Contents

1 Introduction and Overview ....... ... ... ... ... ... ... ... ...... 1
2 The Three Phases of Global Liquidity. . ......................... 7
2.1 Conceptual and Measurement Issues. . ....................... 8
2.2 First Phase of Global Liquidity ............................. 10
2.2.1 Round-Trip Bank Flowstothe US..................... 10

2.2.2  Banking Sector Flows to the Rest of the World . . .. ....... 14

2.2.3 Exchange Rates and Leverage . ....................... 18

2.3 Second Phase of Global Liquidity .. ......................... 20
24 TheCaseof Emerging Asia .. ..........cuuiiiiinnenan.. 27
2.5 Third Phaseand Onward . ............ .. .. .. .. ..., 35
References. . ... ..o 44

3 Early Warning Indicators for Financial Vulnerabilities ............ 45
3.1 Principles for Selection of Early Warning Indicators. . ........... 45
3.2 Core and Noncore Liabilities . . .. ........... ... .. ..o on... 51
References. . ... ..o 59

4 Emerging Asia’s Noncore Liabilities and Policy Effectiveness. . . . . .. 61
4.1 Bank-Led Flows, Noncore Liabilities, and Credit Growth ........ 62
4.2 Reassessing Monetary Policy. .. .......... ... ... ... .. .... 74
43 Appendix . ... 77
References. . ... ..o 78

5 Capital Flows and Income Distribution ......................... 79
5.1 National Policy Remains Key .............................. 80
5.2 How Capital Flows Affect Income Inequality .................. 83
5.3 Prioritization for a Multi-objective Goal ................. ... .. 89
5S4 ApPPendiX . ... 96
References. . ... ..o 99

vii



viii Contents
6 Policy Implications ............ ... ... .. ... ... .. .. .. ... 101
6.1 Tailoring Policies to Vulnerabilities. .. ....................... 101

6.2 Macroprudential Tools . . .. ... ... o i 103
6.2.1 Bank Capital-Oriented Tools .. ....................... 103

6.2.2 Relative Merits of URR Versus Levies/Taxes ............ 109

6.2.3 Relationship with Other Stabilization Policies. ........... 110

6.3 Financial Integration and Institutional Design.................. 111
6.4 Policy ChOICeS . .. ..ottt e 115
References. . ... ... i 120
Index. . ... o 123



2 Springer
http://www.springer.com/978-981-287-283-8

Managing Elevated Risk

Global Liquidity, Capital Flows, and Macroprudential
Policy—&n Asian Perspective

Azis, 1), Shin, H.5.

2015, VI, 124 p. 69 illus., Hardcowver

ISBN: 278-981-287-283-8



	Contents

