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Motivation

 Massive body of empirical literature on international capital flows

 However, there is virtually no empirical work gross capital flows,
broken down by sector

 Gross flows, but no sectoral breakdown
- Forbes and Warnock (2012), Broner, Didier, Erce, and Schmukler (2013), Milesi-Ferretti

and Tille (2011), and Bluedorn, Duttagupta, Guajardo, and Topalova (2013)

 Sectoral breakdown, but of net (rather than gross) flows
- Forbes Aguiar and Amador (2011), Gourinchas and Jeanne (2013), and Alfaro, Kalemli-

Ozcan, and Volosovych (2014)
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Our contribution
 Construct a dataset on gross capital inflows

 quarterly frequency; from 1996q1 to 2014q4.
 balanced panel of 85 countries

- 25 advanced economies,
- 34 emerging economies,
- 26 developing economies

 sectoral break-down of debt inflows:
- government,
- central bank,
- banks,
- corporates.

 Examine relationship between different flow types and:
 global (push) factors
 local (pull) factors
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Preview of main results

 Aggregate capital flows patterns do not hold up consistently across
different borrowing sectors.

 Low global risk appetite (i.e. high VIX) is associated with
 Falling external debt flows to banks and corporates
 No response in external debt flows to sovereigns

 External debt flows are:
 procyclical for banks and corporates (especially in EMEs)
 acyclical for AE sovereigns
 countercyclical for EME sovereigns

 Our results highlight the importance of separating capital flows
 by borrowing sector (public vs. private)
 by borrowing country group (AEs vs. EMEs).
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Constructing the enhanced Dataset

 Start with Balance of Payments (BOP)

 Internal Fill
 When the BOP data covers:

- total for the category (A)
- 3 out of the 4 sectors (B)

 We subtract sum of B from A in order to obtain the fourth sector.

 External Fill (using several publicly available sources):
 IMF International Investment Position (IIP) statistics (IMF)
 IMF/WB Quarterly External Debt Statistics (QEDS)
 BIS International Debt Securities (IDS) Statistics
 BIS International Bank Statistics (IBS)

- BIS Locational Bank Statistics (LBS)
- BIS Consolidated Bank Statistics (CBS)

 WB Debt Reporting System (DRS) data
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Dataset Coverage

 89 countries at annual frequency (1996 - 2014)
 Advanced (25): Australia, Austria, Belgium, Canada, Cyprus, Denmark, Finland, 

France, Germany, Greece, Iceland, Ireland, Israel, Italy, Japan, Korea, 
Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, 
United Kingdom, United States

 Emerging (34): Argentina, Brazil, Bulgaria, Chile, China, Colombia, Croatia, 
Czech Re- public, Egypt, Estonia, Hungary, India, Indonesia, Jordan, Kazakhstan, 
Latvia, Lebanon, Lithuania, Macedonia, Malaysia, Mexico, Peru, Philippines, 
Poland, Romania, Russian Federation, Slovak Republic, Slovenia, South Africa, 
Thailand, Turkey, Ukraine, Uruguay, Venezuela

 Developing (30): Albania, Angola, Bangladesh, Belarus, Bolivia, Costa Rica, Cote 
d’Ivoire, Dominican Republic,  Ecuador,  El Salvador,  Gabon,  Ghana,  
Guatemala,  Jamaica,  Kenya, Liberia, Mongolia, Montenegro, Morocco, Namibia, 
Nigeria, Pakistan, Papua New Guinea, Paraguay, Serbia, Sri Lanka, Sudan, 
Trinidad and Tobago, Tunisia, Vietnam

 85 countries at quarterly frequency (1996q1 - 2014q4)
 Countries in annual dataset minus El Salvador, Mongolia, Montenegro, Serbia.
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Panel regressions
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Summary
 Construct a new dataset on gross capital inflows

 sectoral break-down of debt inflows:
 quarterly panel from 1996q1 to 2014q4 for 85 countries

 Low global risk appetite (i.e. high VIX) is associated with
 Falling private external debt flows
 No response in public external debt flows

 External debt flows are:
 procyclical for banks and corporates (especially in EMEs)
 acyclical for AE sovereigns
 countercyclical for EME sovereigns

 Our results highlight the importance of separating capital flows
 by borrowing sector (public vs. private)
 by borrowing country group (AEs vs. EMEs).
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Thank you!

Stefan Avdjiev (stefan.avdjiev@bis.org)

Avdjiev, Aysun and Hepp
“What drives local lending by global banks?” 
Dublin, 28 March 2017
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Supplementary Slides

Avdjiev, Aysun and Hepp
“What drives local lending by global banks?” 
Dublin, 28 March 2017
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Borrowing Sector Splits for Outstanding Stocks
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Borrowing Sector Splits for Outstanding Flows
Non-bank private sector
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Borrowing Sector Splits for Outstanding Flows
Public sector
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