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• Following the Global Financial Crisis (GFC), monetary stimulus 
by Federal Reserve and other advanced-economy central banks 
characterized as pushing a “tsunami” of capital flows to EMEs.

• These capital flows were blamed for blowing asset bubbles, 
spurring excessive credit creation, and pushing up currencies.
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• To be sure, differences on monetary policies across economies 
should lead to corresponding movements in capital.

• But too much weight has been placed on Fed policy in the post-
GFC surge in capital flows to EMEs.
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• Three arguments
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• Three arguments

• 1. The surge in capital flows to EMEs clearly preceded the GFC, 
when interest rates were relatively high. 

• The 2009-2010 surge clearly a rebound from the GFC. 
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• Three arguments

• 2. Capital flows to EMEs fell back after 2011, even as monetary 
policy in advanced economies became progressively more 
expansionary. 
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• Three arguments

• 3. Movements in capital flows to EMEs are much better 
explained by the evolution of GDP growth and commodity prices.   
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• For more detail, see: 

• Clark, John, Nathan Converse, Brahima Coulibaly, and Steve 
Kamin (2016). "Emerging Market Capital Flows and U.S. 
Monetary Policy," IFDP Notes 2016-10-18. Board of Governors 
of the Federal Reserve System (U.S.). 
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Now let’s hear what our actual 
panelists have to say.
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