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Cross Border Capital Flows: Characteristics, Trends, and Impacts
TAN Xiaofen' ZHANG Keke’
(1.School of Economics and Management, Beihang University;2.School of Finance, CUFE)
Abstract In an open economy, cross-border capital flows play an important role in economic growth and financial
stability. Since the 2008 global financial crisis, structural changes have taken place in the speed, direction, and
composition of cross-border capital flows around the world. This has been exemplified in a decline in the growth rate
of global cross-border capital flows, a rise in the proportion of portfolio investment flows, and an expanded role for
non-bank financial institutions as cross-border capital intermediaries. In the post-pandemic era, global interest rate
hikes and the development of domestic financial markets have led to expanded short-term and long-term cross-border
capital flows into and out from emerging economies. During this period, cross-border capital flows have broadened
the funding sources and investment structures of emerging market economies and improved the operational efficiency
of their financial systems. At the same time, for many countries, there has been an increase in the risk exposure
to changes in the external financial environment. This has been reflected in the increased frequency of abnormal
fluctuations in capital flows due to the rising proportion of securities portfolio investment and the procyclicality
of loans from non-bank financial sectors. This in turn has promoted greater financial vulnerability. In the future, it
will be necessary to strengthen macro prudential supervision of cross-border capital flows, optimize the financing
environment for non-financial enterprises, and deepen international monetary policy coordination. It will also be
necessary to boost the pace of two-way financial openness in China and improve exchange rate flexibility in order to
prevent external risks and coordinate security and development.
Keywords Cross-Border Capital Flows, Finance Opening-up, The Development of Bond Market, US Monetary Policy
JEL Classification F32 F36 016
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