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Impulse Responses for the Heterogeneous panel VAR — Model 2
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Kim and Shin (2021)

Offshore EME Bond Issuance and the Transmission Channels
of Global Liquidity, JIMF
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Onshore and Offshore Gross Issues in International Debt
Securities of Emerging and Developing Countries
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How global liquidity is transmitted to emerging countries by
offshore debt issuance: multinational corporation with
offshore subsidiary

Border
Bank
A L
A L
Local Local
currency | currency |~ Local
curmrency
us | International
dollars | capital market
Multinational

corporation

1. This channel is likely to work even if capital market is not
liberalized; money is moving across border within a firm

2. BOP and official data on capital flows (compiled on locational
basis) would not capture this transaction, if it’s not done by explicit
capital account transaction between subsidiary and headquarters,
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Impulse Responses of Onshore and Offshore Issuance
of International Debt Securities to US Credit Shocks
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Kim and Min (2020)

Long-Term Determinants of Valuation Effects
1971-2011, 188 countries

Panel Regressions (fixed, random)
— LHS: valuation effects/GDP, RHS: various determinants

* Main Findings
— FA (FL, NFA): holding more assets provides LR gains
— RISKA: holding risky assets provides LR gains

— CUR: CUR is negatively associated with VAL (overall external
adjustments)

X5% 7H tc|>|'%§ X'”



Figure 2-1A. Valuation changes and current account (as ratios to GDP)
in advanced countries, for the period 2000-2011
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Figure 2-1B. Valuation changes and current account in emerging and developing
countries, for the period 2000-2011 (relative to GDP)
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Table 1. Average values of valuation changes and current account relative to GDP

Valuation Changes Current Account
Obs SD Avg.1 Avg.2 SD Avg.1 Avg.2
1971-2011 188 0.057 0.034 0.084 0.095 0.067 0.084
1971-1980 124 0.050 0.029 0.047 0.093 0.058 0.068
All 1981-1990 141 0.058 0.031 0.064 0.109 0.062 0.074
1991-2000 175 0.099 0.046 0.085 0.078 0.059 0.072
2001-2011 188 0.133 0.057 0.112 0.113 0.083 0.092
1971-2011 31 0.035 0.021 0.064 0.070 0.042 0.050
1971-1980 24 0.031 0.019 0.027 0.030 0.025 0.030
ADV 1981-1990 24 0.012 0.010 0.032 0.036 0.029 0.032
1991-2000 30 0.176 0.051 0.081 0.041 0.033 0.036
2001-2011 31 0.060 0.038 0.097 0.085 0.062 0.064
1971-2011 157 0.060 0.037 0.089 0.098 0.072 0.091
EMG 1971-1980 100 0.053 0.031 0.052 0.102 0.067 0.078
& 1981-1990 117 0.064 0.035 0.071 0.119 0.069 0.083
DEV 1991-2000 145 0.074 0.046 0.085 0.081 0.064 0.079
2001-2011 157 0.142 0.031 0.115 0.116 0.034 0.098

Avg. 17 shows the cross-country average of the absolute value of the annual average in each country whereas “Av(. 2” reveals the average of the absolute value of the annual value in each
country. “SD” indicates the standard deviations of cross-country annual averages.



Figure 2-2A. Ten-year rolling correlations between changes in NFA and current
accounts
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Figure 2-2B. Ten-year rolling correlations between changes in NFA and
Valuation effects
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Kim, Kim, and Yang (2020)

Rate of Return on Foreign Assets and Liabilities
Valuation Effects + Investments Income

ROR in advanced countries > ROR in emerging and
developing countries

e Mean-Variance Frontier

— Advanced countries’ foreign assets are more efficient than
emerging and developing countries

e Correlation between Output differential and ROR (FA-FL) is
negative only in advanced countries

 Determinants: FA (+), FL (-), NFA (+), Risky Asset Portion (+),
Risky Liability Portion (-), CUR (-), GDP growth rate (-)...
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Trilemma

Stable exchange rate

capital confﬂ/ fixed E\

monetary autonomy International capital mobility
flex E

* Obstfeld, Shambaugh, and Taylor (2005)

— Under fixed exchange rate regime, the interest rate depends more on
base country’s i (N0 monetary autonomy)

« Aizenman, Chin, and Ito (2008, 2010)

— use measures for E stability, capital mobility, m autonomy
— find a trade off among measures (linearity of the measures)




Rey (2012)

Dilemma or Trilemma

» As financial globalization progresses, domestic financial
condition heavily depends on financial condition of the center
country like the U.S.

« Even under floating exchange rate regime with capital
mobility, monetary policy autonomy may not be achieved. To
achieve monetary autonomy, capital controls may be needed.

Stable exchange rate

capital ccyo/ filﬁ&

monetary autonomy \ / International capital mobility
fle




Dilemma vs. Trilemma

Kim and Kim (2020)
45 countries, panel estimation
(pre-GFC) 2002-2006 vs. (post-GFC) 2009-2013

« SRI (short-run interest rate independence) vs. LRI (long-run
Interest rate independence)

* SRI: Trilemma holds
— Tradeoff between SRI and exchange rate flexibility
— Tradeoff between SRI and international capital mobility

 LRI: Trilemma before GFC, Dilemma after GFC

— After GFC, only tradeoff between LRI and international capital
mobility exists, no tradeoff with e flexibility
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