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184-86; asset market pricing and,
187-89; concerns about rapid and early
lifting of, 3; costs of external crises
and, 95-108; cross-country evidence
for, supply and cost of capital and,
179-81; current account reversals and,
88-92; defined, 648; East Asian crisis
and, 1; effects of, 658-59; emerging
countries and, 4; enforcement of, 193~
95; evaluation of, 14, 645-46; firm
behavior and, 189-92; “four fears”
of, 646-48; government’s allocation
of resources and, 186; inconclusive
macroeconomic evidence on, 174-77;
indexes of effectiveness of, 650; individ-
ual behavior and, 192; individual coun-
try evidence for, supply and cost of
capital and, 181-83; introduction to,
73-75, 171-74; lifting of, economic re-
form and, 1; market discipline and,
184-89; microeconomic evidence on,
7-8; objectives of, 649-50; rationale
for, 646-48; sudden stops and, 88-92;
supply and cost of capital and, 177-84;
types of studies of, 649

Capital controls effectiveness index (CCE
index), 14, 650-57

Capital flows, 1; determinants of changes
in, 46-48; determinants of volatility
of, 48-55; institutions and, 22-25;
legal origins and, 43-46; multicountry
studies of, 654-55; patterns of inter-
national, 5-6; pre-1970s, 24

Capital inflows, 171; methodology and
methodological rigor of studies of,
660—63t

Capital mobility: currency crises and, 6;
evolution of, world economy (1970
2001), 81-86; international, argument
in favor of, 19-20

Capital outflows, 171; methodology and
methodological rigor of studies of,
664—65t

Chile, 4, 7, 8-9, 124-25, 172; absence of
sudden stops, 277-84; bank regulations
and international borrowing in, 259—
63; capital controls and exchange regu-
lations (1990-2004) in, 286-92; change
in capital flow maturity and, 657; com-
position of inflows, 253-54; differential
effects across firm size in, 256-57; dif-

ferential effects on financial sector in,
257-59; encaje, 181-82, 194, 249-56;
evolution of external debt of, 243-46;
evolution of international investment
position of, 246-49; exchange rate in,
254-55; exchange rate policy in, 282—
84; exchange rate regimes and interna-
tional borrowing in, 263-71; financial
vulnerability of, 255-56; free trade
agreement with U.S., 275-77,292-93;
interest rates in, 252-53; international
borrowing and, 241-43; international
borrowing and currency mismatches
in, 271-74; lessons from international
borrowing experience of, 284-86; level
of inflows, 253; macroeconomic effects
of encaje, 252-56; microeconomic
effects of encaje, 256-59; restrictions
on inflows in, 669; types of studies on
capital flows in, 651-52t

China, 10-11; composition of capital in-
flows for, 451-52; evolution of capital
controls in, 462-78; evolution of capi-
tal inflows in, 423-25; explanations for
composition of capital inflows to, 452—
58; external debt in, 433-37; financial
integration and growth in, 449; finan-
cial integration and volatility in, 449—
50; foreign direct investment in, 425—
33; foreign holdings in U.S. dollar secu-
rities of, 458—61; international reserves
of, 437-48; introduction to capital in-
flows in, 421-23

Colombia, restrictions on inflows in, 669-70

Corralito, 192, 195, 317-23

Covered interest parity (CIP) arbitrage, in
India, 620-24

Currency crises, capital mobility and, 6.
See also Financial crises

Currency mismatches, 130-32; importance
of, in practice, 137-41; and interna-
tional borrowing, in Chile, 271-74;
measuring, 146-47

Current account reversals: banking crises
and, 93-95; capital controls and, 88—
92, 95-96; determinants of, 107-8,
107t; econometric analysis of growth
effects of, 97-99; incidence of, 86—88;
joint estimation of, 99-102; probability
of experiencing, 102-5

Czech Republic, 2; restrictions on inflows
in, 670
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Debt intolerance, 126-30; importance of, in
practice, 141-45

Domestic original sin, 148-49. See also
Original sin

East Asian crisis, capital controls and, 1

Economic reforms, speed and sequencing
of, 1-3

Encaje, in Chile, 181-82, 194, 249

External crises, costs of, capital controls
and, 95-108

Financial crises, balance sheet effects in,
6-7. See also Currency crises

Firm behavior, capital controls and, 189—
92

Four fears, of capital controls, 64648

Globalization, cost and benefits of, 19-20

Gross domestic product growth models,
105-6

Growth models, GDP, 105-6

Hedging, 145-46
Hong Kong, capital flows in, 576-80

India, 13; capital controls prevalent in 2005
in, 624-26; capital flows in, 612-16,
613t; chronology of easing controls on
portfolio flows in, 619t; currency
regime of, 616-17; determinants of
portfolio flows in, 632-34; evaluating
composition of capital flows in, 635—
36; evolution of capital controls in,
617-20; foreign direct investment
(FDI) in, 626-28; impossible trinity
for, 636-39; introduction to capital
controls in, 609—-12; lack of sustained
current account deficit in, 639-40;
portfolio flows in, 628-32; quest for
sustainable current account deficit in,
612-14; restrictions on covered interest
parity arbitrage in, 620-24; volatility of
capital flows in, 634-35

Individual behavior, capital controls and,
192

Indonesia, restrictions on inflows in, 667-68

Inflows. See Capital inflows

International capital flows: determinants of,
20, 33-46; 1970-2000, 25-33

International Monetary Fund (IMF), views
on capital controls and, 4

Keynes, John Maynard, 19

Legal origins, capital flows and, 43—46
Lucas paradox, 22-24, 22n11, 123n5

Malaysia, 4, 12; chronology of capital con-
trols in, 532-35; coding for political
connectiveness of firms for, 567; eco-
nomic significance of political connec-
tions in, 552-53; effects of capital con-
trols in, 550-52; government’s response
to imposition of capital controls, 553—
58; identifying firm-level political con-
nections in, 543-44; introduction to
capital controls in, 529-32; macroeco-
nomic impact of capital controls in,
537-43; motivations for capital con-
trols in, 535-36; political connections
and crisis-period stock returns for
firms in, 548-50; political connections
in, 543; reducing volume of capital
flows and, 657; restrictions on inflows,
668; restrictions on outflows in, 671—
72; sample and descriptive statistics for
firms in, 544-48; time line for capital
controls in, 559-67; types of studies
on capital flows in, 653t

Market discipline, capital controls and,
184-89

Mexico, Tequila financial crisis in, 306-9

Multicountry studies, of capital flows, 654—
55; methodology and methodological
rigor of, 666—67t

Original sin, 122-26, 122n4; Borio and
Packer’s replication of, 158-60; causes
of, 150-58; vs. currency mismatch,
130-31; domestic dimension of,
147-50; importance of, in practice,
133-37

Outflows. See Capital outflows

Philippines, restrictions on inflows in, 668

Resources, government’s allocation of,
capital controls and, 186

Reversals. See Current account reversals

Russia, default on bonds by, 309-10

Singapore, 12-13; Asian currency crisis
and, 585-86; chronology of capital
controls in, 598-601; debt markets in,
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Singapore (cont.)
586-96; introduction to capital flows,
575-76; monetary policy of, 580-85

South Korea, 11-12; capital controls in,
489-91; financial liberalization in
1990s in, 492-502; history of economic
policy in, 484-88; introduction to in-
ternational capital flows and, 481-83;
1997 financial crisis and aftermath,
502-9; time line of capital flow liberal-
ization in, 510-21

Spain, restrictions on outflows in, 672

Sudden stops of capital inflows, 86n17; ab-
sence of, Chile and, 277-84; Argentina
and, 310-11; banking crises and, 93—
95; capital controls and, 88-92, 95-96;
econometric analysis of growth effects
of, 97-99; incidence of, 86-88

Tequila financial crises, 306-9
Thailand, 657; restrictions on inflows in,
668-69; restrictions on outflows in, 672

United States, free trade agreement with

Chile, 275-77,292-93

U.S. banks: composition of foreign clients

of, 212-14; consolidation in, with for-
eign exposures, 206-9; exposures to
European and Latin American coun-
tries of, 214-17; foreign claims of, 206;
foreign exposures of, and business
cycles, 217-24; international exposure
of, 8; introduction to, 203-5; magni-
tude of foreign claims of, 210-12; pat-
terns in foreign exposures of, 205-14

U.S. Treasury, views on capital controls

and, 4

Weighted capital control effectiveness index

(WCCE index), 14, 650-57

World Bank, 2
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