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After collapsing during the 2008 global financial crisis, 
capital flows to emerging market economies (EMEs) 
surged in late 2009 and 2010 
 
By the second half of 2011, however, capital flows 
receded rapidly 
 
This trend seems to have reversed again since the 
beginning of 2012, with flows to EMEs rebounding 

Recent Trends in Global Capital 
Flows 







Global “push” (or supply-side) factors, such as: 
 

   Low interest rates and/or weak economic    
 performance in advanced economies 

 

           Lower risk aversion (“risk-on” episodes) 
 

           Booming commodity prices 
 
Domestic “pull” (or demand side) factors, such as: 
 

          Macroeconomic fundamentals 
 

          Policies 
 

          Institutions 

What drives capital flows to EMEs?  



Gosh et al. (IMF WP/12/22) look at the 
characteristics of “surges” of capital inflows into 
EMEs  

They use a sample of 56 EMEs during 1980-2009. A 
surge year is one in which net capital inflows (as 
ratio to GDP) fall in the top 30th percentile for both 
the country and the overall sample distribution    

They identify 149 surge episodes: 
 

 Average duration 2 years 
 Average net capital flows during episode about 10 percent of 
GDP (range from 5 to 54 percent of GDP)    



Most surges (more than two thirds) are liability-driven (increase in 
residents’ liabilities: foreigners pouring money into the country), 
rather than asset-driven (domestic residents reducing holdings of 
their assets abroad)  



Even in times of global surges, not all EMEs 
are affected  



Dependent variable: probability of a surge    



Both global “push” factors and domestic 
“pull” factors are relevant in determining 
surges  

Interpretation: global “push” factors 
determine the overall volume of flows to 
EMEs and domestic “pull” factors influence 
their allocation amongst EMEs   
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