
vii

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 Flows to the 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
2.4 The Case of Emerging Asia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27
2.5 Third Phase and Onward  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35
References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 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 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51
References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 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
4.3 Appendix  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 77
References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 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
5.4 Appendix  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96
References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99

http://dx.doi.org/10.1007/978-981-287-284-5_1
http://dx.doi.org/10.1007/978-981-287-284-5_2
http://dx.doi.org/10.1007/978-981-287-284-5_2#Sec1
http://dx.doi.org/10.1007/978-981-287-284-5_2#Sec2
http://dx.doi.org/10.1007/978-981-287-284-5_2#Sec3
http://dx.doi.org/10.1007/978-981-287-284-5_2#Sec4
http://dx.doi.org/10.1007/978-981-287-284-5_2#Sec5
http://dx.doi.org/10.1007/978-981-287-284-5_2#Sec6
http://dx.doi.org/10.1007/978-981-287-284-5_2#Sec7
http://dx.doi.org/10.1007/978-981-287-284-5_2#Sec8
http://dx.doi.org/10.1007/978-981-287-284-5_2#Bib1
http://dx.doi.org/10.1007/978-981-287-284-5_3
http://dx.doi.org/10.1007/978-981-287-284-5_3#Sec1
http://dx.doi.org/10.1007/978-981-287-284-5_3#Sec2
http://dx.doi.org/10.1007/978-981-287-284-5_3#Bib1
http://dx.doi.org/10.1007/978-981-287-284-5_4
http://dx.doi.org/10.1007/978-981-287-284-5_4#Sec1
http://dx.doi.org/10.1007/978-981-287-284-5_4#Sec2
http://dx.doi.org/10.1007/978-981-287-284-5_4#Sec3
http://dx.doi.org/10.1007/978-981-287-284-5_4#Bib1
http://dx.doi.org/10.1007/978-981-287-284-5_5
http://dx.doi.org/10.1007/978-981-287-284-5_5#Sec1
http://dx.doi.org/10.1007/978-981-287-284-5_5#Sec2
http://dx.doi.org/10.1007/978-981-287-284-5_5#Sec3
http://dx.doi.org/10.1007/978-981-287-284-5_5#Sec4
http://dx.doi.org/10.1007/978-981-287-284-5_5#Bib1


Contentsviii

6 Policy Implications  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101
6.1 Tailoring Policies to Vulnerabilities . . . . . . . . . . . . . . . . . . . . . . . . . . 101
6.2 Macroprudential Tools . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 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 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 115
References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 120

Index . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123

http://dx.doi.org/10.1007/978-981-287-284-5_6
http://dx.doi.org/10.1007/978-981-287-284-5_6#Sec1
http://dx.doi.org/10.1007/978-981-287-284-5_6#Sec2
http://dx.doi.org/10.1007/978-981-287-284-5_6#Sec3
http://dx.doi.org/10.1007/978-981-287-284-5_6#Sec11
http://dx.doi.org/10.1007/978-981-287-284-5_6#Sec12
http://dx.doi.org/10.1007/978-981-287-284-5_6#Sec13
http://dx.doi.org/10.1007/978-981-287-284-5_6#Sec14
http://dx.doi.org/10.1007/978-981-287-284-5_6#Bib1



