypt 1979, 1984, 1989, 2003 Swaziland 1984, 1995, 2001
El Salvador 1981, 1986, 1989, 1998 Syrian Arab Republic 1988
Georgia 1998 Thailand 1983, 1996
Guatemala 1986, 1989, 2001, 2006 Tunisia 1980, 1991

Honduras 1981, 1990, 1999 Ukraine 1997, 2008
India 1991 Vietnam 1997

Indonesia 1983, 1986, 1992, 1997
Jamaica 1978, 1981, 1987, 1991

Low-Income Countries



Capital Flows  in High-Income Countries
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Capital Flows  in High-Income Countries
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Capital Flows  in Low- and Middle-Income 
Countries
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Capital Flows  in Low- and Middle-Income 
Countries
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2 0

Capital Flows: S ummary S tatis tics

 
Low-Income 
Countries

Total Gross Capital Flows (CIF + COD) 17.67 9.31 6.97

   1970s 9.50 7.01 7.92

   1980s 9.10 1.96 4.86

   1990s 13.56 7.80 7.21

   2000s 32.65 15.06 8.41

Net Capital Flows (CIF - COD) 0.64 1.29 2.08

   1970s 1 .64 3.37 3.54

   1980s 1 .42 0.39 2.71

   1990s 0.87 0.82 1.28

   2000s -0.18 1.90 0.56

Capital Inflows by Foreign Agents (CIF) 8.89 4.83 4.07

   1970s 4.73 5.08 5.62

   1980s 4.79 0.83 3.99

   1990s 7.00 3.96 4.43

   2000s 15.16 5.58 4.22

Capital Outflows by Domestic Agents (COD) 8.33 3.78 2.87

   1970s 3.43 3.34 2.07

   1980s 3.78 1.40 0.54

   1990s 6.56 2.80 2.54

   2000s 17.71 6.44 3.73

No. of Countries 38

Units are in percentage of trend GDP. The sample period is 1970 to 2009.

Median Average
High-Income 

Countries
Middle-Income 

Countries

39 26
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Capital Flows: S ummary S tatis tics

 
Low-Income 
Countries

Total Gross Capital Flows (CIF + COD) 15.49 10.01 7.17

   1970s 3.62 5.27 2.75

   1980s 6.16 5.95 3.90

   1990s 9.39 5.60 5.56

   2000s 16.70 8.48 6.21

Net Capital Flows (CIF - COD) 3.92 5.62 5.51

   1970s 2.41 3.94 3.09

   1980s 2.71 5.56 4.11

   1990s 2.79 4.23 4.18

   2000s 3.60 3.94 4.37

Capital Inflows by Foreign Agents (CIF) 7.81 6.06 5.21

   1970s 2.66 3.07 2.29

   1980s 3.47 4.03 3.37

   1990s 5.54 4.12 4.16

   2000s 9.16 4.96 3.93

Capital Outflows by Domestic Agents (COD) 8.05 5.10 3.87

   1970s 2.29 2.96 1.77

   1980s 3.09 2.71 2.06

   1990s 5.32 3.32 3.03

   2000s 8.13 4.86 3.35

No. of Countries 38

High-Income 
Countries

Middle-Income 
Countries

Units are in percentage of trend GDP. The sample period is 1970 to 2009.

39 26

Median Standard Deviation
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Decompos ition of Capital Flows  
High-Income Countries
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Decompos ition of Capital Flows
Middle-Income Countries
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Decompos ition of Capital Flows
Low-Income Countries
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• F ix e d -e f f e c t s  p a n e l r e g r e s s io n s  o f c a p i t a l f lo w s  o n  e a c h  
o t h e r

• Controls a r e  c o u n t r y -t r e n d  a n d  y e a r  d u m m ie s

tcctctc ControlsCODCIF ,,, ευβ +++⋅=

tcctctc ControlsCIFCOD ,,, ευβ +++⋅=

2 6

Correlation between Capital Flows



Country-Trend Dummies

COD 0.79 *** 0.48 *** 0.28 ***

CIF 0.73 *** 0.44 *** 0.26 ***

No. of Countries
No. of Observations
R-squared

Country-Trend Dummies and Year Dummies

COD 0.73 *** 0.39 *** 0.26 ***

CIF 0.64 *** 0.38 *** 0.24 ***

No. of Countries
No. of Observations
R-squared

Flows are normalized by t rend GDP and standardized. The sample period is 1970 to 2009.

Standard errors, clusterized at the country level, are in brackets.

0.68 0.72 0.38 0.39 0.20 0.25

1,050

39 39 26 26 38 38

1,300 1 ,300 702 702 1,050

[0.05]

High-Income Countries Middle-Income Low-Income Countries
CIF COD CIF COD CIF COD

[0.06] [0.06] [0.06]

[0.06] [0.08]

26 38

0.15

1,300 1 ,300 702 702 1,050 1,050

0.66 0.68 0.25 0.31 0.10

38

COD

[0.05] [0.07] [0.05]

[0.05] [0.06] [0.05]

CIF COD CIF COD CIF

39 39 26

High-Income Countries Middle-Income Low-Income Countries
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• F ix e d -e f f e c t s  p a n e l r e g r e s s io n s  o f g r o s s  f lo w s  o n  c y c l ic a l 
v a r ia b le s

• Y is  C IF , C O D  o r  a  m e a s u r e  o f a g g r e g a te  f lo w s  C IF + C O D
• X is  e i t h e r  t r a d e  b a la n c e , n e t c a p i t a l f lo w s , o r  r e a l G D P  

g r o w th
• Controls a r e  c o u n t r y -t r e n d  d u m m ie s

2 8

Dynamics  around Bus iness  Cycle

tcctctc ControlsXY ,,, ευβα +++⋅+=



Net Capital Flows (CIF - COD) 0.25 *** -0.24 *** -0.02

Trade Balance -0.25 *** 0.19 ** 0.00

GDP Growth 3.58 ** 5.20 *** 5.17 ***

No. of Countries
No. of Observations
R-squared

Net Capital Flows (CIF + COD) 0.63 *** -0.26 ** 0.26 **

Trade Balance -0.59 *** 0.21 ** -0.25 ***

GDP Growth 3.90 *** 3.18 *** 4.47 ***

No. of Countries
No. of Observations
R-squared

Net Capital Flows (CIF + COD) 0.72 *** -0.39 *** 0.32 ***

Trade Balance -0.58 *** 0.30 *** -0.27 ***

GDP Growth 3.02 *** 2.95 *** 3.71 ***

No. of Countries
No. of Observations
R-squared 0.19 0.18 0.18

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2009. Country-t rend dummies are included in all regressions.

Standard errors, clusterized at the count ry level, are in brackets.

0.6 0.29 0.23 0.4 0.23 0.20

38
1,050 1,050 1,050 1,050 1,050 1,050 1,042 1,042 1,042
38 38 38 38 38 38 38 38

[0.86] [0.78] [0.87]

[0.04] [0.05] [0.06]

[0.04] [0.05] [0.05]

Low-Income Countries
CIF COD CIF+COD CIF COD CIF+COD CIF COD CIF+COD

0.53 0.25 0.28 0.46 0.23 0.27 0.24 0.22 0.27

26 26
702 702 702 702 702 702 681 681
26 26 26 26 26 26 26

681

[0.04] [0.09] [0.08]

[0.92] [0.92] [0.87]

CIF COD CIF+COD

[0.06] [0.09] [0.10]

0.31 0.35 0.35

Middle-Income Countries
CIF COD CIF+COD CIF COD CIF+COD

0.34 0.35 0.30 0.33 0.33 0.30

39

1,300 1,300 1,300 1,300 1,300 1,300 1,287 1,287 1,287

39 39 39 39 39 39 39 39

[1.45] [1.46] [1 .41]

COD CIF+COD

[0.05] [0.07] [0.07]

[0.06] [0.07] [0.08]

Cyclicality in Capital Flows
High-Income Countries

CIF COD CIF+COD CIF COD CIF+COD CIF
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• C o m p o s i t e  c r is is  in d ic a t o r  c a p tu r e s  o n ly  th e  in i t ia l y e a r  o f 
th e  tu rm o i l p e r io d  in  a  c o u n t r y , in d e p e n d e n t o f i t s  s o u r c e

• B e h a v io r  o f C IF  a n d  C O D  b o th  in  th e  r u n -u p  to  t h e  c r is e s  
a n d  th e  im m e d ia t e  a f t e rm a th

• G r o s s  f lo w s  d u r in g  c r is e s : E v e n t s t u d ie s

• Y  is  C IF  o r  C O D  
• Crisis is  th e  C r is is  in d ic a t o r  
• C o n t r o ls  a r e  c o u n t r y -t r e n d  d u m m ie s
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Capital Flows  and Financial Crises



3 1

Capital Flows: Tranquil vs . Cris is  Periods

 
High-Income 

Countries
Middle-Income 

Countries
Low-Income 
Countries

Total Gross Capital Flows (CIF + COD)
Non-Crisis Years 27.33 12.95 8.18
Crisis Years 10.42 -10.63 5.29

Net Capital Flows (CIF - COD)
Non-Crisis Years -0.14 0.68 1.62
Crisis Years 2.72 0.20 2.04

Capital Inflows by Foreign Agents (CIF)
Non-Crisis Years 13.59 6.82 4.90
Crisis Years 6.57 -5.21 3.67

Capital Outflows by Domestic Agents (COD)
Non-Crisis Years 13.73 6.13 3.28
Crisis Years 3.85 -5.42 1.62

No. of Countries 39 26 38

Capital Flows/GDP

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2009.



3 2

Year t - 2 0.34 *** 0.01 0.30 *** 0.01 0.14 0.01

Year t - 1 0.32 * -0.08 0.17 -0.26 ** 0.27 * 0.13

Crisis Year 0.06 -0.36 *** -0.10 -0.55 *** -0.11 -0.19

Year t + 1 -0.32 *** -0.50 *** -0.12 0.01 -0.27 ** 0.10

Year t + 2 -0.20 -0.29 * -0.18 -0.06 -0.23 * -0.05

Diff. between Crisis Year and Avg. 
Previous 2 Years

-0.27 ** -0.33 *** -0.34 ** -0.43 ** -0.32 *** -0.26 *

No. of Crises
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev. 7.81 8.55 6.04 5.56 5.02 3.31

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

Standard errors, clusterized at the country level, are in brackets.

0.30 0.34 0.12 0.16 0.21 0.12
1,108 1,108 567 567 867 867
39 39 26 26 38 38
46 46 66 66 85 85

[0.12] [0.14] [0.13] [0.12] [0.11] [0.10]

[0.11] [0.15] [0.20] [0.16] [0.13] [0.12]

[0.12] [0.11] [0.19] [0.14] [0.15] [0.12]

[0.19] [0.17] [0.13] [0.10] [0.15] [0.12]

COD

[0.10] [0.07] [0.10] [0.14] [0.15] [0.11]

Capital Flows around Crises
High-Income Countries M iddle-Income Countries Low-Income Countries
CIF COD CIF COD CIF



3 3

Year t - 2 2.66 *** 0.09 1.81 *** 0.06 0.70 0.03

Year t - 1 2.50 * -0.68 1.03 -1.45 ** 1.36 * 0.43

Crisis Year 0.47 -3.08 *** -0.60 -3.06 *** -0.55 -0.63

Year t + 1 -2.50 *** -4.27 *** -0.72 0.06 -1.36 ** 0.33

Year t + 2 -1.56 -2.48 * -1.09 -0.33 -1.16 * -0.17

Diff. between Crisis Year and Avg. 
Previous 2 Years

-0.27 ** -0.33 *** -0.34 ** -0.43 ** -0.32 *** -0.26 *

No. of Crises
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev.

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

Regression Coefficients Multiplied by Median Standard Deviation Across Countries

7.81 8.55 6.04 5.56 5.02 3.31
0.30 0.34 0.12 0.16 0.21 0.12
1,108 1,108
39 39 26 26 38

85

567 567 867 867
38
85

COD

Capital Flows around Crises

High-Income Countries M iddle-Income Countries Low-Income Countries
CIF COD CIF COD CIF

46 46 66 66
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• D is t in c t io n  b e tw e e n  m i ld  a n d  s e v e r e  c r is is  e p is o d e s
• G r o s s  f lo w s  d u r in g  c r is e s : E v e n t s t u d ie s

• Y  is  C IF  o r  C O D  
• C o n t r o ls  a r e  c o u n t r y -t r e n d  d u m m ie s  
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Capital Flows  and Financial Crises  by Intens ity



One Crisis Episodes
   Year t - 2 0.34 *** 0.02 0.32 ** 0.02 0.07 -0.09

   Year t - 1 0.30 * -0.07 0.06 -0.42 *** 0.18 0.06

   Crisis Year 0.06 -0.34 *** -0.02 -0.46 *** -0.17 -0.15

   Year t + 1 -0.32 ** -0.54 *** -0.10 -0.13 -0.23 * 0.11

   Year t + 2 -0.20 -0.31 ** -0.15 -0.16 -0.20 -0.10

Diff. between Crisis Year and 
Avg. Previous 2 Years

-0.26 ** -0.32 *** -0.21 -0.26 -0.30 ** -0.14

More than One Crisis Episodes
   Year t - 2 1.34 *** 0.52 * 0.21 -0.20 0.42 0.17

   Year t - 1 1.17 * 1.01 *** 0.37 -0.31 0.46 0.06

   Crisis Year 0.08 0.21 -0.75 ** -1.14 *** -0.52 * -0.43

   Year t + 1 0.02 1.20 *** -0.59 *** 0.12 -0.69 *** 0.35 *

   Year t + 2 0.59 0.60 ** -0.45 *** 0.30 ** -0.45 ** 0.12

Diff. between Crisis Year and 
Avg. Previous 2 Years

-1.18 * -0.56 -1.04 *** -0.89 *** -0.96 *** -0.55 *

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev.

COD

Capital Flows around Crises of Different Intensities
High-Income Countries M iddle-Income Countries Low-Income Countries
CIF COD CIF COD CIF

25
45 45 49 49 74 74
2 2 24 24 25

861
39 39 26 26 38 38

1,082 1,082 563 563 861

3.31

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

0.31 0.35 0.18 0.21 0.24 0.13
7.81 8.55 6.04 5.56 5.02
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One Crisis Episodes
   Year t - 2 2.66 *** 0.17 1.93 ** 0.11 0.35 -0.30

   Year t - 1 2.34 * -0.60 0.36 -2.33 *** 0.90 0.20

   Crisis Year 0.47 -2.91 *** -0.12 -2.56 *** -0.85 -0.50

   Year t + 1 -2.50 ** -4.62 *** -0.60 -0.72 -1.16 * 0.36

   Year t + 2 -1.56 -2.65 ** -0.91 -0.89 -1.00 -0.33

Diff. between Crisis Year and 
Avg. Previous 2 Years

-0.26 ** -0.32 *** -0.21 -0.26 -0.30 ** -0.14

More than One Crisis Episodes
   Year t - 2 10.46 *** 4.44 * 1.27 -1.11 2.11 0.56

   Year t - 1 9.14 * 8.63 *** 2.23 -1.72 2.31 0.20

   Crisis Year 0.62 1.79 -4.53 ** -6.34 *** -2.61 * -1.42

   Year t + 1 0.16 10.26 *** -3.56 *** 0.67 -3.47 *** 1.16 *

   Year t + 2 4.61 5.13 ** -2.72 *** 1.67 ** -2.26 ** 0.40

Diff. between Crisis Year and 
Avg. Previous 2 Years

-1.18 * -0.56 -1.04 *** -0.89 *** -0.96 *** -0.55 *

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev.

Capital Flows around Crises of Different Intensities
Regression Coefficients Multiplied by Median Standard Deviation Across Countries

High-Income Countries Middle-Income Countries Low-Income Countries

74

CIF COD CIF COD CIF COD

45 45 49 49 74

38
2 2 24 24 25 25
39 39 26 26 38

0.13
1,082 1,082 563 563 861 861
0.31 0.35 0.18 0.21 0.24

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

7.81 8.55 6.04 5.56 5.02 3.31
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Capital Flows Around Crises  of Different Intens ities
P e r c e n ta g e  o f T r e n d  G D P
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One Crisis Episodes
   Year t - 2 -0.01 0.13 0.40 *** -0.02

   Year t - 1 -0.03 0.01 0.39 * -0.07

   Crisis Year -0.19 ** 0.01 0.14 -0.06

   Year t + 1 -0.18 ** -0.19 -0.23 -0.19

   Year t + 2 0.10 -0.13 -0.19 -0.16

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.17 ** -0.06 -0.26 * -0.02

More than One Crisis Episodes
   Year t - 2 0.24 ** 0.65 1.09 *** -0.10

   Year t - 1 0.31 *** 1.09 0.74 ** 0.02

   Crisis Year -0.19 0.66 * -0.10 0.09

   Year t + 1 -0.09 -0.33 0.17 0.45

   Year t + 2 -0.06 -0.80 ** 0.70 0.79

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.47 *** -0.21 -1.02 * 0.13 **

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev.

High-Income Countries

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

PI: Port folio Investments, OI: Other Investments, DI: Direct Investments

1.08 2.84 5.09 2.23
0.22 0.30 0.17 0.27
981 1,038 1,082 1,082
36 38 39 39
2 2 2 2
43 45 45 45

PI - Equity PI - Debt OI DI
CIF

Components of Capital Flows by Foreign Agents around Crises of Different Intensities



One Crisis Episodes
   Year t - 2 -0.34 ** 0.03 0.01 0.16 * -0.01

   Year t - 1 -0.12 -0.16 ** -0.13 ** 0.03 0.00

   Crisis Year -0.16 -0.22 *** -0.22 ** -0.18 -0.10

   Year t + 1 -0.23 -0.30 *** -0.16 * -0.25 -0.27 ***

   Year t + 2 0.04 -0.14 -0.10 -0.33 *** -0.09

Diff. between Crisis Year and
Avg. Previous 2 Years

0.07 -0.16 *** -0.16 *** -0.28 *** -0.10

More than One Crisis Episodes
   Year t - 2 -0.24 *** 0.02 0.40 *** 1.46 0.51 **

   Year t - 1 -0.23 0.12 0.96 ** 1.94 *** 0.76 **

   Crisis Year -1.04 0.01 -0.53 2.16 *** 0.54 *

   Year t + 1 1.40 *** 0.13 0.13 -0.23 0.47

   Year t + 2 -0.09 0.30 * -0.22 0.82 0.21

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.81 * -0.06 -1.21 0.46 -0.10 **

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev. 2.14 1.23 2.27 3.56 1.93

High-Income Countries

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

Res: Internat ional Reserve Assets, PI: Portfolio Investments, OI: Other Investments, DI: Direct Investments

0.320.07 0.38 0.43 0.15
1,037 1,039 1,082 1,082
38 38 39 39

1,082
39

2
45

2 2 2 2
45 45 45 45

PI - Equity PI - Debt OI DIReserves
COD

Components of Capital Flows by Domestic Agents around Crises of Different Intensities



One Crisis Episodes
   Year t - 2 -0.01 0.37 2.04 *** -0.04

   Year t - 1 -0.03 0.03 1.99 * -0.16

   Crisis Year -0.21 ** 0.03 0.71 -0.13

   Year t + 1 -0.19 ** -0.54 -1.17 -0.42

   Year t + 2 0.11 -0.37 -0.97 -0.36

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.17 ** -0.06 -0.26 * -0.02

More than One Crisis Episodes
   Year t - 2 0.26 ** 1.84 5.55 *** -0.22

   Year t - 1 0.34 *** 3.09 3.77 ** 0.04

   Crisis Year -0.21 1.87 * -0.51 0.20

   Year t + 1 -0.10 -0.94 0.87 1.00

   Year t + 2 -0.06 -2.27 ** 3.56 1.76

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.47 *** -0.21 -1.02 * 0.13 **

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev.

Regression Coefficients Multiplied by Median Standard Deviation across Countries
High-Income Countries

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

PI: Port folio Investments, OI: Other Investments, DI: Direct Investments

1.08 2.84 5.09 2.23
0.22 0.30 0.17 0.27
981 1,038 1,082 1,082
36 38 39 39
2 2 2 2
43 45 45 45

PI - Equity PI - Debt OI DI
CIF

Components of Capital Flows by Foreign Agents around Crises of Different Intensities



One Crisis Episodes
   Year t - 2 -0.73 ** 0.04 0.02 0.57 * -0.02

   Year t - 1 -0.26 -0.20 ** -0.29 ** 0.11 0.00

   Crisis Year -0.34 -0.27 *** -0.50 ** -0.64 -0.19

   Year t + 1 -0.49 -0.37 *** -0.36 * -0.89 -0.52 ***

   Year t + 2 0.09 -0.17 -0.23 -1.18 *** -0.17

Diff. between Crisis Year and
Avg. Previous 2 Years

0.07 -0.16 *** -0.16 *** -0.28 *** -0.10

More than One Crisis Episodes
   Year t - 2 -0.51 *** 0.02 0.91 *** 5.20 0.98 **

   Year t - 1 -0.49 0.15 2.17 ** 6.91 *** 1.46 **

   Crisis Year -2.22 0.01 -1.20 7.69 *** 1.04 *

   Year t + 1 2.99 *** 0.16 0.29 -0.82 0.91

   Year t + 2 -0.19 0.37 * -0.50 2.92 0.40

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.81 * -0.06 -1.21 0.46 -0.10 **

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev. 1.23 2.27 3.56 1.93

Regression Coefficients Multiplied by Median Standard Deviation across Countries
High-Income Countries

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

Res: Internat ional Reserve Assets, PI: Portfolio Investments, OI: Other Investments, DI: Direct Investments

0.32
2.14
0.07 0.38 0.43 0.15

1,037 1,039 1,082 1,082
38 38 39 39

1,082
39

2
45

2 2 2 2
45 45 45 45

PI - Equity PI - Debt OI DIReserves
COD

Components of Capital Flows by Domestic Agents around Crises of Different Intensities



One Crisis Episodes
   Year t - 2 -0.04 0.29 0.17 0.09

   Year t - 1 -0.21 -0.02 0.17 -0.09

   Crisis Year -0.22 -0.22 0.13 -0.18

   Year t + 1 -0.03 0.2 -0.08 -0.24

   Year t + 2 -0.06 -0.21 -0.01 -0.13

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.10 -0.36 * -0.04 -0.18

More than One Crisis Episodes
   Year t - 2 -0.09 0 0.27 0.00

   Year t - 1 0.16 0.32 0.32 -0.09

   Crisis Year 0.06 -0.36 ** -0.73 ** -0.32

   Year t + 1 -0.13 -0.43 ** -0.44 * -0.33 **

   Year t + 2 0.07 -0.23 -0.36 *** -0.31 ***

Diff. between Crisis Year and
Avg. Previous 2 Years

0.03 -0.52 *** -1.03 *** -0.28

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev.

Middle-Income Countries

Components of Capital Flows by Foreign Agents around Crises of Different Intensities

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

PI: Port folio Investments, OI: Other Investments, DI: Direct Investments

0.31 1.43 4.91 2.05
0.08 0.13 0.15 0.31
482 506 563 563
22 23 26 26
23 24 24 24
40 43 49 49

PI - Equity PI - Debt OI DI
CIF



One Crisis Episodes
   Year t - 2 -0.15 0.09 -0.04 0.14 -0.06

   Year t - 1 -0.41 *** -0.02 -0.22 * -0.12 -0.20 **

   Crisis Year -0.4 *** 0.04 -0.21 -0.06 0.00

   Year t + 1 -0.15 0.04 -0.1 0.02 0.07

   Year t + 2 -0.27 * 0 -0.11 0.08 0.01

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.12 0.01 -0.08 -0.07 0.13

More than One Crisis Episodes
   Year t - 2 -0.22 -0.13 0.40 0.09 -0.05

   Year t - 1 -0.4 * -0.04 -0.21 -0.02 0.14

   Crisis Year -1.09 *** -0.27 ** -0.43 -0.29 -0.13

   Year t + 1 0.16 0 -0.1 0.21 -0.26

   Year t + 2 0.36 * -0.27 ** 0.44 0.05 -0.06

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.78 *** -0.19 -0.53 * -0.33 -0.18

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev. 2.76 0.45

Middle-Income Countries

Components of Capital Flows by Domestic Agents around Crises of Different Intensities

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

Res: Internat ional Reserve Assets, PI: Port folio Investments, OI: Other Investments, DI: Direct Investments

0.15 0.17 0.13 0.26
2.78 0.19 0.57

508 533 563 509
0.14

23 24 26 23
563

22 24 24 23
26

43 45 49 43
24
49

PI - Equity PI - Debt OI DIReserves
COD



One Crisis Episodes
   Year t - 2 -0.01 0.41 0.84 0.18

   Year t - 1 -0.06 -0.03 0.84 -0.18

   Crisis Year -0.07 -0.31 0.64 -0.37

   Year t + 1 -0.01 0.29 -0.39 -0.49

   Year t + 2 -0.02 -0.30 -0.05 -0.27

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.10 -0.36 * -0.04 -0.18

More than One Crisis Episodes
   Year t - 2 -0.03 0.00 1.33 0.00

   Year t - 1 0.05 0.46 1.57 -0.18

   Crisis Year 0.02 -0.51 ** -3.59 ** -0.66

   Year t + 1 -0.04 -0.61 ** -2.16 * -0.68 **

   Year t + 2 0.02 -0.33 -1.77 *** -0.64 ***

Diff. between Crisis Year and
Avg. Previous 2 Years

0.03 -0.52 *** -1.03 *** -0.28

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev.

Regression Coefficients Multiplied by Median Standard Deviation across Countries
Middle-Income Countries

Components of Capital Flows by Foreign Agents around Crises of Different Intensities

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

PI: Port folio Investments, OI: Other Investments, DI: Direct Investments

0.31 1.43 4.91 2.05
0.08 0.13 0.15 0.31
482 506 563 563
22 23 26 26
23 24 24 24
40 43 49 49

PI - Equity PI - Debt OI DI
CIF



One Crisis Episodes
   Year t - 2 -0.42 0.02 -0.02 0.39 -0.03

   Year t - 1 -1.14 *** 0.00 -0.13 * -0.33 -0.09 **

   Crisis Year -1.11 *** 0.01 -0.12 -0.17 0.00

   Year t + 1 -0.42 0.01 -0.06 0.06 0.03

   Year t + 2 -0.75 * 0.00 -0.06 0.22 0.00

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.12 0.01 -0.08 -0.07 0.13

More than One Crisis Episodes
   Year t - 2 -0.61 -0.02 0.23 0.25 -0.02

   Year t - 1 -1.11 * -0.01 -0.12 -0.06 0.06

   Crisis Year -3.03 *** -0.05 ** -0.25 -0.80 -0.06

   Year t + 1 0.44 0.00 -0.06 0.58 -0.12

   Year t + 2 1.00 * -0.05 ** 0.25 0.14 -0.03

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.78 *** -0.19 -0.53 * -0.33 -0.18

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev. 2.76 0.45

Regression Coefficients Multiplied by Median Standard Deviation across Countries
Middle-Income Countries

Components of Capital Flows by Domestic Agents around Crises of Different Intensities

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

Res: Internat ional Reserve Assets, PI: Portfolio Investments, OI: Other Investments, DI: Direct Investments

0.15 0.17 0.13 0.26
2.78 0.19 0.57

508 533 563 509
0.14

23 24 26 23
563

22 24 24 23
26

43 45 49 43
24
49

PI - Equity PI - Debt OI DIReserves
COD



One Crisis Episodes
   Year t - 2 -0.08 0.06 0.12 0.03

   Year t - 1 0 -0.16 0.24 * 0.06

   Crisis Year -0.24 ** -0.18 -0.13 -0.01

   Year t + 1 0.10 -0.18 -0.15 -0.06

   Year t + 2 -0.07 -0.08 -0.2 * -0.06

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.20 -0.13 -0.31 ** -0.06

More than One Crisis Episodes
   Year t - 2 0.23 0.39 0.37 0.20

   Year t - 1 0.43 ** 0.69 ** 0.46 0.05

   Crisis Year -0.09 0.06 -0.57 * -0.04

   Year t + 1 -0.14 -0.24 -0.51 *** -0.23

   Year t + 2 0.1 -0.18 -0.35 -0.19

Diff. between Crisis Year and
Avg. Previous 2 Years

0.32 0.50 0.28 *** -0.05

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev.

Low-Income Countries

Components of Capital Flows by Foreign Agents around Crises of Different Intensities

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

PI: Port folio Investments, OI: Other Investments, DI: Direct Investments

0.31 0.66 4.09 1.99
0.13 0.14 0.26 0.31
670 702 861 861
30 30 38 38
18 24 25 25
55 63 74 74

PI - Equity PI - Debt OI DI
CIF



One Crisis Episodes
   Year t - 2 -0.17 * -0.16 ** 0.06 0.13 0.12

   Year t - 1 -0.1 -0.15 0.07 0.22 0.08

   Crisis Year -0.19 -0.01 0.15 0.02 0.02

   Year t + 1 -0.11 -0.07 -0.11 0.35 *** -0.04

   Year t + 2 -0.16 -0.04 0.00 -0.01 -0.09

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.06 0.15 0.09 -0.16 -0.08

More than One Crisis Episodes
   Year t - 2 0.19 0.16 0.15 0.08 0.19

   Year t - 1 -0.19 0 -0.19 * 0.30 0.19

   Crisis Year -0.62 * -0.14 -0.09 0.06 0.05

   Year t + 1 0.24 0.18 -0.12 0.3 0.01

   Year t + 2 0.4 -0.01 -0.09 -0.31 * 0.01

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.29 * -0.08 -0.27 0.26 0.10

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev. 1.56 0.19

Low-Income Countries

Components of Capital Flows by Domestic Agents around Crises of Different Intensities

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

Res: Internat ional Reserve Assets, PI: Port folio Investments, OI: Other Investments, DI: Direct Investments

0.12 0.14 0.14 0.24
2.77 0.05 0.22

730 697 861 723
0.12

32 31 38 33
861

22 21 25 19
38

65 66 74 62
25
74

PI - Equity PI - Debt OI DIReserves
COD



One Crisis Episodes
   Year t - 2 -0.03 0.04 0.49 0.06

   Year t - 1 0.00 -0.11 0.98 * 0.12

   Crisis Year -0.08 ** -0.12 -0.53 -0.02

   Year t + 1 0.03 -0.12 -0.61 -0.12

   Year t + 2 -0.02 -0.05 -0.82 * -0.12

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.20 -0.13 -0.31 ** -0.06

More than One Crisis Episodes
   Year t - 2 0.07 0.26 1.51 0.40

   Year t - 1 0.14 ** 0.46 ** 1.88 0.10

   Crisis Year -0.03 0.04 -2.33 * -0.08

   Year t + 1 -0.04 -0.16 -2.09 *** -0.46

   Year t + 2 0.03 -0.12 -1.43 -0.38

Diff. between Crisis Year and
Avg. Previous 2 Years

0.32 0.50 0.28 *** -0.05

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev.

Regression Coefficients Multiplied by Median Standard Deviation across Countries
Low-Income Countries

Components of Capital Flows by Foreign Agents around Crises of Different Intensities

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

PI: Port folio Investments, OI: Other Investments, DI: Direct Investments

0.31 0.66 4.09 1.99
0.13 0.14 0.26 0.31
670 702 861 861
30 30 38 38
18 24 25 25
55 63 74 74

PI - Equity PI - Debt OI DI
CIF



One Crisis Episodes
   Year t - 2 -0.47 * -0.01 ** 0.01 0.20 0.02

   Year t - 1 -0.28 -0.01 0.02 0.34 0.02

   Crisis Year -0.53 0.00 0.03 0.03 0.00

   Year t + 1 -0.31 0.00 -0.02 0.55 *** -0.01

   Year t + 2 -0.44 0.00 0.00 -0.02 -0.02

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.06 0.15 0.09 -0.16 -0.08

More than One Crisis Episodes
   Year t - 2 0.53 0.01 0.03 0.12 0.04

   Year t - 1 -0.53 0.00 -0.04 * 0.47 0.04

   Crisis Year -1.72 * -0.01 -0.02 0.09 0.01

   Year t + 1 0.67 0.01 -0.03 0.47 0.00

   Year t + 2 1.11 0.00 -0.02 -0.48 * 0.00

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.29 * -0.08 -0.27 0.26 0.10

No. of Only One Crisis Episodes
No. of  More than One Crisis Episodes
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev. 1.56 0.19

Regression Coefficients Multiplied by Median Standard Deviation across Countries
Low-Income Countries

Components of Capital Flows by Domestic Agents around Crises of Different Intensities

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

Res: Internat ional Reserve Assets, PI: Portfolio Investments, OI: Other Investments, DI: Direct Investments

0.12 0.14 0.14 0.24
2.77 0.05 0.22

730 697 861 723
0.12

32 31 38 33
861

22 21 25 19
38

65 66 74 62
25
74

PI - Equity PI - Debt OI DIReserves
COD



5 2

Year 2006 1.36 *** 1.55 *** 0.80 *** 1.16 *** 0.15 1.01 ***

Year 2007 2.22 *** 2.25 *** 1.75 *** 1.91 *** 0.65 *** 1.18 ***

Year 2008 0.36 0.19 0.48 ** 0.11 0.59 *** 0.18

Year 2009 -0.21 -0.14 0.21 0.34 0.02 0.58

Diff. between Year 2008 and
Avg. Previous 2 Years

-1.43 *** -1.71 *** -0.80 *** -1.43 *** 0.19 -0.92 ***

No. of Countries
No. of Observations
R-squared

Flows are normalized by trend GDP and standardized. The sample period is 2006 to 2009.
Standard errors, clusterized at the country level, are in brackets.

0.56 0.61 0.52 0.59 0.17 0.34
132 132 81 81 110 110
39 39 23 23 37 37

[0.30] [0.28] [0.24] [0.23] [0.39] [0.71]

[0.25] [0.27] [0.22] [0.24] [0.16] [0.24]

[0.19] [0.16] [0.25] [0.23] [0.23] [0.23]

[0.19] [0.16] [0.21] [0.21] [0.17] [0.17]

CIF COD CIF COD CIF COD

Capital Flows around 2008
High-Income Countries Middle-Income Countries Low-Income Countries



5 3

Year t - 2 0.52 *** 0.25 *** 0.41 *** 0.13 0.15 0.04

Year t - 1 0.79 *** 0.49 *** 0.31 ** -0.15 0.27 * 0.12

Crisis Year -0.09 -0.50 *** -0.11 -0.61 *** -0.09 -0.17

Year t + 1 -0.61 *** -0.78 *** -0.18 -0.07 -0.28 ** 0.07

Year t + 2 -0.32 ** -0.41 *** -0.23 * -0.12 -0.26 ** -0.06

Diff. between Crisis Year and
Avg. Previous 2 Years

-0.745 *** -0.87 *** -0.47 *** -0.60 *** -0.30 *** -0.25 *

Country-Trend Dummies
No. of Crises
No. of Countries
No. of Observations
R-squared

Capital Flows around 2008
Including the 2008 Crisis

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2009. Country-trend dummies are included in all regressions.
Standard errors, clusterized at the country level, are in brackets.

0.35 0.37 0.21 0.23 0.20 0.18
1,240 1,240 648 648 978 978

39 39 26 26 38 38
65 65 72 72 89 89

Yes Yes Yes Yes Yes Yes

[0.12] [0.13] [0.12] [0.11] [0.11] [0.09]

[0.11] [0.13] [0.18] [0.15] [0.13] [0.12]

[0.12] [0.14] [0.17] [0.14] [0.15] [0.12]

[0.16] [0.17] [0.14] [0.13] [0.15] [0.13]

[0.09] [0.08] [0.12] [0.14] [0.14] [0.11]

High-Income Countries Middle-Income Countries Low-Income Countries
CIF COD CIF COD CIF COD



5 4

Year t - 2 0.34 *** 0.01 0.30 *** 0.01 0.14 0.01

Year t - 1 0.32 * -0.08 0.17 -0.26 ** 0.27 * 0.13

Crisis Year 0.06 -0.36 *** -0.10 -0.55 *** -0.11 -0.19

Year t + 1 -0.32 *** -0.50 *** -0.12 0.01 -0.27 ** 0.10

Year t + 2 -0.20 -0.29 * -0.18 -0.06 -0.23 * -0.05

Diff. between Crisis Year and Avg. 
Previous 2 Years

-0.27 ** -0.33 *** -0.34 ** -0.43 ** -0.32 *** -0.26 *

No. of Crises
No. of Countries
No. of Observations
R-squared
Median Country Std. Dev. 7.81 8.55 6.04 5.56 5.02 3.31

Flows are normalized by trend GDP and standardized. The sample period is 1970 to 2005. Country-trend dummies are included in all regressions.

Standard errors, clusterized at the country level, are in brackets.

0.30 0.34 0.12 0.16 0.21 0.12
1,108 1,108 567 567 867 867
39 39 26 26 38 38
46 46 66 66 85 85

[0.12] [0.14] [0.13] [0.12] [0.11] [0.10]

[0.11] [0.15] [0.20] [0.16] [0.13] [0.12]

[0.12] [0.11] [0.19] [0.14] [0.15] [0.12]

[0.19] [0.17] [0.13] [0.10] [0.15] [0.12]

COD

[0.10] [0.07] [0.10] [0.14] [0.15] [0.11]

Capital Flows around Crises
High-Income Countries M iddle-Income Countries Low-Income Countries
CIF COD CIF COD CIF



• S iz e  a n d  v o la t i l i t y  o f g r o s s  f lo w s  h a v e  in c r e a s e d  o v e r  la s t 
f o u r  d e c a d e s
– N e t c a p i t a l f lo w s  d o  n o t s h o w  s u c h  a n  in c r e a s e , s in c e  

C IF  a n d  C O D  a r e  h ig h ly  p o s i t iv e ly  c o r r e la t e d  

• To ta l g r o s s  c a p i t a l a r e  p r o -c y c l ic a l 
– D u r in g  e x p a n s io n s , fo r e ig n  a g e n t s  in c r e a s e  th e ir  

in v e s tm e n t in  d o m e s t ic  a s s e t s  
– D o m e s t ic  a g e n t s  in c r e a s e  th e ir  in v e s tm e n t in  fo r e ig n  

a s s e t s

5 5

Conclus ions



• To ta l g r o s s  c a p i t a l f lo w s  fa l l s ig n i f ic a n t ly  d u r in g  c r is e s
– C IF  a n d  C O D  c o n t r a c t s ig n i f ic a n t ly  
– E s p e c ia l ly  d u r in g  s e v e r e  c r is e s
– S ig n i f ic a n t r e t r e n c h m e n t (m o r e  C IF  a n d  C O D ) d u r in g  

s y s t e m ic  c r is e s  

5 6

Conclus ions



• B e h a v io r  o f g r o s s  f lo w s  d u r in g  c r is e s  n o t d r iv e n  b y  s in g le  
c o m p o n e n t 
– I n  d e v e lo p e d  c o u n t r ie s , r e d u c t io n  in

• C IF  m o s t ly  d u e  to  r e d u c t io n s  o f e q u i t y  a n d  o th e r  
in v e s tm e n t s

• C O D  m o s t ly  d u e  to  r e d u c t io n s  o f a s s e t s  in  e q u i t y , 
d e b t , a n d  o th e r  in v e s tm e n t s  

– I n  d e v e lo p in g  c o u n t r ie s , r e d u c t io n  in

• C IF  m o s t ly  d u e  to  r e d u c t io n s  o f d e b t a n d  o th e r  
in v e s tm e n t s

• C O D  m o s t ly  d u e  to  r e d u c t io n s  in  in t e r n a t io n a l 
r e s e r v e s  a n d  d e b t p o r t f o l io

– O v e r a l l , F D I le s s  r e s p o n s iv e  th a n  o th e r  t y p e s  o f f lo w s
5 7

Conclus ions



• B e h a v io r  o f g r o s s  c a p i t a l f lo w s  s h e d s  l ig h t o n  th e  s o u r c e s  o f 
f lu c t u a t io n s  a n d  in t e r n a t io n a l c a p i t a l f lo w s

• G r o s s  c a p i t a l f lo w s  d o  n o t s e e m  to  b e  d r iv e n  b y  f i r e  s a le s  o f 
d o m e s t ic  a s s e t s  to  fo r e ig n e r s  

• N o r b y  d o m e s t ic  c a p i t a l f l ig h t , a t le a s t in  th e  f r e q u e n c y  a n d  
t y p e s  o f c a p i t a l f lo w s  a n a ly z e d

• C a p i t a l f lo w s  d o  n o t s e e m  to  b e  d r iv e n  b y  p r o d u c t iv i t y  
s h o c k s
– U n d e r  th o s e  s h o c k s : s im i la r  b e h a v io r  b y  fo r e ig n  a n d  

d o m e s t ic  a g e n t s  t o w a r d s  d o m e s t ic  a s s e t s

5 8

Conclus ions



• I n s t e a d , c r is e s  s e e m  to  a f f e c t f o r e ig n  a n d  d o m e s t ic  a g e n t s  
a s y m m e t r ic a l ly

• T w o  p la u s ib le  e x p la n a t io n s  f o r  th e  a s y m m e t r y
– C r is e s  a s s o c ia t e d  w it h  a  w o r s e n in g  o f in v e s t o r  p r o p e r t y  

r ig h t s  o r  d e fa u l t a f f e c t in g  f o r e ig n  c r e d i t o r s  m o r e  th a n  
d o m e s t ic  o n e s

– C r is e s  in c r e a s e  t h e  in f o rm a t io n a l a s y m m e t r y  b e tw e e n  
fo r e ig n  a n d  d o m e s t ic  a g e n t s

5 9

Conclus ions



T h a n k  y o u !

6 0
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