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Correlations across Asia-Pacific bond markets and
the impact of capital flow measures’

Pornpinun Chantapacdepong?® and Ilhyock Shim?

Abstract

Using a novel database on capital flow measures in Asia over 2004-2013, we
investigate the impact of bond inflow measures on the cross-market correlations of
weekly bond fund flows and of daily bond returns in 12 Asia-Pacific economies,
after controlling for global, regional and local factors. We find that a bond inflow
measure taken by a country tends to increase the correlation of bond flows into the
country with those into other countries in the region. In particular, a country’s policy
actions to loosen (ie increase) bond inflows significantly increase bond flow
correlations, but policy actions to tighten (ie decrease) bond inflows have no
significant impact. We also find that bond inflow measures increase bond return
correlations in the long run. These results can be explained by the signalling
hypothesis, under which global investors expect that when a country takes a bond
inflow measure other countries to take similar actions, so that they increase or
decrease their investment in the region at the same time.

JEL classification. G15, G28.
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1 Introduction

Asia-Pacific local currency bond markets have developed in recent years against the
backdrop of increased foreign interest and cross-border investments. After sharp
capital outflows during the financial crisis in 2007-2008, the Asia-Pacific region
once again received strong capital flows into local currency bond markets, in which
global asset managers and institutional investors played an important role.
However, in mid-2013, some emerging Asian economies temporarily faced large
capital outflows from their bond markets.

In response to such rapid changes in the direction and amount of bond flows,
many jurisdictions in the region have actively introduced various types of capital
flow measure (CFM). In particular, China, India, Indonesia, Korea, Malaysia, the
Philippines and Thailand introduced bond inflow measures either aiming to tighten
or loosen bond inflows in their own markets. Many researchers have investigated
whether these measures were effective in controlling bond flows (eg Ahmed and
Zlate (2013) and Zhang and Zoli (2014)).

More recently, both policymakers and academic researchers have discussed the
possibility of CFMs taken unilaterally by one economy affecting other economies.
They have also asked whether there is a need and scope for cross-border
coordination of CFMs. In particular, a relatively small number of papers have
focused on such cross-country implications of CFMs (eg Jeanne (2012) and Beirne
and Friedrich (2014)).

Generally speaking, a unilateral bond inflow measure can affect the cross-
country correlation of bond flows under two different hypotheses. The correlation
can decline under the substitution hypothesis: when an economy introduces a
measure to tighten bond inflows, foreign investors can move their funds from the
economy to the bond market of another economy in the region.* Also, when a
mutual fund manager has a regional investment mandate, if the total amount of
funds managed by the fund manager does not change after a unilateral measure is
taken by an economy to reduce bond inflows, the fund manager may switch funds
invested in the economy to other markets in the region.

By contrast, the correlation can increase when foreign investors in mutual funds
simultaneous enter or exit bond markets in the region. This can occur under the
signalling hypothesis: after one country takes a CFM, foreign investors may expect
(ie take it as a signal) that similar measures will be taken by other countries in the
region (Forbes et al (2012)).5 For instance, when a country imposes restrictions in

It is also possible that a unilateral CFM taken by a country has no impact on bond flows to other
countries, ie results in zero correlation. Since the average value of the pairwise correlation of bond
flows among the 12 Asia-Pacific economies ranges between 0.35 and 0.98 as shown in Tables 3 and
4, the policy impact of zero correlation is likely to decrease the correlation of bond flows, and thus
generate a similar outcome under the substitution hypothesis.

Among 30 separate events of bond inflow measures documented in Table 2, four pairs of loosening
measures were taken by two different countries within three weeks from each other for each pair.
Also, two pairs of tightening measures and six pairs of loosening measures were taken by two
different countries within one month to four months from each other for each pair. In total, 25 out
of 30 separate actions were taken adjacent to at least one measure by another country in the same
direction, which confirms that a CFM taken by a country tends to precede a CFM by another
country within a few months.
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response to a shock that is common to other countries, foreign investors may be led
to expect other countries to follow. A common shock can be a surge in global
liquidity or an increase in the risk appetite of global investors reflected in the VIX. By
contrast, a restriction introduced in response to a country-specific external shock,
such as changes in the price of commodities exported by a country, would not be
expected to get transmitted to countries that don't export them.

To the extent that bond inflows to a country influence foreign investors' return
on investing in domestic bonds issued by the country, a CFM affecting bond flow
correlations will also affect bond return correlations.

This paper aims to assess the impact of CFMs on bond flow and return
correlations and see which hypothesis is supported by empirical evidence. In
particular, we try to answer the following two questions. First, what fundamental
factors explain the correlations of bond flows and returns in the Asia-Pacific region
over 2004-2013? Second, after controlling for these factors, what is the impact of
bond inflow measures on the correlations of bond flows and returns across Asia-
Pacific economies? As far as we are aware, this paper is the first to systematically
consider the impact of CFMs on the correlations of bond flows and returns in Asia
and the Pacific.

To perform the empirical analysis, we construct a new comprehensive dataset
on the usage of CFMs on different types of capital flow for 12 Asia-Pacific
economies from 2004 to 2013: bond inflows, equity inflows, banking inflows, direct
investment inflows, other inflows (eg trade flows and remittances) and all types of
outflow. We also differentiate between policy measures tightening (ie reducing)
flows and those loosening (ie increasing) flows. For data on bond flows and returns,
we use weekly EPFR bond fund flows into 12 Asia-Pacific economies and also daily
JPMorgan Government Bond Index returns in US dollar terms. To calculate the time-
varying correlation of bond flows and returns, we employ a Dynamic Conditional
Correlation (DCC) Generalised Autoregressive Conditional Heteroscedasticity
(GARCH) model. This model is one of multivariate GARCH models, and has the
advantage of parsimonious modelling of correlations using univariate GARCH
models. Finally, in order to check the robustness of empirical results, we conduct
two different empirical analyses, panel regression and event study.

The empirical results for bond flow correlations obtained from panel regression
analysis show that a country’s policy action of loosening (ie increasing) bond inflows
increases bond flow correlation of the country with other countries. This result
supports the signalling hypothesis. By contrast, we find no significant impact of
tightening measures. We also find that tighter global liquidity (proxied by the US
Libor-QIS spread) and higher risk aversion of global investors (proxied by the VIX)
increase bond flow correlations across Asia-Pacific economies, and that a positive
surprise in economic data releases in the Asia-Pacific region (proxied by Citi
Economic Surprise Index for Asia-Pacific) also increases bond flow correlations.

We obtain generally less conclusive results for bond return correlations. In
particular, unilateral policy actions of tightening or loosening bond inflows tend to
decrease the correlation of bond returns in hedged US dollar terms (HD)
instantaneously and also in the long run, but increase the correlation of bond
returns in unhedged US dollar terms (UD) in the long run. The difference in the
policy impact on the HD and UD bond return correlations is likely due to exchange
rate effects: UD returns contain both local currency bond returns and exchange rate
returns, while HD returns in principle contain local currency bond returns only.
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Finally, the results from event study gauging the impact of bond inflow measures on
the correlations of bond flows and returns generally confirm the findings from panel
regressions.

The plan of the paper is as follows. Section 2 provides literature review. Section
3 describes the data used in the analysis, focusing on the key characteristics of the
policy action data set. Section 4 describes the econometric methods. Section 5
reports the empirical results involving bond flows, and section 6 provides those
involving bond returns. Section 7 concludes.

2 Literature review

This paper is related to studies investigating the determinants of bond flows and
bond yields/returns and also policy effects on bond flows. Most papers in this
literature try to answer the following two questions: (1) what factors explain bond
flows (ie foreign investment in local currency bonds) into an economy and also
foreign investors’ returns?; (2) how effective are capital flow measures (CFMs) in
dealing with capital inflows in their own jurisdictions?

This paper is closely related to the rapidly expanding literature on the
determinant of capital flows to emerging market economies and the effects of
CFMs. Habermeier et al (2011) consider various country-specific and global factors
affecting capital flows such as (i) interest rates and business cycles in the respective
country and in the United States, (ii) forward premium, (iii) International Country
Risk Guide (ICRG) index, (iv) the VIX and (v) current account balances. Gochoco-
Bautista et al (2012) use the following variables when they consider the effects of
capital controls on the growth of capital flows per capita: (i) the growth of real GDP
per capita, (ii) the real interest rate differential between the respective country and
the United States, (iii) the ratio of stock market capitalisation to GDP, (iv) the ratio of
domestic credit to the private sector to GDP, (v) the ratio of merchandise trade to
GDP, and (vi) a good governance indicator. We employ the VIX and a proxy for
global liquidity (US Libor-OIS spread) as global factors, Citigroup Economic
Surprise Index for Asia-Pacific as a regional factor, and interest rate differential and
expected currency appreciation as local factors affecting bond flows and bond
returns.

Many papers have discussed how an individual country, considered in isolation,
should respond to a surge of capital inflows and how effective those policy actions
were. For example, Edison and Reinhart (2001) use a GARCH model to examine
whether there was an observed change in interest rate volatility during the capital
controls episodes in Brazil in 1999, in Malaysia in 1998 and in Thailand in 1997.
More recent papers provide mixed evidence on how effective capital flow measures
are in addressing capital flows (banking and portfolio) and asset returns (bond,
stock and real estate). For example, Forbes et al (2012) find that an increase in
Brazil's tax on foreign investment in bonds caused investors to significantly decrease
their portfolio allocations to Brazil in both bonds and equities. Forbes et al (2014)
show that certain types of CFMs, especially FX-related prudential measures, can
significantly reduce bank leverage, inflation expectations, bank credit growth and
exposure to portfolio liabilities. They also find that most capital flow measures do
not significantly affect exchange rates, capital flows, interest rate differentials,
inflation, equity indices and different volatilities. Ahmed and Zlate (2013) show that
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capital control measures introduced in recent years by emerging market economies
(EMEs) have discouraged both total and portfolio inflows. By contrast, Zhang and
Zoli (2014) find that capital flow measures were not effective in reducing the ratio of
portfolio flows to GDP for Asian economies.

More recently, a small number of papers started to look specifically into the
cross-border or multilateral impact of capital flow measures. Ostry et al (2012)
summarise theoretical papers on prudential capital control policies that justify the
benefit of capital controls either because they can promote financial stability or
because they can improve macroeconomic adjustment in economics with nominal
rigidities and suboptimal monetary policy. In both classes of papers, there is an
externality caused by capital flows and asset price changes, which can be corrected
by prudential capital flow measures such as Pigouvian taxes. Forbes et al (2012)
show that when Brazil increased its capital controls, investors increased their
portfolio allocations to other countries that are closely linked to growth in China.
They also find that increased capital controls in Brazil caused investors to reduce
their portfolio allocations to countries that were perceived to have a higher risk of
following Brazil's example and implementing new controls. These results suggest
that capital controls affect investors through a signalling effect (ie changes in
investor expectations about government policy), and not just through the
immediate, direct cost.

We focus on the impact of bond inflow measures (both tightening and
loosening actions) on bond flow correlations. We also investigate the policy impact
on the correlation of bond returns across markets. We conduct both conventional
panel regressions and event study analysis following MacKinley (1997) and Kuttner
and Shim (2013). Finally, in terms of measuring time-varying correlations, this paper
uses multivariate GARCH modelling, in particular, DCC GARCH methods. For
example, Cappiello et al (2006) use DCC GARCH modelling to calculate time-varying
correlations of cross-country equity and bond returns.

3 Data

3.1 Data on bond flows and returns

Regarding bond flows to Asia-Pacific economies, we have access to bond flow data
of different frequencies from different sources. On the weekly frequency, we
obtained portfolio flows data compiled by EPFR Global, which provides data on
country-level flows in mutual funds and exchange-traded funds (EFTs) investing in
bonds and equities of advanced economies and EMEs. On the monthly frequency,
Balance of Payment (BOP) data are available only for Japan, Korea, the Philippines
and Thailand. Finally, on the quarterly frequency, BOP data are available from the
IMF and CEIC for all 12 Asian-Pacific economies.’ In the empirical analysis, we use
weekly bond flow data from EPFR Global from the week of 28 September 2005 to
the week of 17 October 2013.

6 It should be noted that no bond flow data in the BOP convention are available for India, while no

breakdown of bond and equity flows is available for Singapore.
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For bond returns, we use daily data from JPMorgan Government Bond Indices’
(GBI) country components. In particular, JPMorgan GBI Broad Index provides daily
total return series for Australia, Hong Kong SAR, Japan, Korea, New Zealand and
Singapore, and JPMorgan GBI-EM Broad Index provides the daily series for China,
India, Indonesia, Malaysia, the Philippines and Thailand. Each index provides three
types of returns: in hedged US dollar (HD) terms, in unhedged US dollar (UD) terms
and in unhedged local currency (UL) terms.” GBI UD series for the Asia-Pacific
economies are available from 5 January 2004, GBI UL series from 2 February 2004,
and GBI HD series from 3 May 2004.

3.2 Factors affecting bond flows and returns

Regarding the potential drivers of bond flows and returns, previous studies suggest
that both global and local factors matter (see Taylor and Sarno (1997), Ghosh et al
(2012) and Fratzscher (2012)). In this paper, we also consider regional factors.

Global factors are push factors explaining the incidence of a surge or
withdrawal of capital flows to EMEs. For example, global liquidity expansion
measured by US Libor-0OIS spread or the total M2 growth in the United States, the
Eurozone, Japan and the United Kingdom, and investors’ perception of global risk
measured, for instance, by the VIX are frequently used as global factors. We
consider the level and change in the VIX as well as the 3-month US Libor-0OIS
spread as global factors affecting the bond fund flows and bond returns.

Also, regional factors can play some role, which can be either pull or push
factors explaining the magnitude of surges and withdrawals. Factors such as
favourable regional fundamentals and deep regional financial markets work as pull
factors, whereas regional liquidity expansion and low interest rates in the region
work as push factors for bond flows into each economy in the region. These
regional factors affect all economies in the region, so they have econometrically
similar effects to global factors. In this paper, we use Citi Economic Surprise Index
for Asia-Pacific, which is defined as a weighted historical standard deviation of data
surprises. A positive reading of the index implies that economic data releases have
on balance been better than the median value of market forecasts.

Finally, local (or domestic) factors work as pull factors on explaining capital
flows to individual EMEs. Macroeconomic indicators (such as GDP growth, inflation,
current account, changes in exchange rates and interest rate differential),
expectation of currency appreciation (such as forward rates and option implied
volatility), structural variables (such as country risk, financial policies, financial
linkage, degree of capital account liberalisation and foreign investor share in the
local currency bond holding) and institutional quality (such as political stability and
the quality of regulation) are potentially important local factors explaining bond
flows to EMEs. In this paper, we consider expected currency appreciation and
interest rate differential. Expected currency appreciation is calculated as the
difference between 3-month forward rate and the spot rate as a percentage of the

The total return for an individual bond is between date 7-1 and ¢ is calculated by (%) -
t-1 t—1

where P, is the local market closing clean price of a bond on day ¢ and A, is accrued interest for a
bond on day « For details on how to calculate the total returns for an individual bond and for a
portfolio of bonds as well as hedge indices, see JPMorgan Chase (2009).
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spot rate against the US dollar. Thus, a positive (negative) number indicates
expected appreciation (depreciation) in local currency. Interest rate differential is
calculated as the difference between 3-month interbank rate of an Asia-Pacific
economy and the 3-month USD Libor.

3.3 Capital flow measures in Asia and the Pacific

We constructed a database on capital flow measures introduced by 12 Asia-Pacific
economies from 2004 to 2013. In particular, we considered measures directly
targeting bond flows as well as policy actions on other types capital flows. We
classified them by direction (tightening inflows, loosening inflows, loosening
outflows, tightening outflows), by target flow (bond inflows, equity inflows, bank
inflows, real estate inflows, direct investment inflows, other inflows (such as
remittances and export flows) and outflows), and by target group (non-residents or
both residents and non-residents).? The data sources for policy actions include IMF
Annual Reports on Exchange Arrangements and Exchange Restrictions (AREAERS),
national sources, recent publications of the BIS and the IMF, and other research
papers including Baba and Shim (2011), Balakrishnan et al (2012), Chantapacdepong
(2013), Habermeier et al (2011), Huh and An (2012), McCauley (2008), Pradhan et al
(2011) and Yiu (2011).

Capital flow measures in Asia and the Pacific Table 1
Type AU |[CN [HK | IN | ID | JP | KR |MY |NZ |PH | SG | TH | Total |Tighten | Loosen
Bond inflow measures - 9 - 12 3 - 4 3 - 1 - 4 36 7 29
Equity inflow measures - 8 - 5 - - 3 - - - - 1 17 - 17
Banking inflow - |18 |1 |33 |7 |- |28|8 |- |9 /|- |12]116 | 59 57
(prudential) measures
Real estate ~la |3 |3l -1 a - -12]-|1 11 6
inflow measures
Direct inflow measures - 6 - 4 - - 1 1 - - - 1 13 3 10
Other inflow measures - 7 - 12 | 2 - 2 |10 | - 3 - 4 40 17 23
Outflow measures - 16 | - 34 |1 - 17 | 22 - 19 - 16 | 125 4 121
Total - |68 | 4 |103 |13 - 56 |48 | - |32 | 2 |38 | 364 101 263

AU = Australia; CN = China; HK = Hong Kong SAR; IN = India; ID = Indonesia; JP = Japan;

PH = the Philippines; SG =

KR = Korea; MY = Malaysia; NZ = New Zealand;
Singapore; TH = Thailand.

Sources: IMF AREAER; national sources; authors’ calculation.

We have documented 364 distinct CFMs taken by nine Asian economies over
2004-2013 (or latest available). Table 1 summarises the CFMs we have collected by
the nature of flows, country and direction (that is, tightening or loosening).

We can also classify CFMs into the following three categories: (1) capital controls (targeting non-
residents only) in the form of tax, administrative, prudential measures, (2) foreign currency-related
prudential measures including reserve requirements on FX liabilities, and (3) fiscal and prudential
measures on specific asset market investors (non-discriminatory).
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Appendix 1 provides tables describing CFMs taken by each economy. Among
various types of capital flow measure, we use bond inflow measures in this paper.
Table 2 provides the breakdown of bond inflow measures by direction and
economy. It also shows the number of separate events defined by the measures,
which will be used in event study analysis.

Bond inflow measures in Asia Table 2
Tightening Loosening Total
China 0 9(8) 9 (8)
India 0 12 (9) 12 (9)
Indonesia 3(2) 0 3(2)
Korea 1 3 4
Malaysia 0 3(2) 3(2)
Philippines 1 0 1
Thailand 2 2 4
Total number of measures 7 29 36
Total number of measure dates 6 26 32
Total number of separate events 6 24 30

The values in parentheses represent the number of separate events, that is, policy actions after excluding multiple actions taken in one day
or adjacent policy actions.

Broadly speaking, there are four types of bond inflow measures: (1) quantitative
limits such as a quota for foreign investment in specific asset classes; (2) qualitative
changes such as allowing a new type of financial product or relaxing conditions
imposed on foreign investment; (3) taxes, fees or additional capital requirements on
assets purchased by foreign investors, and (4) minimum holding periods. The first
and second types of measure are likely to increase or decrease the amount of assets
purchased by foreigners, and thus indirectly lower or raise bond prices. The third
and fourth types of measure, by contrast, directly affects costs involved in
purchasing assets and thus indirectly affect foreign investments in these assets.

4 Empirical approaches

We first use the DCC GARCH model to calculate time-varying pairwise correlations
of bond flows and bond returns.’ The cross-sectional patterns and movements over
time of the correlations are examined to gauge the degree of regional financial
linkages and risk sharing. Then, we run traditional panel regression on the
correlation pairs to gauge the impact of specific types of capital flow measure, after
controlling for important global, regional and local factors. Also, we conduct event
study analysis by setting the event window immediately before and after the

° Appendix 2 provides a detailed description of the DCC GARCH model we use in this paper.
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implementation date of a CFM, and the estimation window defined before and after
the event window.

We can include CFM variables in the regression either as a dummy for each
individual policy action, or as the accumulation of past changes. Using a dummy
(1, 0, -1) for a policy change (tightening, no change and loosening, respectively) in
the regression implies that the policy action will have only a transitory effect on the
dependent variable. By contrast, if we use the accumulation of past policy changes
as the policy variable, the dependent variable will be permanently affected by the
tightening of the policy variable in the absence of a subsequent reversal. We
consider both types of policy variable in our regression specifications.

We first run panel regressions on all 66 correlation pairs of bond flows, and also
on the correlation pairs involving each of 12 economies based on the following
model:

a)rrelationAB,t = aAB +ﬂ1(;1,tfl +ﬂZG2,r71 +ﬁ3RI,t71 +ﬂ1LAl,f71 +ﬁ5LA2,l—l +ﬂ6LBl,t71 +ﬂ7LBZ,t71 +}/APAJ*I +}/BRB’,I71

i
+70 (ZR'JI j +Ep,
il

where G,.; and G,,., are global factors lagged by one period, R;.; are a regional
factor lagged by one period, L4;.; and Ly,,; are local factors of country A in a
correlation pair lagged by one period, Lg;.; and Lg, ., are local factors of country B

in a correlation pair lagged by one period, and P,.;, Pg.; and (Z[:R_H]are bond
i=1

inflow measures taken by country A, country B and the other 10 countries in the

region, respectively, all lagged by one period. We consider a few specifications

based on this baseline model. For bond return correlations, we run the same panel

regressions on all 55 (or 45) correlation pairs of bond returns, and also on the

correlation pairs involving each of 11 (or 10) economies.™

Note that in the correlation regressions, we do not use one dummy for both
tightening and loosening actions by assigning +1 for tightening actions and -1 for
loosening actions, but use two separate dummies, one for tightening actions and
the other for loosening actions. This is because a unilateral tightening action does
not necessarily affect bond flows or returns in the opposite direction of a unilateral
loosening action. Rather it is possible that tightening and loosening actions by an
economy in the correlation pair with no action by the other economy in the pair
have similar effects on the correlation.

In order to see more clearly what is the impact of policy actions on each
economy's bond flows and bond returns, we also run panel regression on bond
flows into a country and bond returns for a country as well as country-by-country
regressions based on the following model:

1 Due to the data availability issue, we cannot include in our analysis GBI returns in local currency and

unhedged US dollars for the Philippines, and GBI returns in hedged US dollars for Malaysia and the
Philippines.
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Bond  flow (or bond return)m, =a, +ﬂ1G1,1—1 +ﬂ2G2,z—l +ﬂ3Rl,1—l +ﬂ4LALH +ﬁ5LA2¢71 + 7480
J
+70 {Z P, j +éy,
=

where G,.; and G, are global factors, R, ., a regional factor, L,;,.; and L, local

factors of country A, and P,.; and [Zjlpjtlj bond inflow measures taken by
Jj=1

country A and the other 11 countries in the region, respectively. Note that now in
the bond flow or return regressions focusing on one country, we can use one
dummy for both tightening and loosening actions by assigning +1 for tightening
actions and -1 for loosening actions. This is because we expect a country’s own
tightening action and loosening action will affect bond inflows and bond returns in
opposite directions. We again consider a few different specifications based on this
baseline model.

For event study, we first identify discrete events (policy actions) and partition
time series into two mutually exclusive subsamples: the estimation windows where a
forecasting model is fit and the event window around the time a bond inflow
measure was taken. A policy measure’s effects are calculated by subtracting forecast
values from actual values during the event window and summing up the differences
over the period of event window.

In particular, setting the week a measure was taken as the event week ¢ we
consider the following two cases for event study:

Case 1: event window [-3, ¢+2], estimation windows [t,, t-30] and [t+30, t{]; and
Case 2: event window [¢-3, #+2], estimation windows [t, t-4] and [t+4, t7],
where f, is the beginning of the sample period and t; the end of the sample period.

We use the following model to estimate the normal relationship between the
correlation of bond flows (or bond returns) and global/regional/local factors over
the estimation window:

Corr elationAB,r =a,+[G,,+ ﬂZGZ,r—l + :B3R1,z—1 +B Lyt Bl + Bl + ﬁ7LBZ,z—1 +Eyp,-

We also investigate the impact of bond inflow measures on bond flows into each
country and on bond returns for each country in the context of event study, using
the following model for estimation over the estimation windows:

Bond  flow (or bond remrn)/;,t =0, +ﬂ]G],t—] +/B2G2,t-1 +ﬁ3Rl,t—l +ﬂ4LA],t—l +ﬂ5LA2,t—] +&,,-

5 Empirical results on bond flows

In this section, we first provide stylised facts on bond flow correlations in the cross-
sectional dimension. The next subsection reports the results of traditional panel
regressions on bond flow correlations. The last subsection presents the results of
event study on bond flow correlations conducted for tightening and loosening
bond flow measures separately.
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5.1 Bond flow correlations: cross-sectional dimension

Before we investigate the time variation of conditional correlations, we look into the
cross-sectional pattern of correlations across different pairs of economies in the
region. In particular, we calculate the time-varying conditional correlation of bond
flows in US dollars for each pair of countries by using a DCC GARCH model, and
then calculate the average correlation over the whole sample period for each pair.
Table 3 provides the average correlation for each pair of economies. Overall, the
correlation of cross-market bond flows (mutual fund flows recorded by EPFR Global)
is relatively high, ranging from 0.35 to 0.96, with the median 0.715. The highest
correlation of 0.96 is between Indonesia and Malaysia, while the lowest correlation
of 0.35 is between Hong Kong SAR and New Zealand.

Average correlations of bond flows in level, September 2005 — October 2013 Table 3
AU NZ JP HK SG CN IN KR D MY | PH TH

AU 1

NZ 0.61 1

JP 0.73 0.68 1

HK 0.35 0.37 0.46 1

SG 0.48 0.51 0.60 0.83 1

CN 0.35 0.39 0.44 0.71 0.81 1

IN 0.47 0.47 0.53 0.76 0.82 0.80 1

KR 0.67 0.64 0.78 0.72 0.85 0.73 0.81 1

ID 0.53 0.53 0.63 0.66 0.75 0.79 0.87| 0.84 1

My 0.55 0.54 0.64 0.69 0.79 0.78 0.84| 0.86 1

PH 0.44 0.43 0.56 0.59 0.70 0.75 0.79| 0.73 0.89 1

TH 0.45 0.47 0.56 0.75 0.85 0.82 0.86| 081 0.89 0.84 1

The weekly conditional time-varying correlation of bond flows for a pair of economies is calculated by a DCC GARCH model, and then the
average value over the sample period is reported in this table.

Sources: EPFR; authors’ calculation.

Fund flows to Australian, Japanese and New Zealand bonds exhibit the lowest
correlations with fund flows investing in bonds of other Asia-Pacific markets. This is
likely to be associated with completely liberalised capital accounts of Australia,
Japan and New Zealand. Fund flows investing in Hong Kong and Singaporean
bonds are relatively weakly correlated with flows in other emerging Asian bonds.
This may be related to the fact that Hong Kong SAR has open capital account and
an exchange rate peg and that Singapore also has open capital account and an
exchange rate target.

Fund flows investing in China and India are relatively weakly correlated with
fund flows investing in emerging Asian bonds. This may be explained by the fact
that China and India have relatively high levels of capital controls.

Finally, fund flows investing in Korean, Indonesian, Malaysian, Philippine and
Thai bonds are relatively highly correlated with fund flows investing in emerging
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Asian bonds. Correlations among Indonesia, Malaysia, the Philippines and Thailand
are especially high, ranging from 0.84 to 0.98.

We find similar patterns for the correlations of bond flows measured as a
percentage of the value of bonds held by relevant funds, as we show in Table 4. The
difference is slightly higher levels of correlations among Australia, Japan, Korea and
New Zealand in Table 4 than those in Table 3.

Average correlations of bond flows in per cent, September 2005 — October 2013 Table 4
AU NZ JP HK SG CN IN KR ID MY PH TH

AU 1

NZ 0.82 1

JP 0.85 - 1

HK 0.36 0.35 0.40 1

SG 0.56 0.55 0.60 0.81 1

CN 0.45 042 0.45 0.74 0.85 1

IN 0.48 0.44 048 0.76 0.84 0.85 1

KR 0.72 0.71 0.76 0.68 0.84 0.72 0.79 1

ID 0.57 0.54 0.58 0.66 0.75 0.80 0.88| 0.82

My 0.62 0.58 0.62 0.70 0.79 0.80 0.86| 0.87

PH 0.51 0.48 0.51 0.65 0.74 0.82 0.88| 0.76

TH 0.50 0.45 0.50 0.79 0.87 0.84 0.89| 0.84 1

The weekly conditional time-varying correlation of bond flow percent shares for a pair of economies is calculated by a DCC GARCH model,
and then the average value over the sample period is reported in this table.

Sources: EPFR; authors’ calculation.

5.2 Panel regressions on bond flows

Before we conduct empirical analysis, we consider the time series patterns of
conditional correlations for the region as a whole and for each economy. When we
calculate bond flow correlations using EPFR data, we can measure bond flows in two
different ways: (1) the US dollar amount of bond fund flows to each economy, and
(2) the percent share of bond fund flows to an economy out of the total value of
bonds issued by the economy and held by relevant funds. Considering that the EPFR
database frequently adds new funds in the universe of mutual funds from which
their bond flow amount is reported, we use the percent share of flows for empirical
analyses. Graph 1 shows that the two series of the regional average correlation
based on the two types of bond flow have generally similar dynamics.

The conditional correlation tends to increase sharply during major market
turbulences (Graph 1). In particular, the correlation reached a peak just after the
Lehman bankruptcy in September 2008, and again reached a high level during the
Eurozone debt crisis. We also observe a sharp rise in the correlation from early May
2013 when the market was surprised by the indication of the US Federal Reserve on
possible actions to withdraw or reduce the size of quantitative easing policy.
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Conditional correlation of bond flows in Asia and the Pacific
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For each pair among 12 Asia-Pacific economies (Australia, China, Hong Kong SAR, India, Indonesia, Japan, Korea, Malaysia, New Zealand,
the Philippines, Singapore and Thailand), the conditional time-varying correlation of weekly bond flows into mutual funds is calculated by a
DCC GARCH model, and then the average value over all 66 pairs of correlations is calculated for each week.

Sources: EPFR; authors’ calculations.

Using the time series of bond flow correlations calculated by DCC GARCH
model, we first run a panel regression of bond flow correlations for all pairs
involving 12 Asia-Pacific economies on global, regional and local factors as well as
seven tightening bond flow measures and 29 loosening measures taken by nine
Asian economies over the past decade. The regression results provided in the third
and fourth columns of Table 5 show that for global factors, tighter global liquidity
(proxied by higher US Libor-0IS spread) and a higher level of risk aversion (proxied
by the level of the VIX) significantly increase bond flow correlations in the region.™

We also find the regional and local factors statistically significant. In particular,
we find that positive economic surprises in the region increase bond flow
correlations. We also find that two local factors, expected currency appreciation and
interest rate differential, have significantly positive impacts on the bond flow
correlation. By symmetry in the calculation of correlations (ie double appearances of
any country pairs in the panel regression), a local factor (or policy variable) for
country A and the same factor for country B have the same coefficient.

Regarding the impact of bond inflow measures on bond flow correlation, we
find in model specifications (1) and (2) that both the instantaneous and cumulative
impact of policy actions of loosening bond inflows by any of the two economies in
the correlation pairs significantly increase bond flow correlations. By contrast,
tightening actions are not significant.* This result implies that when an economy
introduces a policy action to increase bond inflows into its own market, other

' Greater increases in risk aversion (proxied by the percentage change in the VIX) significantly

decrease the correlations, but the size of its negative coefficient is less than 10 per cent of the size
of the positive coefficient on the level of the VIX.

2 We view that the insignificance of tightening actions is partly due to the small number of tightening

actions (six cases of policy changes) taken by four economies during the sample period.
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economies in the region also experience increasing bond inflows, which supports
the signalling hypothesis. Also, we find that when one country not included in the
correlation pairs tightens (or loosens) bond inflows, the bond flow correlations of
other countries decrease (or increase). It should be noted that the adjusted R? of the
estimation provided in the third and fourth columns of Table 5 is low at the level of
around 0.05.

We can also conduct the panel regressions on correlation involving each
economy, that is, only consider 11 correlation pairs involving the same country in
every pair and the other 11 countries in the region. Appendix tables 1 and 2 in
Appendix 3 show the results under three different model specifications of panel
regression conducted for bond flow correlation of each economy with the others in
the region. These tables overall show that the coefficients on global and regional
factors generally have the same sign and statistical significance across different
economies. One exemption is the US Libor-0OIS spread, which has negative effects
on the correlations involving China, Indonesia, India, the Philippines and Thailand,
but has positive effects on the correlations involving Hong Kong SAR, Japan and
New Zealand.

Considering the strong heterogeneity of economies in the sample (for example,
advanced markets such as Australia, Japan and New Zealand versus emerging
markets such as Indonesia, the Philippines and Thailand), the coefficients for local
variables and policy variables can vary widely across countries. Still, it is interesting
to find that the coefficient on the variables for other economies’ loosening
measures (both instantaneous and cumulative) have the same positive sign for all
economies and the majority of them are statistically significant and of a comparable
size between 2 and 4.

In addition to the panel regressions on bond flow correlations, we also conduct
panel regression analysis on bond flows to a country, so that we can see the impact
of a country’s measure on its own bond flows and also the impact of other
countries’ bond flow measures. The panel regression results for all countries are
summarised in Table 6. Tighter global liquidity and a greater increase in VIX
significantly reduce the percent share of bond flows to each country®, while the
regional factor (Citi Economic Surprise Index for Asia-Pacific) and two local factors
(expected currency appreciation and interest rate differential) have significantly
positive effects on bond flows.

Regarding the impact of bond inflow measures on bond flows to a country, we
find in model specifications (1) to (5) of Table 6 that a country’s policy action of
tightening (or loosening) bond flows has an immediate impact of reducing (or
increasing) bond inflows to the country (specification (1)), and that this is driven by
the stronger impact of loosening actions (specification (4)). The stronger impact of
loosening measures is consistent with what we find from the panel regression on
the correlations of bond flows.

B Higher levels of risk aversion (proxied by the level of the VIX) significantly increase the correlations,

but the size of its positive coefficient is less than a half of the size of the negative coefficient on the
percentage change in the VIX.
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However, the longer-run impact tends to be the opposite: the coefficient on the
second to fourth lags of own bond measures as well as the coefficient on the
cumulative policy action variable are positive (specifications (2) and (3)). In addition,
other countries’ bond inflow tightening (loosening) measures have an immediate
impact of decreasing (increasing) bond flows to the country, and this is mainly
driven by stronger impact of loosening measures. However, this effect is again
short-lived: the coefficient on the second to fourth lags of other countries’ bond
measures are positive as well as the coefficient on the cumulative policy action
variable (specification (2)). It should be noted that now the adjusted R® of the
estimation in Table 6 is now greater than 0.2.

The results from specification (4) shows that both a tightening and loosening
measures taken by a country immediately increase bond flows into the country and
also into the other countries at the same time, which supports the signalling
hypothesis of increasing correlations due to CFMs. By contrast, the signalling
hypothesis is not supported that strongly over the long run. In particular, the results
from specification (5) suggest that a country’s action of tightening bond inflows
over the long run increases bond flows into the country and the other countries at
the same time, but that a country’'s action of loosening bond inflows increases bond
flows to the country but that action decreases bond flows to other countries.

We also run regressions for each country to see the cross-country differences
underlying the results in Table 6. The results from country-by-country regressions
on bond flows under the five different specifications are presented in Appendix
tables 3-7 in Appendix 3. Overall, they show that the coefficients on global,
regional and local factors generally have the same sign and statistical significance
across different economies under all five specifications. Regarding policy variables,
we find that the coefficients on other countries’ measures are consistently of the
same sign and statistically significant across the regional economies under all five
specifications, but less so are the coefficients on own bond inflow measures.

5.3 Event study on bond flows

In order to conduct event study, we first need to identify discrete bond flow
measures. After excluding multiple actions taken in a day or controlling for adjacent
policy actions, we have 6 tightening measures and 20 loosening measures as
separate events. Tables 7 and 8 provide event study results for each event with
tightening and loosening measures considered separately.**

The results from event study on the impact of 6 tightening measures on the
correlation of bond flows are reported in the upper half of Table 7. For each
tightening measure, we calculate the impact of a country’'s measure on the
correlation between bond flows into the country and bond flows into another
country. We find that tightening measures taken by Indonesia in July 2010 and May
2011 and those taken by Thailand in December 2006 and October 2010 increased
the bond flow correlations with many economies in the region. By contrast,

¥ Tables 7 and 8 provide heat maps of the empirical results from Case 1 of event study described in

Section 4. The numerical results from event study analysis for Cases 1 and 2 are very similar. They
are available from the authors upon request.
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tightening measures taken by Korea in January 2011 and by the Philippines in July
2012 reduced bond flow correlations with many countries.

The lower half of Table 7 provides event study results on the impact of 6
tightening measures on the percent share of bond flows. We find that the
tightening measures taken by Indonesia in July 2010, by the Philippines in July 2012
and by Thailand in October 2010 increased its own bond inflow (reported in the
starred cells) and also all the other countries’ bond inflows significantly. By contrast,
the tightening measure taken by Korea in January 2011 significantly reduced its own
bond flows (reported in the starred cell) as well as bond flows into many other
economies in the region. These mixed results on the effects of tightening actions
reported in Table 7 are in line with what we find in the panel regressions on bond
flow correlations and bond flows in Tables 5 and 6 and Appendix tables 1-7 in
Appendix 3.

The results from event study on the impact of 18 loosening measure events'
on the correlation of bond flows are provided in the upper half of Table 8. For each
loosening measure, we calculate the impact of a country’s measure on the
correlation between bond flows into the country and bond flows into another
country. We find that seven loosening measures taken by China more often
increased the correlations involving China than decreased them, and that nine
loosening measures taken by India increased almost all the correlations involving
these countries. By contrast, two loosening measures taken by Korea and Thailand
reduced almost all the correlations involving these countries. Overall, these results
are again consistent with what we show in the third and fourth columns of Table 5
and Appendix tables 1 and 2 from the panel regressions on bond flow correlations.

Finally, the lower half of Table 8 provides event study results on the impact of
20 loosening measure events on the percent share of bond flows. We find that the
loosening measures taken by China in August 2010 and December 2012, by India in
March 2010, July 2012 and January 2013, by Korea in May 2009 and by Thailand in
January 2005 increased its own bond inflows (reported in the starred cells) and also
all the other countries’ bond inflows significantly. This finding supports the increases
in correlation due to CFMs shown in the upper half of Table 8. In addition, the
loosening measures taken by China in December 2011, by India in November 2011
and by Thailand in May 2006 decreased its own bond inflows (reported in the
starred cells) and also many other countries’ bond inflows significantly, again
supporting the increase in correlations shown in the upper half of Table 8. Overall,
the results in the lower half of Table 8 are consistent with what we show in Table 6
and Appendix tables 3-7 that a country’s loosening measures and other countries’
loosening measures tend to increase bond inflows into the country.

All the correlation data used in the paper start in 28 September 2005 since the flow in percent share
of Australia, Japan and New Zealand only start from this date. Therefore, two loosening measures
taken in September 2004 by Malaysia and in January 2005 by Thailand are not considered as events
in the upper half of Table 8.
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6 Empirical results on bond returns

This section provides stylised facts on cross-country differences in bond return
correlations and the empirical results for bond returns from panel regressions and
event study analyses.

Among the three types of bond returns provided by JPMorgan GBIs, we focus
on bond returns in unhedged US dollar (UD) terms as well as in hedged US dollar
(HD) terms. This is because we are interested in the total return of foreign investors
purchasing local currency bonds issued in Asia and the Pacific via mutual funds and
ETFs. These investors typically bring US dollars to the funds. Then, fund managers
convert them into local currency and invest in local currency bonds. Sometime later
they sell the bonds and convert local currency proceeds back into US dollars and
pay them back to the foreign investors. Anecdotal evidence suggests that foreign
investors in emerging Asian local currency bonds generally do not hedge their FX
risk, but some of them hedge by using FX forwards or FX (or currency) swaps, albeit
imperfectly (eg use short-term FX forwards to hedge their FX exposure on long-
term bond).

6.1 Bond return correlations: cross-sectional dimension

As we did for bond flows, we use the DCC GARCH model to calculate time-varying
correlations of bond returns in both hedged and unhedged US dollars for each pair
of countries, and then calculate the average correlation over the whole sample
period for each pair. Table 9 shows the cross-sectional patterns of the correlation of
bond returns in HD terms for all pairs of economies in Asia and the Pacific, and
Table 10 presents those in UD terms. Overall, the bond return correlations are lower
than the corresponding correlations of bond flows. For example, the HD bond
return correlations have the minimum value of —0.11, maximum value of 0.60 and
the median of 0.14.

We find a very clear pattern or clustering of HD bond return correlations in
Table 9. In particular, the correlations of HD returns among advanced markets
(Australia, Hong Kong SAR, Japan, New Zealand and Singapore) are high, all above
0.3. Correlations of Korean bond HD returns with those of the five advanced
markets are also relatively high, with the range of (0.24, 0.31). Next, correlations of
Thai bond HD returns with those of the five advanced markets and Korea are also
relatively high, with the range of (0.17, 0.28). Finally, any correlations involving
China, India and Indonesia are low with the range of (-0.11, 0.15).

UD bond return correlations exhibit quite different cross-sectional patterns
from HD bond return correlations. Table 10 shows that UD bond return correlations
are generally greater than HD bond return correlations, and that the correlations of
UD returns among a group of economies (Australia, Korea, Malaysia, New Zealand,
Singapore and Thailand), which is different from the group of economies with
relatively high levels of correlations of HD bond returns, are higher than the others.
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Average correlations of bond returns in hedged US dollars,
May 2004 — October 2013 Table 9
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The daily conditional time-varying correlation of bond returns in hedged US dollars for a pair of economies is calculated by a DCC GARCH
model, and then the average value over the sample period is reported in this table.

Sources: JP Morgan Chase; authors’ calculation.

Average correlations of bond returns in unhedged US dollars,
January 2004 — October 2013 Table 10
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0.30 1

CN 0.10 0.10 1

The daily conditional time-varying correlation of bond returns in unhedged US dollars for a pair of economies is calculated by a DCC
GARCH model, and then the average value over the sample period is reported in this table.

Sources: JP Morgan Chase; authors’ calculation.

6.2 Panel regression analyses on bond returns
Before we run panel regressions, we calculate the time-varying correlations of daily

bond returns of Asia-Pacific economies in three different types of currency terms
(hedged US dollar (HD), unhedged US dollar (UD) and unhedged local currency
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(UL)) using the same DCC GARCH model. Graph 2 provides the time series of
average bond return correlations smoothed by using one-month moving averages.
It shows that correlations calculated by using HD and UL bond returns have similar
movements during the sample period, and that correlations calculated with UD
bond returns are higher and more volatile than those with HD bond returns. This is
likely to reflect the stronger impact of unexpected exchange rate movements on UD
bond returns than on HD bond returns.

Conditional correlation of bond returns in Asia and the Pacific
Graph 2
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For each pair among 11 Asia-Pacific economies (Australia, China, Hong Kong SAR, India, Indonesia, Japan, Korea, Malaysia, New Zealand,
Singapore and Thailand), the conditional time-varying correlation of daily bond returns from JPMorgan GBI in local currency and unhedged
US dollar terms is calculated by a DCC GARCH model, and then the average value over all 55 pairs of correlations is calculated for each day.
For each pair among 10 Asia-Pacific economies (Australia, China, Hong Kong SAR, India, Indonesia, Japan, Korea, New Zealand, Singapore
and Thailand), the conditional time-varying correlation of daily bond returns from JPMorgan GBI in hedged US dollar terms is calculated by
a DCC GARCH model, and then the average value over all 45 pairs of correlations is calculated for each day.

Sources: JP Morgan Chase; authors’ calculations.

Following the same approach as we adopted for the bond flow correlations, we
first run panel regressions of all pairs of HD (or UD) bond return correlations for 10
(or 11) Asia-Pacific economies on the same global, regional and local factors as well
as the seven tightening bond flow measures and 29 loosening measures taken by
nine Asian economies over the past decade. Before we assess the effectiveness of
bond inflow measures, it should be noted that bond inflow measures affect bond
returns indirectly by changing the foreign demand for local currency bonds which in
turn affects bond prices and exchange rates and thus US dollar-denominated
returns. Therefore, it is possible that an increase in bond flow correlation between
two economies translates into an increase in bond return correlation between them,
but there are also other factors, such as bond supply, affecting bond returns and
thus their correlations. We first look at the results from regressions on the
correlation and level of HD bond returns, and then those of UD bond returns.

6.2.1  Bond returns in hedged US dollar terms

The results from the panel regressions on HD return correlations in the fifth and
sixth columns of Table 5 are rather mixed and much weaker than those from bond
flow correlations. The adjusted R* is 0.01 and 0.03, smaller than that 0.05 from panel
regressions on the bond flow correlation. In particular, among the two global
factors, a greater change in risk aversion (proxied by the percentage change in the
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VIX) significantly increase the bond return correlation in the region, while the tighter
global liquidity (proxied by higher US Libor-OIS spread) decreases the correlation.'®
Among the two local factors, expected currency appreciation has a negative impact
on HD bond return correlation, but interest rate differential has a positive impact on
the correlation. It should be noted that to the extent that the exchange rate risk is
hedged, the correlation is not affected by expected currency appreciation.
Regarding the impact of bond inflow measures on HD bond return correlation, we
find that both the instantaneous and cumulative impacts of unilateral policy actions
of tightening or loosening bond inflows by any of the two economies in the
correlation pairs tend to decrease the correlation.

We also conduct the panel regressions on HD bond return correlations
involving each economy, that is, only consider nine correlation pairs involving the
same country in every pair and the other nine countries in the region. Appendix
tables 8 and 9 in Appendix 3 show the results under two different model
specifications of panel regression conducted for the HD bond return correlation of
each economy with the others in the region. These tables overall show that the
coefficients on the percentage change in the VIX (in Appendix tables 8 and 9), and
the instantaneous effect of unilateral tightening actions (in Appendix table 8) have
the same sign and statistical significance across different economies, while the
coefficients on other variables have mixed signs.

As we did for bond flow correlations, we also conduct panel regression analysis
on HD bond returns for each country, so that we can see the impact of a country’s
policy action on its own bond returns and also the impact of other countries’ bond
flow measures. The panel regression results for all countries are summarised in
Table 11. Tighter global liquidity (proxied by a higher level of US Libor-0QIS spread)
and greater risk aversion of global investors (proxied by the VIX) significantly
increase the HD bond return for each country', while the regional factor (Citi
Economic Surprise Index for Asia-Pacific) and two local factors (expected currency
appreciation and interest rate differential) also have significantly positive effects on
the bond return.

Regarding the impact of bond inflow measures on the HD bond return for a
country, we find that a country’s policy action of tightening or loosening bond flows
has no immediate impact (one-day lag) on the HD bond return for the country
(specifications (1), (2) and (4)), while other countries’ loosening actions tend to
decrease the return for the country the next day (specification (4)). We also find that
the coefficient on the three-day lag of own bond inflow measures is negative, which
indicates that own bond inflow measures have the intended effect of reducing bond
inflows and thus bond returns with a few days’ lag. However, the longer-run impact

A higher level of risk aversion (proxied by the level of the VIX) significantly decreases the

correlations, and the size of its negative coefficient is about three times that of the positive
coefficient on the percentage change in the VIX.

Y In Section 5.2, we show that tighter global liquidity and a greater increase in VIX significantly

reduce the bond flows to each country. Other things being equal, a reduction in bond inflows is
likely to decrease the bond price, and thus bond return. Therefore, the positive coefficients on the
global factors in Table 11 are not consistent with the results in Section 5.2.
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of own bond inflow measures captured by the cumulative policy variables have
positive sign, which indicates that the desired effect is short-lived."®

We also run regressions for each country to see the cross-country differences
underlying the results in Table 11. The results from country-by-country regressions
on HD bond returns under the five different specifications are presented in
Appendix tables 10-14. Overall, they show that the coefficients on global factors
generally have the same sign and statistical significance across different economies
under all five specifications. Regarding policy variables, we find that the coefficient
on the three-day lag of own bond inflow measures is negative and strongly
significant for India and the Philippines, but positive and weakly significant for
Thailand (Appendix table 11). We also find that other countries’ loosening actions
tend to decrease the next-day return for most countries significantly except for the
Philippines (Appendix table 13).

6.2.2  Bond returns in unhedged US dollar terms

The results from panel regressions on UD return correlations in the seventh and
eighth columns of Table 5 are stronger than those from HD bond return
correlations. The adjusted R* is 0.03 and 0.07. In particular, among the two global
factors, a greater change in risk aversion (proxied by the percentage change in the
VIX) significantly increases the bond flow correlation in the region, while the tighter
global liquidity (proxied by higher US Libor-OIS spread) decreases the correlation."
The two local factors are not significant in specification (1), where we consider the
instantaneous impact of policy actions on the correlation. Regarding the impact of
bond inflow measures on UD bond return correlation, we find that own bond inflow
measures have no instantaneous impact, and that own bond flow measures (both
tightening and loosening actions) have a significantly positive impact in the long
run (cumulative policy variables).

We can also conduct the panel regressions on the UD bond return correlation
involving each economy, that is, only consider 10 correlation pairs involving the
same country in every pair and the other 10 countries in the region. Appendix tables
15 and 16 in Appendix 3 show that the coefficients on all variables have mixed signs
across the countries. This explains the overall insignificance of coefficients on policy
variables in the seventh and eighth columns of Table 5.

We also conduct panel regression analysis on UD bond returns for each
country, so that we can see the impact of a country’s policy action on its own bond
returns and also the impact of other countries’ bond flow measures. The panel
regression results for all countries are summarised in Table 12. Tighter global
liquidity (proxied by a higher level of Libor—0IS spread) and greater risk aversion of
global investors (proxied by the percentage change in the VIX) significantly

8 It should be noted that the adjusted R’ of the estimation in Table 11 is very small at 0.002 and

0.003.

A higher level of risk aversion (proxied by the level of the VIX) significantly decreases the

correlation, and the size of its negative coefficient is much larger than that of the positive
coefficient on the percentage change in the VIX.
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decrease the HD bond return for each country®, while the regional factor (Citi
Economic Surprise Index for Asia-Pacific) has significantly positive effects on the
bond return. Two local factors (expected currency appreciation and interest rate
differential) are positive and significant only in specification (1), in which we
consider the instantaneous impact of own and other country's bond inflow
measures.

Regarding the impact of bond inflow measures on the UD bond return for a
country, we find that a country’'s policy action of tightening bond inflows has a
significant immediate impact (one-day lag) on the UD bond return for the country
(specification (4)), but its policy action of loosening bond inflows does not. Thus,
overall a country’s own bond inflow measure is not effective (specification (1)). We
also find that the coefficient on the three- and four-day lags of own bond inflow
measures is negative (specification (2)), which indicates that own bond inflow
measures have the intended effect of reducing bond inflows and thus bond returns
with some lags.

We find similar results for other countries’ actions. In particular, other countries’
policy action of tightening bond inflows has a significant immediate impact (one-
day lag) on the UD bond return for the country (specification (4)), but their policy
action of loosening bond inflows does not. Overall, other countries’ bond inflow
measures do not have a significant impact on the country’'s UD bond returns
(specification (1)). We also find that the coefficient on the two- and three-day lags
of other countries’ bond inflow measures is negative (specification (2)), which
indicates that when other countries introduce tightening bond inflow measures, the
country’s bond inflows decreases, and so do its bond returns with some lags. It
should be noted that the adjusted R of the estimation in Table 12 is around 0.03.

We also run regressions for each country to see the cross-country differences
underlying the results in Table 12. The results from country-by-country regressions
on UD bond returns under the five different specifications are presented in
Appendix tables 17-21. We find that the coefficients on the percentage change in
the VIX generally have the same negative sign and statistical significance across
different economies under all five specifications. Regarding policy variables, we find
that the coefficients on the lagged policy variables in specification (2) (Appendix
table 18) are mostly negative and statistically significant.

6.3 Event study on bond returns

In order to conduct event study on bond returns, we first need to identify discrete
events of bond flow measures. As explained earlier, we only consider 10 economies
for HD bond returns, and 11 economies for UD bond returns. After excluding
multiple actions taken in a day or controlling for adjacent policy actions, we have 5
tightening measures and 19 loosening measures as separate events.”

2 A higher level of risk aversion (proxied by the level of the VIX) significantly increase the UD bond

return, but the size of its positive coefficient is much smaller than that of the negative coefficient on
the percentage change in the VIX.

2 Tables 13-16 provide heat maps of the empirical results from Case 1 of event study described in

Section 4. The numerical results from event study analysis for Cases 1 and 2 are very similar. They
are available from the authors upon request.
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6.3.1 Bond returns in hedged US dollar terms

The results from event study on the impact of 5 tightening measures on the
correlation of HD bond returns are reported in the upper half of Table 13. For each
tightening measure, we calculate the impact of a country’'s measure on the
correlation between HD bond returns for the country in the region and those for
another country. We find that tightening measures taken by Indonesia in July 2010
and those taken by Thailand in October 2010 reduced the HD bond return
correlations with most other economies in the region. The other three tightening
measures taken by Indonesia in May 2011, by Korea in January 2011 and by
Thailand in December 2006 increased the correlation with some countries but
reduced with other countries. Overall, the five tightening actions reduce the
correlation more often than increase. This is consistent with the significantly
negative coefficient on country A (or B)'s tightening measures from the panel
regression results reported in the fifth column of Table 5 (specification (1)).

The lower half of Table 13 provides event study results on the impact of 5
tightening measures on the HD bond return. We find that no tightening measure
was effective in reducing a country’s own bond return (reported in the starred cells).
This is consistent with the insignificant coefficient on own tightening measures from
the panel regression reported in Table 11 (specification (4)). In addition, we find that
the tightening measure taken by Indonesia in May 2011 increased many other
countries’ bond returns significantly, but that the other tightening measures did not
have a significant impact. Overall the five tightening actions did not have significant
effects on HD bond returns. This is consistent with the insignificant coefficient on
others' tightening measures reported in Table 11 (specification (4)).

The results from event study on the impact of 19 loosening measures on the
correlation of HD bond returns are provided in the upper half of Table 14. For each
loosening measure, we calculate the impact of a country’s measure on the
correlation between bond returns for the country and bond returns for another
country. We find that seven loosening measures taken by China more often reduced
the correlations involving China than increased them, and that nine loosening
measures taken by India and Malaysia more often increase the correlation than
decreased. Two loosening measures taken by Korea and Thailand in 2005 and 2006
reduced the correlations more often than increased. In aggregate, loosening actions
reduced correlations more often than increased, but the overall results are
quite mixed. This is consistent with the negative but insignificant coefficient on
country A (or B)'s loosening measures reported in the fifth column of Table 5
(specification (1)).

Finally, the lower half of Table 14 provides event study results on the impact of
19 loosening measures on the HD bond return. We find that only two out of 19
loosening measures have significant effects (reported in the starred cells). This is
consistent with the insignificant coefficient on own loosening measures from the
panel regression reported in Table 11 (specification (4)). In addition, we find that the
loosening measure taken by India in February 2009 reduced the HD bond return for
the other countries and that the loosening measure taken by India in July 2012
increased the bond return for the other countries. However, the other loosening
measures do not have significant impacts on other countries’ bond returns. Overall
the loosening actions did not have significant effects on HD bond returns. This is
not consistent with the significant negative coefficient on others’ loosening
measures reported in Table 11 (specification (4)).
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6.3.2  Bond returns in unhedged US dollar terms

We conduct the same event study for UD bond returns to see if the event study
results are consistent with what we got from panel regressions. The upper half of
Table 15 reports the results from event study on the impact of 5 tightening
measures on the correlation of UD bond returns. We find that tightening measures
taken by Indonesia in July 2010 and in May 2011 and the measure taken by Korea in
January 2011 increased the UD bond return correlations with all or most other
economies in the region. The other two tightening measures taken by Thailand in
December 2006 and in October 2010 reduced the correlation with most other
countries. Overall the five tightening actions increased the correlation slightly more
often than decreased. This is consistent with the insignificant positive coefficient on
country A (or B)'s tightening measures from the panel regression reported in the
seventh column of Table 5 (specification (1)).

We provide in the lower half of Table 15 the event study results on the impact
of 5 tightening measures on UD bond returns. We find that no tightening measure
was effective in reducing a country’s own bond return (reported in the starred cells).
This is not consistent with the significant positive coefficient on own tightening
measures from the panel regression reported in Table 12 (specification @)% In
addition, we find that the five tightening measure have no significant effects on
almost all the other countries’ bond returns. This is again not consistent with the
significant positive coefficient on others’ tightening measures reported in Table 12
(specification (4)).

The upper half of Table 16 shows the event study results on the impact of 19
loosening measures on the correlation of UD bond returns. We find that seven
loosening measures taken by China, nine loosening measures taken by India and
three loosening measures taken by Korea and Thailand more often increased the
correlations than decreased. In aggregate, the overall results are quite mixed. This is
consistent with the positive but insignificant coefficient on country A (or B)'s
loosening measures reported in the seventh column of Table 5 (specification (1)).

Finally, the event study results on the impact of 19 loosening measures on the
UD bond return are presented in the lower half of Table 16. We find that only one
out of 19 loosening measures have significant effects (reported in the starred cells).
This is consistent with the insignificant coefficient on own loosening measures from
the panel regression reported in Table 12 (specification (4)). In addition, we find that
the loosening measures taken by India in February 2007 and in February 2009
reduced the UD bond return for some of the other countries, and that the other
loosening measures do not have significant impacts on other countries’ bond
returns at all. Overall, the loosening actions did not have significant effects on UD
bond returns. This is consistent with the insignificant coefficient on others’
loosening measures reported in Table 12 (specification (4)).

2 However, it should be noted that the event window in the event study spans from t-3 to t+2, so

that the coefficient on the one-day lag of the tightening measures is not necessarily the same as
the cumulative impact of the measures over the event window.
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7 Conclusions

This paper tries to explain the impact of unilateral bond inflow measures by an
economy on the correlation of bond flows and returns between the economy and
other economies in the Asia-Pacific region. Understanding this correlation is a
precondition for discussing the need for cross-border policy coordination in CFMs.

Bond inflow measures can have both positive and negative effects on bond
flow correlations. When an economy’s bond inflow tightening measure discourages
foreign investors from investing in bonds in the region as a whole, the pairwise
correlation will increase. By contrast, when an economy’s bond inflow measure
induces foreign investors to switch from the economy to others, the pairwise
correlation will decrease.

Using panel regressions and event study on the correlation of bond flows as
well as on bond flows to each economy, we find that after controlling for global,
regional and local factors, bond inflow measures by a country tends to increase
bond flow correlations between the country and other countries. This finding
supports the signalling hypothesis positing that foreign investors tend to react to a
unilateral bond inflow tightening (or loosening) measure taken by a country by
decreasing (or increasing) bond inflows into the country as well as the other
countries.

When we conduct the same panel regression and event study analyses on the
correlation of bond returns, we obtain mixed results. In particular, we find that bond
inflow measures have a significant positive effect on the correlation of bond returns
in unhedged US dollar terms only in the long run. By contrast, we find that bond
inflow measures tend to decrease the correlation of bond returns in unhedged US
dollar terms both instantaneously and in the long run. We view that these
contrasting findings are mainly driven by movements in exchange rates included in
bond returns in unhedged US dollar terms, but not fully reflected in hedged US
dollar terms.

Our results reinforce the second phase of global liquidity proposed by Shin
(2013) highlighting that since 2009 monetary expansion in advanced economies has
been transmitted to EMEs mainly through the bond markets. This was not at all the
case in the 1990s. During the first phase of global liquidity over 2003-2008, global
banks made a large amount of international loans to many EMEs at the same time.
However, they withdrew funds from EMEs abruptly and simultaneously after the
Lehman bankruptcy.

There are a few questions we can address in the future by extending the
analysis in this paper. First, given the extensive database on various types of capital
flow measures, we can gauge cross-policy impact on capital flow correlations. For
example, an interesting question to answer in the future is what the impact of
equity inflow measures is on bond inflow correlations. Second, considering that
foreign investors of mutual funds have increased their interest in emerging market
local currency bonds after the bankruptcy of Lehman Brothers in search for yield
amidst low returns from equity and bond markets in the advanced economies, we
can divide the sample into pre-Lehman bankruptcy and post-Lehman bankruptcy
periods and see if the impact of bond inflow measures show different patterns over
the two periods.
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Appendix 1: Database on capital flow measures in Asia from

2004 to 2013

China
From Jan 2004 to November 2013

No| Effective date | Details of the Measure Web-link of Add|t{onal
measures web-link
1 | 01-May-04 Authorised domestic institutions were allowed to retain the equivalent of AN
30% or 50% of the previous year's current account foreign exchange income | #mit—%
(previously, 20%) outside China. R T
H MK
FHBUR
2 | 26-Jun-04 In order to strengthen full-scale foreign debt management, to effectively BN TR E FANLCE
control the total external debt and to regulate foreign-funded banks' 1AM B R KT8k
external debt management, the State Council introduced "Guideline of VANES it (BEN A
foreign-funded banks' foreign debt management”. Under the guideline, the BARAT A3t
SAFE issued detailed rules on implementing the guideline. In particular, BN
each (existing) foreign-funded bank should calculate the arithmetic mean of GRS
the balance of short-term external debt for the five months before 2004 A
(rounded to the nearest million dollars), and use it as quotas (indicators) of
short-term external debt for the bank in 2004. Foreign-funded banks should
gradually adjust their actual balance of short-term external debt to within
the short-term external debt quotas (indicators) approved by 31 December
2004. For the foreign-funded banks newly established after 1 May 2004, the
SAFE approves their short-term external debt quotas considering borrowers'
annual credit limits, liquidity needs and demand for short-term foreign
loans, but the short-term external debt quotas for the year may not exceed
five times its paid-in capital in foreign currency or working capital.
3| 1-July04 (45 | In order to strengthen foreign debt management to the fullest extent and E AN
days after 17 | effectively control the total external debt, the SAFE allowed capital remitted | Z/R5T 2
May 2004) as inward foreign direct investment to be converted into renminbi only on BRI
the basis of a written payment order (% 4= () FHi& B4 5) by the foreign- Al B A5
invested enterprise. SELHG 3
oMl
T AER
R
4 | 1-Jul-04 (45 | Foreign-funded domestic banks were not permitted to convert proceeds LEEYNE S
days after 17 | from debt contracted abroad into renminbi and were not allowed to N E [ R
May 2004) purchase foreign exchange to service these debts. This measure effectively M
discouraged foreign banks in China from borrowing in foreign currency e mEA
abroad and bringing them into China. YT
HRATALIE B
EHER
4 895 U
WA BEARAT
HMiiE LI p
)
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http://www.sdpc.gov.cn/zcfb/zcfbl/zcfbl2004/t20050614_7502.htm
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No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link

5| 15-Jan-05 The reserve requirement ratios on accounts denominated in domestic and

foreign currency were unified at 3%. Previously, a reserve requirement ratio

of 6% applied to renminbi deposits of Chinese-funded banks and foreign-

funded banks (that is, the reserve requirement ratio on renminbi deposits

were lowered from 6% to 3%). Previously, a reserve requirement ratio of 2%

applied to foreign exchange deposits of Chinese-funded banks (that is, the

reserve requirement ratio on foreign currency deposits of Chinese-funded

banks increased from 2% to 3%). Previously, a reserve requirement ratio of

5% applied to foreign currency deposits of foreign-funded banks with

maturities of less than three months and a reserve requirement ratio of 3%

applied to foreign currency deposits of foreign-funded banks with

maturities of three months or more (that is, the reserve requirement ratio

on foreign currency deposits of foreign-funded banks with maturities less

than three months decreased from 5% to 3%). Overall the average reserve

requirement ratio on foreign currency deposits of all banks increased after

this date.

6 | 01-Mar-05 The SAFE expanded the range of domestic institutions that are authorised R k45
to retain, outside China, foreign exchange equivalent to 100% of their ARV 2
foreign exchange earnings from current transactions in the previous yearto | F#& A
include export-import and production-oriented (manufacturing) enterprises | FLFIZH I
with real demand for current account transactions. F AN K )

FRAT // List
of previous

measures in
page 3

7 | 01-Apr-05 In order to further implement the "go-global" strategy and to promote E RKAMNLE
economic and trade exchanges with neighbouring countries, the SAFE iR 6Tl
announced a notice for foreign exchange management issues related to B X 55 4h
border areas' overseas investment. In particular, registered enterprises, BBANLE
companies or other economic organisations (including individual industrial A R
and commercial households) in border areas can set up all kinds of e 3E
businesses or purchase shares in the neighbouring countries, and engage in
the production/operating activities. The local branches of the State
Administration of Foreign Exchange (SAFE) can grant expanded permissions
to foreign exchange centres in border areas under the jurisdiction of
branches. Investors in the border areas can use their own foreign exchange,
domestic foreign exchange loans or purchase foreign exchange for overseas
investment projects within the scope of authority of the local branches of
the SAFE.

8 | 19-May-05 In order to promote offshore investment of Chinese companies and to E XKML
deepen the reform of foreign exchange management of offshore HRX T
investment, the SAFE expanded the pilot programme on offshore foreign REGHML %
exchange investment reform that had been introduced in 2002 and applied HMIAE B
to 22 provinces, autonomous regions and self-governing cities to all areas A R R
in China. The total offshore investment quota increased from USD 3.3 billion I 3
to USD 5 billion. For each region's local SAFE branch, the quota for source
screening of foreign currency funds for offshore investment increased from
USD 3 million to USD 10 million.

9 | 02-Aug-05 Domestic institutions authorised to conduct current account transactions TR AE k4,
could retain foreign exchange equivalent to 50% (previously, 30%), or 80% AR 2
(previously, 50%) of their foreign exchange earnings from current AN
transactions in the previous year; domestic institutions or enterprises that HUR 22 351
had no current foreign exchange income in the previous year could retain HANIIR
up to the equivalent of USD 200,000 (previously, USD 100,000). PR
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No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link
10| 01-Dec-05 In order to regulate debt management of special types of foreign AN
investment enterprises, the SAFE introduced the following rules: (1) the size | BRI T 5
of foreign debt of foreign investment holding companies should be AU
managed under the following rules: (i) for those with registered capital not EEEN G
lower than USD 30 million, the sum of their short-term foreign debt and the s
accumulated amount of long-term debt should not exceed four times the
amount of paid-in registered capital; (ii) for those with registered capital not
lower than USD 100 million, the sum of their short-term foreign debt and
the accumulated amount of long-term debt should not exceed six times the
amount of paid-in registered capital; (2) The total amount of risky assets of
foreign investment leasing companies (total risky assets = Total assets -
cash - bank deposits - government bonds - commissioned leased assets)
should not exceed 10 times its total net assets.
11| 31-Jan-06 Foreign investors with strategic investment in China-listed companies (A- A N RS
share companies) were required to (1) acquire the A-shares of at least 10% R 7 2534
of the total issued shares of the listed company, except special provisions o EHIES
for special industry or the approval by related competent authorities, (2) B
hold the A-shares for a minimum period of three years, and (3) the foreign = EXBLSS
investor (or its parent company) has to hold overseas assets of not less than BRI T
USD 100 million in total; or manage overseas assets of not less than USD P AT B B
500 million in total. BRI
ICEHRA
12| 13-Apr-06 In April 2006, the Chinese authorities put in place the Qualified Domestic o E AR operational
Institutional Investors (QDII) programme. Under this programme, 17~ %[2006] | guidelines
households and firms were allowed to invest in (foreign) stocks and fixed- B55—IH% | issued on
income products through licensed banks, insurance companies, securities i R 17 April
companies and fund management companies to the extent permitted by PR 2006 as "
pre-set quotas. In particular, (1) domestic banks' overseas foreign exchange R8T
fund management services for customers were expanded: qualified banks R EARAT
were allowed to combine renminbi funds of domestic institutions and Hage =g tE S
individuals, and purchase foreign exchange within limits to invest in fixed- bigx B4
income products abroad; (2) insurance companies’ securities investment T BRI OG
business abroad was expanded: qualified insurance companies were THRA (F
allowed to purchase foreign currency to invest in fixed-income products ALARATTF I3
and currency market instruments abroad, with the foreign exchange RFBEH
purchase amount subject to a certain proportion of the insurance Mﬂk%%@
institution’s total assets. BT IR
RSN
13| 13-Apr-06 In April 2006, the Chinese authorities put in place the Qualified Domestic O RAR
Institutional Investors (QDII) programme. Under this programme, 1721 [2006]
households and firms were allowed to invest in (foreign) stocks and fixed- B E I
income products through licensed banks, insurance companies, securities T INLE
companies and fund management companies to the extent permitted by SR
pre-set quotas. In particular, on approval, qualified fund management firms
and other securities management companies may, within a certain limit,
combine foreign exchange funds owned by domestic institutions and
individuals and use the funds overseas for portfolio investments, including
for stocks.
14| 01-Jul-06 The limit on the amount of foreign exchange used in Chinese enterprises’ AN
direct investments abroad was abolished, allowing domestic investors to eSS
purchase foreign currency to participate in direct investment abroad. HEHL A BLAL
FBANLE
PR )
pal
15| 01-Jul-06 Foreign-invested holding companies (a holding company established by a Supplemen
foreign investor to invest in China-listed companies) were allowed to hold tary
at least USD 30 million, instead of USD 100 million or USD 500 million Regulation
specified in Order (2005) No 28 issued on 31 December 2005. for Foreign-
invested
Holding
Companies
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No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link
16| 01-Sep-06 In order to regulate foreign investment in China's real estate, Ministry of e NS Related to
(based on Construction, Ministry of Commerce, NDRC, PBC, etc introduced the ] 2 15 the
the SAFE following rules: (1) foreign institutions and individuals investing in China . T following
announceme | and purchase non-owner-occupied real estate should follow the principle of | &+ EZK measure:
nt no 47) commercial presence (ie business reasons), and in accordance with the JEM 2 FINLEH
relevant provisions of foreign investment in real estate, apply for the ESNEE Ja) BB ULHR R
establishment of foreign-invested enterprises. After getting approval of the }\E%Eﬁ‘ TR 55 4
relevant departments and completing the registration, they can conduct B2 LR AT FEH gAML
related businesses in accordance with pre-approved business scope; (2) B L PR A 5 )
When foreign investors establish real estate enterprises, if the total )E"k %?9\]\ R (13 R
investment amount is equal to or greater than USD 10 million, registered ”:ﬁf%%%
capital should not be less than 50% of the total investment. If the amount of ﬂ}””@’%#}
total investment is less than USD 10 million, registered capital should be Fzm%ﬁ{'ﬁ
based upon the current provisions; (3) If foreign-invested real estate {Eiﬁ]ﬁﬁ
enterprises do not fully pay registered capital, if they do not acquire "Land IR
Use Permit", or if development projects' capital does not reach 35% of the
total investment in the project, they should not apply for domestic and
foreign loans, and foreign exchange management departments should not
approve the settlement of their foreign currency borrowing; and (4)
Branches and representative offices of foreign institutions established in
China (except approved to engage in real estate business) and foreign
individuals working or studying in China more than one year can purchase
owner-occupied housing in line with the actual needs, but should not
purchase non-owner-occupied housing. If foreign institutions do not have
branches or representative offices established in China or if foreign
individuals work or study less than a year in China, they cannot buy houses (
& &4 % ). Hong Kong, Macao, Taiwan and overseas Chinese residents with
living needs can purchase in China a certain size of owner-occupied
housing.
17| 08-Sep-06 To tighten controls over foreign investment and to promote domestic e NS
industries, the Chinese authorities (mainly, Ministry of Commerce) replaced | FIE %5
the tentative provisions of 2003 specifically regulating M&A transactions fENEEE AV
with new regulations ("2006 M&A rules"). In particular, the Ministry of A 3
Commerce was given broad discretion to block foreign acquisition of BRI 0y
domestic companies involved in a key industry (Article 12 stipulates that o EEB
when a foreign investor acquires a domestic enterprise and gain effective 55 BJRi
control over a key industry involved, if there are factors that affect or may F LHATE
affect national economic security, or if it can have effective control over %E"g}ﬁ‘
well-known trademarks or old Chinese domestic enterprises, the parties j;“k#%ﬁ
should report to the Commerce Department. Even though the parties have i F IE%“‘
not reported, if its takeover may cause significant impact on national ;‘*‘;klﬂ%—f%
economic security, the Ministry of Commerce in conjunction with relevant LR
departments can request the parties to terminate the transaction or transfer
the relevant equity, assets or other effective measures to eliminate the
merger on the ground of national economy security). It also added extra
regulations on the administrative system such as approval and registration
details, and foreign exchange registration and set the criteria for the
determination of qualified foreign-invested enterprises (FIEs) as "when
foreign investors set up a foreign-invested enterprise after the takeover, the
foreign investors' capital is higher than 25% of the total registered capital”.
Also, when foreign investors acquire shares after acquisition, foreign
invested enterprises are subject to the following ceiling of total investment:
when registered capital is lower than USD 2.1 million, the total investment
amount cannot exceed 10/7 of registered capital; when registered capital is
greater than USD 2.1 million and less than USD 5 million, the total
investment amount cannot exceed 2 times of registered capital; when
registered capital is greater than USD 5 million and less than USD 12
million, the total investment amount cannot exceed 2.5 times of registered
capital; and when registered capital is greater than USD 12 million, the total
investment amount cannot exceed 3 times of registered capital.
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No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link
18| 01-Sep-06 On 24 August 2006, the CSRC, PBC and SAFE jointly issued "Measures on o [HE 25
Administration of Domestic Securities Investment of Qualified Foreign BEMZR
Institutional Investors", which replaced the "Temporary Regulation on 2. PEA
Domestic Securities Investment by Qualified Foreign Institutional Investors" RARAT.
issued on 5 November 2002. The 2006 QFII Measures on Administration FAN T
regulated the operation of QFIIs in various aspects such as qualification, R4
approval, procedure, custodians, registration and accounting, investment,
capital management and supervision. In particular, the SAFE lowered the
threshold for QFII qualification and for the fund lock-up period, and
improved foreign exchange and account management. On the same day (24
August 2006), the CSRC issued the "Notice on the Implementation of
Measures on Administration of Domestic Securities investment of QFIIs",
which further clarified detailed provisions on the QFII programme.
19| 01-Nov-06 In order to enhance the management of trade-related foreign exchange AN
authenticity, the SAFE included the following firms in the "watch" enterprise | B/aio< Tk
list for FX settlement: (1) the difference between the actual amount of — Bt
trade-related foreign exchange collection for one year and the anticipated CLi(aieln
amount of trade-related foreign exchange collection for the same period SR
equals or exceeds 10%; (2) violate FX management rules and received EEES L
sanctions from the SAFE; and (3) other firms the SAFE deems necessary to R
include in the list based on credit record, operation period, etc. These
enterprises should submit underlying documents to banks, which should
verify the documents.
20| 11-Dec-06 China provided full national treatment for foreign banks. Under its TWO e AR R EARAT
agreements, foreign banks, after being incorporate locally, were permitted A E [ 45 B E
to engage in the same range of financial services as Chinese banks, 4 R RT
including taking retail renminbi deposits, and they were regulated and B 478 =5 (GEEINES
supervised in the same way as domestic banks. (As a consequence, foreign SN 515
banks became subject to the restrictions on borrowing dollars abroad to HATE
fund dollar assets in China. Previously, foreign bank branches were subject 1St 4
to fewer restrictions than domestic banks in terms of borrowing dollar Wy A
abroad) EEEN L]
A
21| 1-Apr-07 In order to keep the scale of short-term external debts under strict control AN
and to promote an equilibrium in the balance of payments, the SAFE HRRT
announced that it would gradually reduce the 2007 short-term external 20076 E 2
debt quotas of (existing) Chinese-funded banks to 30% and those of RN A 3]
nonbank financial institutions and foreign-funded banks to 60% of their S E BT
2006 equivalents until 31 March 2008 (thus the actual implementation 7% I L) e
occurred on 30 June 2007, 30 September 2007, 31 December 2007 and 31 i
March 2008). The SAFE required newly established Chinese- and foreign-
funded banks or Chinese banks that have newly launched a foreign
exchange business to be subject to short-term external debt quotas not
more than two times their foreign exchange operating fund or their capital.
22| 30-Jun-07 The SAFE required Chinese-funded banks to reduce their outstanding short- | 4N
term external debts to 45% or less and required nonbank financial BRRT
institutions and foreign-funded banks to reduce their outstanding short- 2007 E £
term external debts to 85% or less of their 2006 quotas by 30 June 2007. AL J 39
HME AT
K i JBL ¥ 38
Hl
23| 12-Mar-07 Chinese trust companies satisfying certain qualifications were allowed to R E AT
conduct (be entrusted or commissioned) overseas wealth management IR
business for Chinese residents by investing in financial products. RSN
SN B R
KTHIK
(CEE VA
ZAEHAN
Il 95 B
FATINED
R %
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24| 11-Jun-07 The Ministry of Commerce and SAFE strengthened the rules related to EE RN e ARt
foreigners' direct investment in real estate business, with special focus on KON E IR %
strict control of foreign investment in high-end real estate. JR KT E— NS
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25| 31-Jul-07 Chinese domestic insurance companies as QDIIs were allowed to make PRI B 4 45 The SAFE
overseas investment in the following forms of investment or investment AN Annual
products: (A) commercial paper, negotiable certificates of deposit, AT I Report
repurchase and reverse repurchase agreements, money market funds and 2007 says
other money market products; (B) bank deposits, structured deposits, that this
bonds, convertible bonds, bond funds, securitised products, trust products measure,
and other fixed income products; (C) stocks, equity funds, equity, equity- together
type products; (D) other forms of investment or investment products with similar
specified by "People's Republic of China Insurance Act" and the State measures
Council rules. Chinese insurance companies should meet the following for banks in
requirements: (A) their total foreign investment should not exceed 15% of May 2007
the year-end total assets; (B) their actual amount of total investment should and
not exceed the investment quota approved by the State Administration of investment
Foreign Exchange; (C) the single-party investment ratio should comply with funds in
the China Insurance Regulatory Commission rules. June 2007,
is to
expand and
improve
QDI
gradually.
26| 13-Aug-07 Domestic institutions were allowed to retain foreign exchange receipts from | FEZANLE
current account transactions (invisible transactions, current transfers and R OG5
export proceeds) in their foreign exchange current accounts according to WAL E AT
their operational needs. The previous limits on the retention of foreign UNHEG
exchange receipts were eliminated. H AN
HYE 5
27| 20-Aug-07 The SAFE approved launching a pilot programme of direct investment in EZRAINLE
overseas securities markets in the Tianjin Binhai New Area (K:ZiEIEH X) HRTIF
by domestic individuals. The scale of foreign exchange purchases to invest JEBTNA N
in overseas securities markets was not subject to the total annual quota for ISESiaer
individual foreign exchange purchases. IMIEZR 111 )
KA E
28| 30-Sep-07 The SAFE required Chinese-funded banks to reduce their outstanding short- | B Z4MNCE
term external debts to 40% or less and required nonbank financial HRIRT
institutions and foreign-funded banks to reduce their outstanding short- 20075 E £
term external debts to 75% or less of their 2006 quotas by 30 September R AIL A4 T )
2007. S EA
K 1] )
yal
29| 9-Dec-07 The overall QFII quota was raised from USD 10 billion to USD 30 billion, so PRS2
that non-residents could purchase more stocks locally. KQFIFIQDI
%5
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No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link
30| 9-Dec-07 Currently, all qualified commercial banks, insurance companies, fund M Fazy-
companies, and securities companies can conduct QDII business, gradually KQFIFIQDI
diversifying the members of the QDII system. In particular, with the release &t
of QDII products by fund companies in September 2007, the QDII business
has entered a phase of rapid development. The SAFE will expand overseas
securities investment by domestic residents, increase foreign securities
investment by QDIIs, encourage qualified domestic financial institutions to
raise their competitiveness, provide more diversified products that satisfy
the needs of domestic investors, and enhance the level of risk management,
thus gaining new dominance from participation in global competition under
the conditions of economic globalisation.
31| 31-Dec-07 The SAFE required Chinese-funded banks to reduce their outstanding short- | B Z4MNLE
term external debts to 35% or less and required nonbank financial BRRT
institutions and foreign-funded banks to reduce their outstanding short- 20076 E £
term external debts to 65% or less of their 2006 quotas by 31 December AL R I
2007. HME B
5K ] L) 3
Pl
32| 31-Mar-08 The SAFE required Chinese-funded banks to reduce their outstanding short- | 4N
term external debts to 30% or less and required nonbank financial HRXT
institutions and foreign-funded banks to reduce their outstanding short- 2007FE £
term external debts to 60% or less of their 2006 quotas by 31 March 2008. ROATL A 4 34
SMEVEEA
LT
Hl
33| 29-Aug-08 In order to improve the foreign exchange administration of foreign-funded | B Z4MNLE
enterprises, to facilitate the verification, payment and settlement of foreign | H/m%i & 7]
exchange capital and to standardise the relevant business operations of the | KT 58#%4h
designated foreign exchange banks and accounting firms, the SAFE required | Fif# ik
that when a foreign-funded enterprise applies to a bank for settlement of SN A G
foreign exchange, it should go through the capital verification procedures at IATEIE
an accounting firm. The RMB obtained from the settlement of capital of a AT RS
foreign-funded enterprise should be used within the business scope 5‘&%{}5 EEiiy
granted by the government approval department. The amount of capital T
remitted as inward foreign direct investment that may be converted to
renminbi only with a written payment order by the company making the
foreign investment was reduced from USD 200,000 (set by L% [2004]425)
to USD 50,000.
34| 1-Apr-09 In order to respond to the macroeconomic policy adjustment, to give full E AN
scope to the intermediary credit function of financial institutions, and to HRXT
promote the growth of the entire economy and trade financing, the SAFE 2009 E &
examined and ratified short-term external debt quotas for 2009 (from 1 ROAL A A 3
April 2009 to 31 March 2010) of national-level Chinese-funded banks SR bR
totalling USD 9.855 billion, of foreign-funded banks with centralised SE LI I
management totalling USD 14.573 billion, and of Chinese- and foreign- il
funded banks without centralised management totalling USD 8.448 billion.
The Chinese- and foreign-funded financial institutions entitled to the 2009
incremental quota should use the quota increment totally to support import
and export financing of domestic enterprises.
35| 1-Aug-09 In order to facilitate and support the use and operation of foreign exchange | HZ4/MNLE
funds by domestic enterprises, to improve the efficiency of fund use, to MR T8
broaden the follow-up of financing channels of overseas enterprises, to EaE v
regulate the management and statistics of external claims and to promote BGIANLE
the "go-global" move of domestic enterprises, the SAFE allowed domestic B R I
enterprises (excluding financial institutions) to directly lend to their wholly- fF)Je
owned subsidiaries or share-holding enterprises legally established abroad
within the approved quota. The balance of the overseas lending of the
lenders should not exceed 30% of the owners' equity of the lenders, and
should not exceed the total amount of the agreed investment of the
Chinese side for which the borrowers have gone through the relevant
registration formalities.
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No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link
36| 1-Aug-09 In order to carry out the "go-global" strategy of development, to promote E X ANEE
the healthy development of overseas direct investment of domestic HRXTR
institutions, to implement the balanced management of cross-border i (ML
capital flows, and to safeguard the basic equilibrium in the balance of (R VNSRS
payments of China, the SAFE issued "the Regulations on Foreign Exchange BN
Administration of the Overseas Direct Investment of Domestic Institutions". HME) 1
In particular, the protocol for review of the source of foreign exchange TR
funds for outward direct investment changed from ex ante examination to
ex post registration, and the review and approval requirement for outward
remittances of funds for outward direct investments was cancelled (note
that these are changes in reporting or approval process, so we don't count
them in). The cumulative amount of money remitted outward by the
designated foreign exchange banks for handling remittances for overseas
direct investment funds for domestic institutions should not exceed the
total amount of foreign exchange funds for overseas direct investment
registered in advance by these domestic institutions. Profits generated from
the overseas direct investment of domestic institutions may also be retained
overseas for the purpose of overseas direct investment. During the
preparatory stage before the formal startup of the foreign project, with
SAFE approval, domestic institutions may remit 15% of the total amount of
overseas direct as the preceding expenses.
37| 29-Sep-09 Domestic fund management companies and securities companies E XKML
("Securities Trading Institutions") qualifying for foreign exchange business B 6Tk
when operating overseas securities investment business (so called "QDIIs") LA T
should apply to the SAFE for an investment quota. The net (not the gross) AIESR 2 ]
amount of funds remitted abroad by domestic fund management BEAMIESR 33
companies and securities companies should never exceed the approved BN
investment quotas. Domestic fund management companies and securities GESULLE
companies were allowed to collect from domestic investors (1) foreign T
exchange funds for overseas securities investments, and (2) RMB funds to
purchase foreign exchange for overseas securities investments.
38| 29-Sep-09 The upper limit on individual QFII investments ("single QFII investment E RAMLE
quota") was raised from USD 800 million to USD 1 billion. HIHAE
39| 29-Sep-09 The principal lock-up period for medium- and long-term investments by E RAMLE
pension funds, insurance funds, and open-end funds was decreased from 6- | &A%
12 months to three months. The principal lock-up period for other
institutions was been decreased from three years to one year. In particular,
for QFIIs such as pension funds, insurance funds, mutual funds, charity
funds, endowment funds, government and monetary authorities and open-
ended Chinese funds initiated and established by QFIIs, the lock-up period
of the principal is 3 months; for other QFIIs, the period is 1 year (the lock-up
period refers to the period in which the QFIIs are forbidden from remitting
the principal abroad). In the event that a QFII needs to remit the principal,
with purchased foreign exchange upon the termination of the lock-up
period of the investment principal, other than open-ended Chinese funds, it
should obtain approval of the SAFE which correspondingly decrease the
QFII's investment quota.
40| 17.Apr.10 On 17 April 2010, the authorities (the State Council) announced that banks % Be % T
could temporarily halt release of mortgage loans for third homes in regions | " Ri&Hi#5
with overheated prices and restricted purchases by non-residents (loan P i
prohibition). Bk b
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No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link
41| 01.Apr.10 In order to guard against risks caused by abnormal inflows of cross-border AN
funds, the SAFE cut short-term debt quota by 1.5% from the 2009 level to HRXT R
USD 32.4 billion for 2010 (1 April 2010 to 31 March 2011). In particular, the #2010 &
SAFE ratified short-term external debt quotas for 2010 (from 1 April 2010 to | fEEASMi R
31 March 2011) of some Chinese-funded banks totalling USD 9.938 billion FIEELINEPS
(increase from USD9.855 billion in 2009), of foreign-funded banks with PEINERGiPAY
centralised management totalling USD 14.54935 billion (decrease from USD
14.573 billion in 2009), and of Chinese- and foreign-funded banks that have
not implemented centralised administration of quotas and Chinese-funded
enterprises and other relevant institutions totalling USD 7.904 billion
(decrease from USD 8.448 billion in 2009). Here, the SAFE adjusted
downward the quotas for the Chinese- and foreign-funded financial
institutions that have track records of large quotas but poor efficiency in
utilisation, and at the same time appropriate preferential policies were
provided to join-equity banks and local commercial banks with rapid
growth in their trade financing business during recent years. For domestic
institutions with quotas that have been adjusted downward, they should
within three months bring down the short-term external debt balance
subject to the actual quota control within the scope of the newly-ratified
quota. In the 2010 distribution of quotas, the SAFE should give priority to
banks with larger amounts of trade settlement in a bid to ensure that the
quotas are used preferentially to support the trade financing of the import
and export businesses of domestic enterprises.
42| 30-Jul-10 In order to further adjust the mode of administration for external FE AN
guarantees provided by domestic institutions and to support domestic R T4
institutions' participation in international economic and financial P ATLAE X 41
cooperation, the SAFE allowed a domestic bank qualified to operate the THLRAE L]
guarantee business to apply to the SAFE for a balance quota for providing il PAY
financing external guarantees (guarantees provided for borrowing, bond
issuances and financing leases). Within the quota approved, the bank were
allowed to provide financial external guarantees at its sole discretion and
needed not apply to the foreign exchange authority on a case-by-case
basis. The SAFE required no quota limit on non-financing external
guarantees (quality guarantees, liability guarantees for completion of a
project, tender guarantees, advance payment guarantees, deferred payment
guarantees, and performance guarantees under a goods purchase and sales
contract) provided by a domestic bank qualified to operate the guarantee
business. Generally, the quota for a single bank should not exceed 50% of
its paid-in capital or working capital in both RMB and foreign currency, or
should not exceed its net asset value of foreign exchange. If the guarantor is
an enterprise (non-financial corporate), as a general requirement the
proportion of its net assets to its total assets should not be lower than 15%,
and the approved balance assigned by the foreign exchange authority to
the enterprise or the balance of its external guarantees approved on a case-
by-case basis should not exceed 50% of its net assets.
43| 17-Aug-10 Eligible institutions outside of mainland China (foreign central banks, o E AR
monetary authorities, Hong Kong SAR and Macao SAR RMB clearing banks | 17X T5i4h
and foreign banks engaged in RMB trade clearing) were allowed to investin | ARTTEH
the China interbank bond market in RMB. These investments are subject to ITEE =21
limits, but there is no minimum holding period. M AR
MRHERT
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No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link

44| 1-Oct-10 In order to increase the efficiency of funds utilisation by domestic E X ANEE
enterprises and to further promote trade facilitation, the SAFE implemented | BJaik T-7E
a pilot policy for overseas deposits of export proceeds in Beijing, BB X T
Guangdong, Shandong, and Jiangsu for one year starting from 1 October JEH TR
2010. The total amount of the overseas deposits of the export proceeds of a 17 TBRANEL
pilot enterprise each year should not exceed a certain proportion of the S R JE
total amount of export proceeds in the previous calendar year. Gl

45| 9-Nov-10 In order to prevent financial risks caused by cross-border flows of capital, E RAMLE
the SAFE introduced seven measures strengthening the administration of R T m
foreign exchange operations. In particular, (1) in order to strengthen SRAMIE 55
administration of the banks' comprehensive positions in the settlement and | & EA X[
sales of foreign exchange, the SAFE implemented a minimum level of PR 38
managing banks' balance of positions calculated on a cash basis based on
the current management of the comprehensive position limits for foreign
exchange settlement and sales. The lower limit of the position should be the
position of the day on a cash basis issued by each bank on 8 November
2010 (a floor on banks' long FX spot position); (2) in order to tighten
administration of online inspection of foreign exchange collections and
settlement for exports, the SAFE required banks to settle or transfer the
funds in the accounts to be verified only up to the balance of foreign
exchange receivables, and reduced uniformly the proportion of foreign
exchange collection from the processing of imported materials from 30% to
20%; (3) in order to strengthen administration of the quotas on short-term
external debts and the balance of external guarantees of financial
institutions, when banks conduct agency payments abroad, the amount
under the agency payment abroad should be incorporated into the quota
control of the short-term external debt; (4) the SAFE strengthened
administration of capital contributions by overseas investors of foreign-
funded enterprises; (5) the SAFE strengthened examination of the
authenticity of the settlement of funds that is, repatriated capital raised
from overseas listings; (6) the SAFE strengthened administration of overseas
incorporations of companies with special purposes by domestic institutions
and individuals; and (7) the SAFE imposed penalties on banks operating in
violation of the regulations by complying strictly with the law, and required
banks to strengthen verification and examination of the authenticity of
transactions by their customers and the consistency of foreign exchange
receipts and payments (clamping down on exporters' over-invoicing).

46| 4-Nov-10 In order to strengthen the control of foreign investment in real estate in KT i—=2
China, the Ministry of Construction implemented the following: (1) Foreign G MIL
individuals can only purchase one housing unit in China for self-occupation. | A A
The branches and representative offices in China of foreign institutions can G L
only buy one non-residential building in the city of registration; (2) when 7l
the real estate authority in each region approves foreign individuals' pre-
sale contracts and property rights registration filing, they should also
examine (i) the proof issued by the relevant authorities that foreign
individuals (excluding Hong Kong, Macao and Taiwan residents and
overseas Chinese) work in China more than one year; the proof that Hong
Kong, Macao, Taiwan and overseas Chinese residents work, study or reside
in China, (i) a written document stating that foreign individuals have no
other housing under their name in China.

47| 1-Jan-11 In order to increase the efficiency of the use of funds by domestic E X ANEE
enterprises and to further promote the facilitation of trade and investment, )R OG5
the SAFE implemented the Interim Measures for the Management of the B 5
Deposit Abroad of the Proceeds from Trade in Goods and its operating YA
regulations on a nationwide scale. An account registration system was TR S E
implemented for deposits of export proceeds of domestic enterprises EESEki
abroad. Domestic enterprises that (1) meet the conditions of the origin of SR
the export proceeds; (2) have actual foreign payment requirements; and (3)
were not in violation of SAFE regulations in the past two years may submit
an application to the local SAFE office.
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No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link
48| 1-Apr-11 In order to prevent financial risks caused by cross-border flows of capital, AN
the SAFE introduced the following measures strengthening the B ) 6 Ttk
administration of foreign exchange operations. In particular, (1) in orderto | —lu#4k
further strengthen administration of the banks' comprehensive positions of Clk 55
banks in the settlement and sales of foreign exchange, the SAFE made GENEE
further adjustments to the lower limits of banks with outstanding negative LAY
positions on a cash basis as of 8 November 2010. Specifically, the lower
limit of banks with outstanding positions lower than USD -2 billion as of 8
November 2010 should be adjusted to 40% of the outstanding positions; in
cases where the outstanding positions ranged from USD -2 billion to zero
as of 8 November 2010, the lower limit should be adjusted to 50% of the
outstanding position. In cases where the current positions of banks were
lower than the adjusted lower limits, the relevant positions should be
increased progressively to be adjusted to an amount within the limit before
30 September 2011 at the latest. These are FX position limits. (2) The SAFE
reduced the basic proportion of enterprises' advances on sales under trade
in goods or deferred payments for a term of more than 90 days to 20% of
the total proceeds from exports or the total payments for imports during
the previous 12 months respectively. (These are about timing of payments,
so not counted as a separate measure.)
49| 1-Apr-11 In order to maintain an equilibrium in the balance of payments and FE R AMLE
strengthen the management of liquidity, the SAFE reduced the aggregate HR KT
quota for outstanding short-term external debts of domestic institutions in E20115
2011 (from 1 April 2011 to 31 March 2012) by reducing the quotas granted | TN HLIGHL
to financial institutions with a relatively higher proportion of borrowing, WIS R A
deposits and lending and a relatively larger historical quota and at the same | Tt 5K
time appropriately increasing the quota granted to banks that have shown fliplibAl
rapid growth in trade financing in recent years and have a relatively small
historical quota. In particular, a quota of a total of USD 10.168 billion was
ratified to some Chinese-funded banks for 2011, a quota of a total of USD
14.62509 billion to some foreign-funded banks and branches with
centralised administration of their quotas, and local quotas of a total of USD
7.6078 billion to Chinese- and foreign-funded banks without centralised
administration, Chinese-funded enterprises and other relevant institutions.
50| 27-Jul-11 In order to promote a basic equilibrium in the balance of payments of E FANLCE
China, the SAFE reduced the aggregate quota for external financing MR KT
guarantees in 2011 to USD 76.37622 billion for some Chinese-funded TEENERAT
banks, legal-person foreign-funded banks and branches of foreign banks. 2011 A RY
For Chinese-funded banks and legal-person foreign-funded banks, the BEPEXFAME
quota should be determined on the basis of Tier 1 capital in both domestic TRAHHR R
and foreign currency at the end of the previous year. For branches of A IR A
foreign banks, the quota should be determined on the basis of working AN
capital in both domestic currency and foreign currency or the net foreign
exchange assets at the end of the previous year. This new quota came into
effect as of the date of issuance (27 July 2011) and were to be in force until
the date of effectiveness of the quota for the next year (which is 1 April
2012).
51| 13-Oct-11 Foreign investors were permitted to engage in direct investment activities in | & E AR
China using RMB legally obtained abroad. IFa
(2011)%23
5
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No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link
52| 16-Dec-11 Fund management companies and securities companies as RMB qualified E XKML
(or 22-Dec- foreign institutional investors (RQFIIs) were permitted to invest in domestic LY P RS
11) securities markets. Those currently permitted to undertake these operations | &7, iE
on approval are Hong Kong subsidiaries of domestic fund management FAFNR
companies and securities companies, with certain percentage restrictions on A B4
asset allocation. The quota of domestic securities investments by the RQFII WU e
should be subject to balance control by the SAFE, and the cumulative net BipiE 27 8
inward remittances of RMB funds by the RQFII should not exceed the S ES
approved investment quota. Where the RQFII with an investment quota fails ]t S 1
to effectively use the investment quota within one year as of the date of its
approval, the foreign exchange authorities should reduce, or even cancel,
the investment quota.
53| 16-Apr-12 The SAFE withdrew controls on FX positions and lowered the lower limit of E XKML
net open FX positions from zero to negative levels, allowing banks to HRXT 5
maintain net short FX positions against RMB (eg USD overnight short EWRITAE
position). The SAFE sets the size of these limits for participant banks based HZE SR
on an individual bank’s FX flow, ranging from USD 3-10 million. For market BELA R IR
maker banks, the limits are not disclosed. The SAFE also abolished the ALY JE A
regulation that had limited banks' ability to be short foreign currency
against RMB flows in FX derivatives from clients.
54| 1-Jul-12 In order to promote private capital to invest abroad, the SAFE simplified EZRAINLE
foreign direct investment by domestic firms and foreign lending in foreign PR RT3
currency by domestic entities and relaxed domestic entities providing JihAn G 5 R
collateral to foreigners. V58 5 4 e
R JEA R
VI B )
FAE 0
55| 27-Jul-12 The CSRC lowered the minimum AUM (assets under management) http://www.c
requirements for assets managers and institutional investors (pension funds, | src.gov.cn/p
charity funds, endowment funds, trust companies, and government ub/csrc_en/
investment management companies) to qualify as QFlls, and expanded QFIl | OpeningUp/
investment range, and relaxed investment restriction ratios. RelatedPolic
es/QFII/2012
11/t2012110
5_216513.ht
m
56| 14-Dec-12 On 14 December 2012, the State Administration of Foreign Exchange AN
("SAFE") issued the revised Rules on Foreign Exchange Administration of RN
Securities Investments in China by Qualified Foreign Institutional Investors [2012]2%5
(QFIIs), which made several important amendments to the version issued in
20009. In particular, (1) The QFII quota of a QFII which is a sovereign wealth
fund, central bank or currency administration authority is no longer subject
to the USD1 billion cap. (2) The revised rules relaxed certain restrictions on
repatriation/ remittance of funds by QFIIs: (i) repatriation by open-ended
China fund’s may now be processed by the custodian bank without SAFE
approval where the monthly net repatriation does not exceed 20% of its
total investment in China at the end of the last year; (ii) for other QFIIs, SAFE
approval for repatriation of profits is no longer required. Such QFII may
repatriate its realised profits directly through its custodian bank where the
total monthly repatriation (including principal and profits) does not exceed
20% of its total investment in China at the end of the last year.
57| 11-Mar-13 Under the expanded RMB qualified foreign institutional investors (RQFII) E xRN FR EHIE SR
programme, Hong Kong subsidiaries of Chinese banks and insurers and HRILT A B R
financial institutions registered and operating in Hong Kong SAR were R &% 2 hEA
allowed to invest in Chinese domestic securities markets using RMB SIHLR F B RARAT
proceeds raised in Hong Kong. The restrictions on asset allocation under HEPHIETF FONCE
the programme were also loosened, permitting RQFIIs to invest in a wider B o
variety of financial instruments, including stock-exchange-related securities PN
and bonds in the interbank market. H
52 WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/fbdf81804ef1821dbcbefc3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/fbdf81804ef1821dbcbefc3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/fbdf81804ef1821dbcbefc3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/fbdf81804ef1821dbcbefc3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/fbdf81804ef1821dbcbefc3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/fbdf81804ef1821dbcbefc3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/7731a4804ef7bb5cbf8fff3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/7731a4804ef7bb5cbf8fff3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/7731a4804ef7bb5cbf8fff3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/7731a4804ef7bb5cbf8fff3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/7731a4804ef7bb5cbf8fff3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/7731a4804ef7bb5cbf8fff3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/7731a4804ef7bb5cbf8fff3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/7731a4804ef7bb5cbf8fff3cbb523e5c
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/4b1fcc004dce456bad0badfd3fd7c3dc
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/4b1fcc004dce456bad0badfd3fd7c3dc
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/4b1fcc004dce456bad0badfd3fd7c3dc
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/zjtzwhgl/node_zcfg_zbxm_kjtz_store/815d5c804b9fa26fa452bc53b1488d08
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/zjtzwhgl/node_zcfg_zbxm_kjtz_store/815d5c804b9fa26fa452bc53b1488d08
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/zjtzwhgl/node_zcfg_zbxm_kjtz_store/815d5c804b9fa26fa452bc53b1488d08
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/zjtzwhgl/node_zcfg_zbxm_kjtz_store/815d5c804b9fa26fa452bc53b1488d08
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/zjtzwhgl/node_zcfg_zbxm_kjtz_store/815d5c804b9fa26fa452bc53b1488d08
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/zjtzwhgl/node_zcfg_zbxm_kjtz_store/815d5c804b9fa26fa452bc53b1488d08
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/zjtzwhgl/node_zcfg_zbxm_kjtz_store/815d5c804b9fa26fa452bc53b1488d08
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/gjszywhtj/yhjshywgl/node_zcfg_yhjshywgl_store/493be1804ae7f545bf29bfed8ff4845d
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/gjszywhtj/yhjshywgl/node_zcfg_yhjshywgl_store/493be1804ae7f545bf29bfed8ff4845d
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/gjszywhtj/yhjshywgl/node_zcfg_yhjshywgl_store/493be1804ae7f545bf29bfed8ff4845d
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/gjszywhtj/yhjshywgl/node_zcfg_yhjshywgl_store/493be1804ae7f545bf29bfed8ff4845d
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/gjszywhtj/yhjshywgl/node_zcfg_yhjshywgl_store/493be1804ae7f545bf29bfed8ff4845d
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/gjszywhtj/yhjshywgl/node_zcfg_yhjshywgl_store/493be1804ae7f545bf29bfed8ff4845d
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/82838a8049869dbcb957bfab76e976e2
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/82838a8049869dbcb957bfab76e976e2
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/82838a8049869dbcb957bfab76e976e2
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/82838a8049869dbcb957bfab76e976e2
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/82838a8049869dbcb957bfab76e976e2
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/82838a8049869dbcb957bfab76e976e2
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/82838a8049869dbcb957bfab76e976e2
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/82838a8049869dbcb957bfab76e976e2
http://www.safe.gov.cn/wps/portal/!ut/p/c5/hY3NCoJAGEWfpSf4rjb6ubURZqYxQ8JSNzKEiOFPiwh6-3TXprp3eTgcqmn55J595x79PLmBSqrDRstEHqzyENlzBGOCk9wX1vctL7wKG6liLTgFIqEAI3bHTMvcg9n-sS9r77e_cnxZDMr0PLZUUc0fnZQZJldGJwh8MFM1tJ27vug-lriJYvMGKtbQqQ!!/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwrzyyjzjgl/node_zcfg_zbxm_kjzwtz_store/82838a8049869dbcb957bfab76e976e2

No| Effective date | Details of the Measure Web-link of Addltl.onal
measures web-link

58| 1-Apr-13 In order to support the healthy development of small and medium-sized AN
enterprises, the SAFE appropriately increased the 2013 domestic HR KT
institutions' short-term external debt quota to USD 37.3 billion. In particular, | 5€20135F %
the SAFE ratified short-term external debt quotas for 2013 (from 1 April WAL J 3
2013 to 31 March 2014) of some Chinese-funded banks totalling USD SR B
11.6217 billion, a quota of a total of USD 15.305 billion to some foreign- BT 2K 7]
funded banks and branches with centralised administration of their quotas, Fhy 3 %
and local quotas of a total of USD 10.380 billion to Chinese- and foreign-
funded banks without centralised administration, Chinese-funded
enterprises and other relevant institutions.

59| 01-Jun-13 To reduce the scope for banks' customers to speculate on CNY appreciation | FEZAMNLE
and to force banks to take the opposite side of this trade, the SAFE (China's | H/RZ< T
foreign exchange regulator) limited the amount of USD loans extended by RN B 4
banks. In particular, domestic banks (Chinese-funded banks) were required RNEEA
to maintain a 75% foreign currency loan-to-deposit ratio, and if this ratio is R ) AL
exceeded, the banks were required to maintain a minimum amount of net H
long USD positions equal to 0.25*(loans - 0.75*deposits). Banks need to
comply with this regulation by 1 June 2013 either by increasing deposits,
reducing loans, and entering USD longs. For foreign-funded banks, the
foreign-currency loan-to-deposit ratio limit was set at 100%. At the same
time, the SAFE also increased scrutiny over trade settlement operations that
could be misused to channel capital inflows into China.

60| 27-Aug-13 The SAFE simplified the relevant foreign exchange administration E FANCE
procedures and merged and integrated the foreign exchange MR A S

administration policies for qualified domestic institutional investors (QDIIs)
as following: (1) cancel the restriction on the currency types of inward and
outward funds to expand the sources of overseas securities investment
funds of domestic institutions; (2) cancel examination and approval of
settlement and purchase of foreign exchange to simplify quota application
documents; (3) seek unity of quota management requirements to
implement unified balance management of the overseas securities
investment of various qualified institutions, namely, the net outward
amount of foreign exchange of overseas securities investment does not
exceed the investment quota approved; and (4) strengthen statistics
supervision, and fully use electronic information means to strengthen the
statistics and ex-post monitoring over the cross-border capital flow under
securities investment and prevent the risk of cross-border capital flow.

Note 1: Allowing changes in export and import payments or the currency used for outward direct

investment from USD to RMB does not count as a CFM.

Note 2: China launched its pilot projects for the Qualified Foreign Institutional Investors (QFII) and

Qualified Domestic Institutional Investors (QDII) systems in 2002.
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http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwtzwhgl/node_zcfg_zbxm_kjzwzw_store/71d69a804eb9eb07aa2eef67bbb2cc48
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwtzwhgl/node_zcfg_zbxm_kjzwzw_store/71d69a804eb9eb07aa2eef67bbb2cc48
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwtzwhgl/node_zcfg_zbxm_kjzwzw_store/71d69a804eb9eb07aa2eef67bbb2cc48
http://www.safe.gov.cn/wps/portal/!ut/p/c5/04_SB8K8xLLM9MSSzPy8xBz9CP0os3gPZxdnX293QwML7zALA09P02Bnr1BvIyNvc6B8pFm8s7ujh4m5j4GBhYm7gYGniZO_n4dzoKGBpzEB3eEg-_DrB8kb4ACOBvp-Hvm5qfoFuREGWSaOigDuOwR_/dl3/d3/L2dJQSEvUUt3QS9ZQnZ3LzZfSENEQ01LRzEwODRJQzBJSUpRRUpKSDEySTI!/?WCM_GLOBAL_CONTEXT=/wps/wcm/connect/safe_web_store/safe_web/zcfg/zbxmwhgl/jwtzwhgl/node_zcfg_zbxm_kjzwzw_store/71d69a804eb9eb07aa2eef67bbb2cc48

Hong Kong SAR
From Jan 2004 to Dec 2012

No

Effective date

Details of the Measure

Web-link of measures

25-Feb-04

Banks were allowed to accept renminbi deposits with some limits, offer renminbi-
denominated accounts, provide foreign exchange and remittance services, and
issue credit cards for resident individuals. (B1/15C)

http://www.hkma.gov
.hk/eng/key-
information/guideline
s-and-
circulars/circulars/200
4/20040206-1.shtml

10-Jun-11

On 10 June 2011, the HKMA lowered the applicable LTV ratio by at least 10%p for
mortgage loan applicants whose principal income is not derived from Hong Kong.

27-Oct-12

On 26 October 2012, the Financial Secretary announced that the Government
would amend the Stamp Duty Ordinance to introduce with effect from 27 October
2012 a Buyer's Stamp Duty ("BSD") on residential properties. Upon the enactment
of the relevant legislation, any residential property acquired by any person
(including a company incorporated) except a Hong Kong Permanent Resident will
be subject to the BSD. BSD is to be charged at a flat rate of 15% on all residential
properties, on top of the existing stamp duty and the special stamp duty, if
applicable. This was the first property tax targeted at overseas buyers, stepping up
efforts to cool home prices.

06-Sep-12

The government restricted buyers of apartments on two sites it planned to sell to
local residents only as the government attempted to cool house prices. (Source:
Bloomberg)
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http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2004/20040206-1.shtml
http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2004/20040206-1.shtml
http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2004/20040206-1.shtml
http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2004/20040206-1.shtml
http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2004/20040206-1.shtml
http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2004/20040206-1.shtml

India
From Jan 2004 to May 2013

No Efi;eactt;ve Details of the Measure Web-link of measures

1 3-Jan-04 Registered partnerships were allowed to invest abroad up to 100% of their net
worth through the automatic route.

2 | 16-Jan-04 | Foreign companies were allowed to establish branch offices or units in Special http://www.rbi.org.in/
Economic Zones to undertake manufacturing and service activities. (RBI/2004/17) scripts/BS Circularlnd

exDisplay.aspx?ld=14
49

3 4-Feb-04 Residents were allowed to acquire property abroad using a personal remittance up | http://www.rbi.org.in/

to the equivalent of US$25,000. (RBI/2004/39) scripts/BS Circularlnd
exDisplay.aspx?Id=14
66

4 | 9-Feb-04 Resident employees of a foreign company's office, branch, or subsidiary in India, in
which the foreign company held a share of not less than 51%, could invest under
an employee stock option plan without limit, subject to certain conditions.

5 | 23-Feb-04 | Indian corporations were allowed to fund direct investments in joint ventures or http://www.rbi.org.in/
wholly owned subsidiaries abroad with external commercial borrowing. scripts/BS Circularlnd
(RBI/2004/72) exDisplay.aspx?Id=15

17

6 | 24-Mar-04 | Authorised dealers (ADs) (i.e. banks dealing in foreign exchange) were permitted to | http://www.rbi.org.in/
avail of foreign currency borrowing not exceeding 25% of their Tier I capital or the scripts/BS Circularlnd
equivalent of US$10 million, whichever was higher. (RBI/2004/113) exDisplay.aspx?Id=15

50

7 | 17-Apr-04 | Trade credits of up to one year for noncapital goods and up to three years for
capital goods for amounts up to USD 20 million were permitted. ADs were
permitted to guarantee such trade credits.

8 | 25-May-04 | Authorised Dealers (ADs) and housing finance companies in India were permitted http://www.rbi.org.in/
to extend loans to non-resident Indians (NRIs) and Persons of Indian Origin (PIOs) scripts/BS Circularind
for acquiring residences in India. (RBI/2004/219) exDisplay.aspx?Id=16

38

9 7-Jun-04 Balances in Exchange Earners' Foreign Currency (EEFC) accounts were permitted to http://www.rbi.org.in/
be used for trade-related loans to overseas importers. (RBI/2004/233). EEFC is an scripts/BS Circularlnd
account maintained in foreign currency with an Authorised Dealer. It is a facility exDisplay.aspx?Id=16
provided to the foreign exchange earners, including exporters, to credit 100 per 56
cent of their foreign exchange earnings to the account, so that the account holders
do not have to convert foreign exchange into Rupees and vice versa, thereby
minimising the transaction costs.

10| 20-Jul-04 Proceeds of life insurance claims in foreign currency from an insurer in India were
allowed to be credited to Resident Foreign Currency (Domestic) (RFCD) accounts or
Resident Foreign Currency (RFC) accounts. According to RBI Exchange Control
Manual (dated 1 June 2005), persons of Indian nationality or origin, who, having
been resident outside India for a continuous period of not less than one year, have
become persons resident in India on or after 18 April 1992 are eligible to open and
maintain the RFC accounts with authorised dealers in India in any freely convertible
foreign currency. RFC (D) is single currency account. This account can be opened in
Pound Sterling (GBP), US Dollar (USD), Japanese Yen (JPY) or EURO (EUR). Resident
individual can open Resident Foreign Currency (Domestic) Account.

11| 1-Oct-04 Outstanding external commercial borrowing and lump-sum fees and royalties (to
be paid to foreigners) were permitted to be converted into equity without prior RBI
approval.

12| 4-Oct-04 Residents no longer needed prior approval of the government and RBI in respect of | http://www.rbi.org.in/

transfer of shares or convertible debentures (by way of sale) to non-residents.
(RBI/2004-2005/207)

scripts/BS Circularlnd
exDisplay.aspx?Id=19
33
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http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1933
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1933
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1933
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1933
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1656
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1656
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1656
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1656
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1638
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1638
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1638
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1638
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1550
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1550
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1550
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1550
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1517
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1517
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1517
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1517
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1466
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1466
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1466
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1466
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1449
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1449
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1449
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=1449

No

Effective
date

Details of the Measure

Web-link of measures

13

10-Feb-06

Effective 10 February 2006, FDI was allowed up to 100% in (1) distillation and
brewing of potable alcohol; (2) manufacture of industrial explosives; (3)
manufacture of hazardous chemicals; (4) manufacturing activities located within 25
kilometres of the standard urban area limits that require an industrial license under
the Industries Development and Regulation Act, 1951; (5) setting up greenfield
airport projects; (6) laying natural gas/LNG pipelines, market study and formulation,
and investment financing in the petroleum and natural gas sector; (7) cash and
carry wholesale trading and export trading; (8) coal and lignite mining for captive
consumption; (9) setting up infrastructure relating to marketing in the petroleum
and natural gas sector; (10) exploration and mining of diamonds and precious
stones; and (11) the petroleum and national gas retail industry. Also effective 10
February 2006, the requirement that 26% of foreign equity be diverted to business-
to-business e-commerce was eliminated.

14

19-Apr-06

The interest rates on non-residential external (NRE) rupee term deposits of one to
three years' maturity should not exceed the LIBOR/SWAP rates plus 100 basis
points. (RBI/2005-2006/366)

http://www.rbi.org.in/
scripts/BS Circularlnd
exDisplay.aspx?Id=28
43

15

1-Jul-06

Persons of Indian nationality or origin were allowed to open FCNR (B) accounts in
Australian and Canadian dollars. The maximum maturity of the deposit was
increased to five years. (RBI/2006-2007/16)

http://www.rbi.org.in/
scripts/BS Circularlnd
exDisplay.aspx?Id=29
44

16

30-Nov-06

All types of foreign exchange earners were allowed to open EEFC accounts and
credit these accounts with up to 100% (previously 50%) of their foreign exchange
earnings. (RBI/2006-2007/192) Here, foreign exchange earnings are i) inward
remittance through normal banking channel, other than the remittance received
pursuant to any undertaking given to the Reserve Bank or which represents foreign
currency loan raised or investment received from outside India or those received
for meeting specific obligations by the account holder; ii) payments received in
foreign exchange by a 100 per cent Export Oriented Unit or a unit in (a) Export
Processing Zone or (b) Software Technology Park or (c) Electronic Hardware
Technology Park for supply of goods to similar such unit or to a unit in Domestic
Tariff Area and also payments received in foreign exchange by a unit in Domestic
Tariff Area for supply of goods to a unit in Special Economic Zone (SEZ); iii)
payment received by an exporter from an account maintained with an authorised
dealer for the purpose of counter trade, in accordance with the approval granted in
terms of Regulation 14 of the Foreign Exchange Management (Export of Goods and
Services) Regulations, 2000; iv) advance remittance received by an exporter towards
export of goods or services; v) payment received for export of goods and services
from India, out of funds representing repayment of State Credit in U.S. dollar held
in the account of Bank for Foreign Economic Affairs, Moscow, with an authorised
dealer in India, vi) Professional earnings including director’s fees, consultancy fees,
lecture fees, honorarium and similar other earnings received by a professional by
rendering services in his individual capacity. Following credits may be made to an
EEFC Account: i) A portion of inward remittance/Payment received by the recipient
in foreign exchange subject to the provisions of paragraph (1); ii) Interest earned
on the funds held in the account; iii) Recredit of unutilised foreign currency earlier
withdrawn from the account; iv) Amount representing repayment by the account
holder's importer customer, of loan/advances granted in terms of clause (iv) of
Paragraph 3. v) Representing the disinvestment proceeds received by the resident
accountholder on conversion of shares held by him to ADRs/GDRs under the
Sponsored ADR/GDR Scheme approved by the Foreign Investment Promotion
Board of Government of India.

http://www.rbi.org.in/
scripts/BS Circularlnd

exDisplay.aspx?ld=31
80

17

16-Nov-06

Proceeds from the sale of immovable property may be remitted without a
limitation on how long the property was owned (previously, the property had to be
owned at least 10 years).

18

13-Dec-06

Forward contracts of importers and exporters could not exceed 100% of the limit,
out of which 50% (previously, 25%) is required to be deliverable. (RBI/2006-
2007/208)

http://www.rbi.org.in/
scripts/BS Circularlnd
exDisplay.aspx?Id=32
10
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http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3210
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3210
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3210
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3210
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3180
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3180
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3180
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3180
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=2944
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=2944
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=2944
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=2944
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=2843
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=2843
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=2843
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=2843

Effective

No date Details of the Measure Web-link of measures
19| 13-Dec-06 | ADs were allowed to provide forward cover to hedge the economic exposure of http://www.rbi.org.in/
importers in the customs duty payable on imports. (RBI/2006-2007/207) scripts/BS Circularlnd
exDisplay.aspx?Id=32
09
20| 20-Dec-06 | Resident individuals may remit up to the equivalent of US$50,000 (previously, http://www.rbi.org.in/
US$25,000) a financial year for any permissible current or capital transactions, or a scripts/BS Circularlnd
combination of the two. (RBI/2006-2007/216) exDisplay.aspx?Id=32
20
21| 20-Dec-06 | Residents may acquire property abroad using a personal remittance up to the http://www.rbi.org.in/
equivalent of US$50,000 (previously, US$25,000) a financial year. (RBI/2006- scripts/BS Circularlnd
2007/216) exDisplay.aspx?Id=32
20
22| 22-Dec-06 | Foreign investment up to 49% is allowed in stock exchanges, depositories, and http://www.rbi.org.in/
clearing corporations, with the prior approval of the FIFB. (RBI/2006-2007/218) scripts/BS Circularlnd
exDisplay.aspx?Id=32
21
23| 8-Jan-07 Exporters were permitted to open foreign exchange accounts in any currency or http://www.rbi.org.in/
country with interproject transferability of funds. They may also use their cash scripts/BS Circularlnd
surpluses generated outside India for (1) investment in short-term instruments exDisplay.aspx?Id=32
abroad, including treasury bills and other monetary instruments with a maturity or 38
remaining maturity of one year or less and with a rating of at least A-1/AAA by
Standard & Poor's or P-1/Aaa by Moody's Investors Service or F1/AAA by Fitch
IBCA, or an acceptable rating from another major rating agency; and (2) deposits
with branches/subsidiaries outside India of an AD Category-I bank in India.
(RBI/2006-2007/227)
24| 31-Jan-07 | The ceiling on interest rates on NRE deposits of one to three years maturity was
reduced to the LIBOR/swap rates as of the last business day of the previous month,
for dollar deposits of corresponding maturities plus 50 basis points (previously,
plus 100 basis points).
25| 31-Jan-07 | Banks were prohibited from granting new loans or renewing existing loans in http://www.rbi.org.in/
excess of Rs 2 million against NR(E)RA and FCNR (B) deposits either to depositors scripts/BS Circularind
or third parties. (RBI/2006-2007/244) exDisplay.aspx?Id=32
58
26| 8-Feb-07 | ADs may allow foreign institutional investors (FIIs) to cancel and rebook forward http://www.rbi.org.in/
contracts for up to 2% of the market value of their entire investment in equity scripts/PublicationsVi
and/or debt in India. Until early 2007, efforts had been made towards improving ew.aspx?id=9770
the hedging facilities that are available to offshore non-residents who have
exposures to the rupee, particularly the foreign direct investors. As far as the
foreign institutional investors (FIIs) are concerned, they were not allowed to rebook
contracts once cancelled till early 2007. The Committee on Fuller Capital Account
Convertibility (FCAC) recommended that to minimise the influence of NDF markets
abroad, the FIIs may be provided with the facility of cancelling and rebooking
forward contracts and other derivatives booked to hedge rupee exposures. The
Mid-Term Review of Annual Policy Statement 2006-07, announced by the Reserve
Bank of India in October 2006 proposed to implement this recommendation.
Accordingly, AD category — I banks have been permitted to allow FlIs to cancel and
rebook forward contracts up to a limit of 2 per cent of the market value of their
entire investment in India as at the beginning of the financial year. The outstanding
contracts must also be duly supported by underlying exposure at all times.
27| 31-Mar-07 | The cumulative (government) debt investment limit for Flls/subaccounts is $3.2 http://www.sebi.gov.i
billion (previously, $2 billion). (Cir.No.IMD/FII/C/25/2007) n/cms/sebi_data/attac
hdocs/129170732647
8.pdf
28| 30-Apr-07 | Indian venture capital funds (VCFs) registered with the Securities and Exchange http://www.rbi.org.in/

Board of India (SEBI) were allowed to invest in equity and equity-linked instruments
of offshore venture capital undertakings, subject to an overall limit of $500 million
and SEBI regulations. No separate permission from the RBI is necessary for such
VCFs. (RBI/2006-2007/370)

scripts/BS CircularInd
exDisplay.aspx?Id=34
77
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http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3477
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3477
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3477
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3477
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1291707326478.pdf
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1291707326478.pdf
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1291707326478.pdf
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1291707326478.pdf
http://www.rbi.org.in/scripts/PublicationsView.aspx?id=9770
http://www.rbi.org.in/scripts/PublicationsView.aspx?id=9770
http://www.rbi.org.in/scripts/PublicationsView.aspx?id=9770
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3258
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3258
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3258
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3258
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3238
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3238
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3238
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3238
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3221
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3221
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3221
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3221
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3220
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3220
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3220
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3220
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3220
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3220
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3220
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3220
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3209
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3209
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3209
http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=3209

Effective

No date Details of the Measure Web-link of measures
29| 24-Apr-07 | Effective 24 April 2007, the ceiling on interest rates on FCNR (bank) deposits was
reduced to LIBOR or the swap rate for the corresponding maturity/currency minus
75 basis points (previously, minus 25 basis points). On floating rate deposits,
interest must be paid within the ceiling of swap rates minus 75 basis points for the
respective currency or corresponding maturity. Effective 24 April 2007, interest
rates no NRE deposits for one to three years maturity should not exceed the LIBOR
or swap rate (previously, LIBOR/swap rate plus 50 basis points), as of the last
business day of the previous month, for dollar deposits of corresponding maturity.
30| 8-May-07 The limit of $50,000 a financial year under the liberalised remittance scheme (LRS) http://www.rbi.org.in/
for residents was raised to $100,000 for any permitted current or capital account scripts/BS Circularlnd
transactions or a combination of both. (RBI/2006-2007/379) exDisplay.aspx?Id=35
00
31| 21-May-07 | Before 21 May 2007, utilisation of ECB proceeds was not permitted in real estate. http://www.rbi.org.in/
The term 'real estate’ excludes development of integrated township as defined by scripts/BS Circularlnd
Press Note 3 (2002 Series) dated January 4, 2002. On 21 May 2007, it was decided exDisplay.aspx?Id=35
to withdraw the exemption accorded to the 'development of integrated township' 44
as a permissible end-use of ECB. Accordingly, utilisation of ECB proceeds is not
permissible in real estate, without any exemption. External Commercial Borrowings
(ECB) refer to commercial loans [in the form of bank loans, buyers’ credit, suppliers’
credit, securitised instruments (e.g. floating rate notes and fixed rate bonds)]
obtained from non-resident lenders with minimum average maturity of 3 years.
32| 21-May-07 | With the sovereign credit ratings of India enhanced to investment grade, the all-in- | http://www.rbi.org.in/
cost ceilings for ECB were modified as follows: borrowing with an average maturity | scripts/BS Circularlnd
of three to five years is subject to a maximum spread of 150 basis points exDisplay.aspx?Id=35
(previously, 200 basis points) over the six-month LIBOR of the currency in which the | 44
loans are raised or the applicable benchmark(s), and borrowing with more than five
years' average maturity is subject to a maximum spread of 250 basis points
(previously, 350 basis points). Corporations can obtain external commercial
borrowing (ECB) loans under the automatic route of an additional $250 million over
and above the existing limit of $500 million with average maturity of more than 10
years under the approval route during a financial year. (RBI/2006-2007/409)
33| 14-Jun-07 | The limit for portfolio investment by listed Indian companies in the equity of listed http://www.rbi.org.in/
foreign companies that have at least a 10% stake in a listed Indian company was scripts/BS Circularlnd
raised from 25% to 35% of the net worth of the investing company. (RBI/2006- exDisplay.aspx?Id=35
2007/437) 97
34| 14-Jun-07 | The limit for overseas investment by an Indian company was raised to 300% from http://www.rbi.org.in/
200% of its net worth. (RBI/2006-2007/437) scripts/BS Circularlnd
exDisplay.aspx?Id=35
97
35| 7-Aug-07 External commercial borrowing (ECB) more than USD 20 million per borrower http://www.rbi.org.in/
company per financial year would be permitted only for foreign currency scripts/BS Circularlnd
expenditure for permissible end-uses of ECB. Accordingly, borrowers raising ECB exDisplay.aspx?Id=37
more than USD 20 million shall park the ECB proceeds overseas for use as foreign 58
currency expenditures for permissible end-uses and shall not remit the funds to
India. The above modifications would be applicable to ECB exceeding USD 20
million per financial year both under the Automatic Route and under the Approval
Route. ECB up to USD 20 million per borrowing company per financial year would
be permitted for foreign currency expenditures for permissible end-uses under the
Automatic Route and these funds shall be parked overseas and not be remitted to
India. Borrowers proposing to avail ECB up to USD 20 million for Rupee
expenditure for permissible end-uses would require prior approval of the Reserve
Bank under the Approval Route. However, such funds shall be continued to be
parked overseas until actual requirement in India. All other aspects of ECB policy
such as eligible borrower, USD 500 million limit per borrower company per financial
year under the Automatic route, recognised lender, average maturity period, all-in-
cost-ceiling, prepayment, refinancing of existing ECB and reporting arrangements
remain unchanged. (RBI/2007-2008/112)
36| 26-Sep-07 | Effective 26 September 2007, the aggregate ceiling for overseas investment by http://www.rbi.org.in/
Mutual Funds, registered with SEBI, increased from USD 4 billion to USD 5 billion. scripts/BS Circularlnd
The existing facility to allow a limited number of qualified Indian Mutual Funds to exDisplay.aspx?Id=38
invest cumulatively up to USD 1 billion in overseas Exchange Traded Funds, as may | 34
be permitted by the SEBI, continued. (RBI/2007-2008/149)
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Effective

Details of the Measure

Web-link of measures

date
37| 26-Sep-07 Mutual Funds, registered with SEBI had been permitted to invest in ADRs / GDRs of | http://www.rbi.org.in/
Indian and foreign companies, rated debt instruments not below investment grade | scripts/BS Circularlnd
by accredited/registered credit rating agencies, in the equity of overseas exDisplay.aspx?Id=38
companies listed on a recognized stock exchange overseas, in overseas mutual 34
funds that make nominal investments (say to the extent of 10 per cent of net asset
value) in unlisted overseas securities, and overseas exchange traded funds that
invest in securities. In order to enable the Mutual Funds to tap a larger investible
stock overseas, effective 26 September 2007, Mutual Funds were also allowed to
invest in the following additional instruments, subject to the guidelines issued by
SEBL: i) ADRs / GDRs issued by Indian or foreign companies; ii) equity of overseas
companies listed on recognized stock exchanges overseas; iii) initial and follow on
public offerings for listing at recognized stock exchanges overseas; iv) foreign debt
securities in the countries with fully convertible currencies, short term as well as
long term debt instruments with rating not below investment grade by accredited /
registered credit rating agencies; v) money market instruments rated not below
investment grade; vi) repos in the form of investment, where the counterparty is
rated not below investment grade. The repos should not, however, involve any
borrowing of funds by mutual funds; vii) government securities where the countries
are rated not below investment grade; viii) derivatives traded on recognized stock
exchanges overseas only for hedging and portfolio balancing with underlying as
securities; ix) short term deposits with banks overseas where the issuer is rated not
below investment grade; x) units / securities issued by overseas Mutual Funds or
Unit Trusts registered with overseas regulators and investing in (a) aforesaid
securities, (b) real Estate Investment Trusts (REITs) listed in recognized stock
exchanges overseas, or (c) unlisted overseas securities (not exceeding 10 per cent
of their net assets). (RBI/2007-2008/149)
38| 26-Sep-07 | The limit of $100,000 a financial year under the liberalised remittance scheme (LRS) http://www.rbi.org.in/
for resident individuals was raised to $200,000 for permitted current and capital scripts/BS Circularlnd
account transactions. (RBI/2007-2008/146) exDisplay.aspx?Id=38
31
39| 26-Sep-07 | The requirement that a foreign company have a 10% stake in an Indian company to | http://www.rbi.org.in/
be eligible for portfolio investment of up to 50% of the net worth of the investing scripts/BS Circularlnd
company under the automatic route was eliminated. (RBI/2007-2008/148) exDisplay.aspx?Id=38
33
40| 26-Sep-07 | The limit for portfolio investment by listed Indian companies in the equity of listed http://www.rbi.org.in/
foreign companies was raised from 35% to 50% of the net worth of the investing scripts/BS Circularlnd
company. (RBI/2007-2008/148) exDisplay.aspx?Id=38
33
41| 26-Sep-07 | Indian companies and registered partnership firms were permitted to invest in http://www.rbi.org.in/
overseas joint ventures/wholly owned subsidiaries up to 400% of their net worth scripts/BS Circularlnd
under the automatic route. (RBI/2007-2008/148) exDisplay.aspx?Id=38
33
42| 26-Sep-07 | The yearly limit for residents’ real estate acquisitions abroad was increased to
$200,000 from $100,000.
43| 6-Oct-07 As a temporary measure, all exporters were allowed to earn interest on exchange http://www.rbi.org.in/
earner foreign currency (EEFC) accounts on balances up to $1 million per exporter scripts/BS Circularlnd
until October 31, 2008. (RBI/2007-2008/154) With a view to give an opportunity to | exDisplay.aspx?Id=38
small and medium enterprises to manage the challenges in the global markets, all 54
exporters were permitted to earn interest on EEFC accounts to the extent of
outstanding balances of $ 1 million per exporter. This was a purely temporary
measure and valid up to October 31, 2008 and would be subject to further review.
Before this measure, EEFC accounts had been allowed to be maintained in the form
of non-interest bearing current accounts.
44| 25-Oct-07 | Only regulated entities may issue or renew offshore derivative instruments or
participatory notes with underlying derivatives. Foreign institutional investors (FIIs)
may not issue or renew such instruments.
45| 29-Oct-07 | SMEs having direct or indirect foreign exchange risk were permitted to book http://www.rbi.org.in/

forward contracts without production of underlying documents. (RBI/2007-08/171)
Resident individuals with foreign exchange exposures out of actual or anticipated
remittances were permitted to book forward contracts without production of
underlying documents based on self-declaration. (RBI/2007-08/171)

scripts/BS Circularind
exDisplay.aspx?Id=39
00
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Effective

No date Details of the Measure Web-link of measures
46| 31-Dec-07 | SEBI-registered FlIs and subaccounts of FlIs were permitted to sell short, lend, and http://www.sebi.gov.i
borrow equity shares of Indian companies, subject to regulatory conditions such as | n/cms/sebi data/pdffi
position limits at the level of market. (MRD/DoP/SE/Dep/Cir-14/2007) les/9841 t.pdf
47| 6-Jun-08 The limit on FII investments in government securities was raised from $3.2 billion to | http://www.sebi.gov.i
$5 billion. (Cir.No.IMD/FII/C/29/2007) n/cms/sebi data/attac
hdocs/129111833807
3.pdf
48| 16-Sep-08 | In September 2008, the RBI relaxed the Statutory Liquidity Ratio (SLR) on a
temporary basis by 1%p from 25% to 24% of the net deposit and time liabilities
(NDTL) in both local and foreign currencies of scheduled commercial banks. As
from 8 November 2008, this change became permanent.
49| 6-Oct-08 Restrictions on offshore derivative instruments or participatory notes with
underlying derivatives, which were previously required to be issued or renewed
only by regulated entities, were removed.
50| 15-Oct-08 | The requirement that FlIs limit their investment in equity and debt instruments to a | http://www.rbi.org.in/
ratio of 70% to 30% was removed. (RBI/2008-09/240) scripts/BS Circularlnd
exDisplay.aspx?Id=45
68
51| 16-Oct-08 | The limit on investments by FIIs in corporate debt was raised from $3 billion to $6 http://www.sebi.gov.i
billion. (Cir.No.IMD/FII/C/33/2007) n/cms/sebi _data/pdffi
les/7212 t.pdf
52| 15-Oct-08 | Banks were allowed to borrow funds up to a limit of 50% of their unimpaired tier 1 http://www.rbi.org.in/
capital (up from 25%), or $10 million, whichever is higher, from their overseas scripts/BS Circularlnd
branches, excluding borrowings for financing of export credit in foreign currency exDisplay.aspx?Id=45
and capital instruments. (RBI/2008-09/227) The previous change was in March 43
2004.
53| 22-Oct-08 | The maximum amount of ECB credit that a corporation can obtain under the http://www.rbi.org.in/
automatic route was raised to $500 million in a financial year (previously, $100 scripts/BS Circularlnd
million). The minimum average maturity period of seven years was removed for exDisplay.aspx?Id=45
loans of over $100 million for rupee expenditure by infrastructure firms. Borrowers | 73
were allowed to remit funds to India for credit to rupee accounts with banks,
pending utilisation. (RBI/2008-09/245)
54| 22-Oct-08 | The all-in-cost ceiling for ECB loans was raised by 100 bps to LIBOR plus 300 bps http://www.rbi.org.in/
for loans between three and five years, by 150 bps to LIBOR plus 500 bps for loans scripts/BS Circularlnd
between five and seven years, and by 50 bps to LIBOR plus 500 bps for loans more | exDisplay.aspx?Id=45
than seven years. (RBI/2008-09/245) 73
55| 23-Oct-08 | The overall cap on overseas borrowing was raised to $35 billion from $22 billion.
56| 27-Oct-08 | The all-in-cost ceiling for trade credits was raised to LIBOR plus 200 bps for all http://www.rbi.org.in/
maturities, by 125 bps to LIBOR plus 200 bps for credit up to one year, and by 75 scripts/BS Circularlnd
bps to LIBOR plus 200 bps for credit from one year to three years. (RBI/2008- exDisplay.aspx?Id=45
09/251) 86
57| 31-Oct-08 | The temporary measure of allowing all exporters to earn interest on exchange
earner foreign currency (EEFC) accounts on balances up to $1 million per exporter
expired on 31 October 2008. (RBI/2007-2008/154)
58| 15-Nov-08 | The maximum interest rate paid on FCNR deposits was increased to LIBOR/swap
rates plus 100 bps and on NRER deposits to LIBOr/swap rates plus 175 bps.
59| 2-Jan-09 The all-in-cost ceilings relaxed during the financial crisis period for both Automatic | http://rbidocs.rbi.org.i
and Approval routes were withdrawn. Therefore, eligible borrowers, proposing to n/rdocs/notification/P
avail of ECB beyond the permissible all-in-cost ceilings specified before may DFs/89675.pdf
approach the Reserve Bank under the Approval Route. This relaxation in all-in-cost
ceiling was to be reviewed in June 2009. (A.P. (DIR Series) Circular No. 46)
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Effective

No date Details of the Measure Web-link of measures
60| 02.Jan.09 In May 2007, the Reserve Bank of India had withdrawn the exemption accorded to
the 'development of integrated township' as a permissible end-use of ECB. Effective
2 January 2009, corporates engaged in the development of integrated township
were permitted to avail of ECB under the Approval Route. Integrated township, as
defined above, includes housing, commercial premises, hotels, resorts, city and
regional level urban infrastructure facilities such as roads and bridges, mass rapid
transit systems and manufacture of building materials. Development of land and
providing allied infrastructure forms an integrated part of township’s development.
The minimum area to be developed should be 100 acres for which norms and
standards are to be followed as per local bye-laws / rules. In the absence of such
bye-laws/rules, a minimum of two thousand dwelling units for about ten thousand
population will need to be developed. The policy was to be reviewed in June 2009.
61| 6-Feb-09 | The limit on investment by FlIs in corporate bonds was raised from $6 billion to $15 | http://www.sebi.gov.i
billion. (Cir.No.IMD/FII/C/37/2009) n/cms/sebi data/attac
hdocs/129014708649
7.pdf
62| 28-Apr-09 | Banks may grant new loans or renew existing loans against NR(E)RA and FCNR(B) http://www.rbi.org.in/
deposits either to the depositors or third parties up to a maximum limit of scripts/BS Circularlnd
Rs.10million (previously, Rs 2 million). Banks have also been advised not to exDisplay.aspx?Id=49
undertake artificial slicing of the loan amount to circumvent the ceiling. (RBI[/2008- | 60
09/462)
63| 27-Oct-09 | The statutory liquidity ratio, which is required for both domestic and foreign http://www.rbi.org.in/
currency, was raised from 24% to 25% of net demand and time liabilities. scripts/BS Circularlnd
(RBI/2009-10/201) exDisplay.aspx?Id=53
37
64| 9-Dec-09 To limit access to foreign credit to best corporate credits and prevent high-cost
borrowing, the authorities re-instated interest rate cap on eligible external
commercial borrowing (ECB) that had been eliminated during the crisis.
65| 2-Mar-10 | The facility of credit enhancement by eligible non-resident entities has been
extended to domestic debt raised through issues of capital market instruments,
such as debentures and bonds, by Indian companies engaged exclusively in the
development of infrastructure and by the IFCs, subject to certain conditions
66| 12-Apr-10 | FlIIs were allowed to offer domestic government securities and foreign sovereign http://www.rbi.org.in/
securities with an AAA rating as collateral on the recognised stock exchanges in scripts/BS Circularlnd
India, in addition to cash (previously, domestic government securities were not exDisplay.aspx?Id=55
accepted as collateral), for their transactions in the cash segment of the market. 83
However, cross-margining of government securities (placed as margins by FlIs for
their transactions in the cash segment of the market) is not allowed between the
cash and the derivative segments of the market. The operational guidelines in this
regard will be issued separately by the SEBL. (RBI/2009-10/393)
67| 29-Jun-10 | Effective 29 June 2010, the period of realisation and repatriation to India of the http://www.rbi.org.in/
amount representing the full export value of goods or software exported was scripts/BS Circularlnd
extended from six months to twelve months from the date of export. This exDisplay.aspx?Id=63
relaxation was supposed to expire on 31 March 2011 but was extended to 30 17
September 2011, and then again to 30 September 2012. A.P. (DIR Series) Circular
No. 57, (RBI/2010-2011/457), (RBI/2011-2012/241)
68| 18-Dec-10 | Effective from 18 December 2010, the RBI reduced the Statutory Liquidity Ratio,
which is required for both domestic and foreign currency, from 25% to 24%.
69| 28-Dec-10 | Foreign currency swap transactions were allowed to be undertaken by AD Category

I banks as intermediaries by matching the requirements of corporate
counterparties. While no limits are placed on the AD Category I banks for
undertaking swaps to facilitate customers to hedge their foreign exchange
exposures, a limit of USD 100 million is placed for net supply of foreign exchange
in the market. A.P. (DIR Series) Circular No. 32 dated December 28, 2010.
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Effective

No date Details of the Measure Web-link of measures
70| 4-Jul-11 Keeping in view the need to provide a window to facilitate refinancing of FCCBs by | http://www.rbi.org.in/
the Indian companies who may be facing difficulty in meeting the redemption scripts/BS Circularlnd
obligations, it was decided to consider applications for refinancing of FCCBs by exDisplay.aspx?Id=65
Indian companies under the automatic route under the following conditions: (1) 96
New ECB/FCCB must have the stipulated average maturity period and applicable
all-in-cost per the ECB guidelines; (2) New ECB/FCCB may not exceed the
outstanding redemption value at maturity of the outstanding FCCBs; (3) New
ECB/FCCB may not be raised six months before the maturity date of outstanding
FCCB; (4) The purpose of the ECB/FCCB must be clearly stated as “redemption of
outstanding FCCB" in Form 83 when a loan registration number is obtained from
the RBL; and (5) The designated AD Category I bank must monitor the end use of
the funds. (RBI/2011-2012/105)
71| 25-Sep-11 | The ECB policy was liberalised and rationalised: (1) The limit for eligible borrowers http://www.rbi.org.in/
for ECB under the automatic route each financial year was enhanced as follows: (a) scripts/BS Circularind
firms in the real, industrial, and infrastructure sectors—US$750 million or equivalent | exDisplay.aspx?1d=67
(previously, US$500 million or equivalent); (b) firms in specified service sectors, 33
namely, hotel, hospital, and software—US$200 million or equivalent (previously,
US$100 miIIiop or quivalent); (2) All eligible borrovx{ers may use ECB designated in http://www.rbi.org.in/
INR from foreign equity holders, under the automatic/approval route, subject to . .
. . . . I . scripts/BS Circularlnd
compliance with ECB guidelines; (3) Firms in the mfrastructure sector may use ECB exDisplay.aspx?1d=67
for IDC as a permissible end use, under the automatic/approval route, subject to 31
IDC being a part of project cost and capitalization; (4) Considering the specific _
needs of the infrastructure sector, Indian companies in the infrastructure sector
may use 25% of new ECB raised toward refinancing rupee loans from the domestic | http://www.rbi.org.in/
banking system, under the approval route, subject to the condition that at least scripts/BS Circularind
75% of the new ECB is used for capital expenditures for “new infrastructure” exDisplay.aspx?1d=67
project(s), as defined in the ECB guidelines; (5) Importers of capital goods may use 32
short-term credit (including buyer credit/supplier credit) in the nature of “bridge
finance,” under the approval route, subject to certain conditions; (6) Borrowers in
the infrastructure sector may use ECB in renminbi, up to an annual ceiling of US$1
billion a financial year under the approval route; and (7) Other service sector
companies may use ECB from foreign equity holders under the approval route.
(RBI/2011-2012/199), (RBI/2011-2012/200), (RBI/2011-2012/201)
72| 19-Oct-11 | AD banks in India were permitted to accept FCNR (B) deposits in any permitted http://www.rbi.org.in/
currency—i.e., freely convertible foreign currency. (RBI[/2011-2012/225) scripts/BS Circularlnd
exDisplay.aspx?Id=67
66
73| 3-Nov-11 FIIs were permitted to invest in nonconvertible debentures/bonds issued by NBFCs | http://www.rbi.org.in/
categorized as infrastructure finance companies (IFCs) by the RBI within an overall scripts/BS Circularlnd
limit of US$25 billion, subject to these conditions: (1) the lock-in period of three exDisplay.aspx?Id=67
years for FII investment was reduced to one year up to an amount of US$5 billion 94
within the overall limit of US$25 billion (calculated from the time of first purchase
by FlIs); and (2) the residual maturity of five years and above refers to the original
maturity of the instrument at the time of first purchase by an FII. (RBI/2011-
2012/244)
74| 4-Nov-11 | The transfer of shares is permitted without approval of the RBI under certain http://www.rbi.org.in/
conditions. Transfers of shares from non-residents to residents under the FDI scripts/BS Circularlnd
Scheme where the pricing guidelines under FEMA, 1999 are not met are permitted exDisplay.aspx?Id=67
provided (a) The original and resultant investments are in line with FDI policy and 97
FEMA regulations in terms of sectoral caps, conditions (such as minimum
capitalization, etc.), reporting requirements, documentation, etc. (b) The pricing for
the transaction is compliant with the specific/explicit relevant SEBI
regulations/guidelines (such as IPO, book building, block deals, delisting, exit, open
offer/substantial acquisition/SEBI SAST, buyback); and (c) A chartered accountant’s
certificate to the effect that compliance with the relevant SEBI
regulations/guidelines as indicated above is attached to the form FC-TRS filed with
the AD bank. (RBI/2011-2012/247)
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Effective

No date Details of the Measure Web-link of measures
75| 4-Nov-11 | The transfer of shares was permitted without approval of the RBI under certain http://www.rbi.org.in/
conditions. (2) Transfers of shares from residents to non-resident are permitted scripts/BS Circularind
provided (a) where the transfer of shares requires approval of the FIPB as per the exDisplay.aspx?Id=67
FDI policy, (i) the requisite approval of the FIPB has been obtained; and (ii) the 97
transfer of share adheres to the pricing guidelines and documentation
requirements as specified by the RBI from time to time; (b) the SEBI (SAST)
guidelines are followed subject to adherence to the pricing guidelines and
documentation requirements as specified by the RBI from time to time; (c) where
the pricing guidelines under the 1999 FEMA were not met (i) the resultant FDI is in
compliance with the extant FDI policy and FEMA regulations in terms of sectoral
caps, conditions (such as minimum capitalization, etc.), reporting requirements,
documentation, etc,; (ii) The pricing for the transaction is compliant with the
specific/explicit, extant, and relevant SEBI regulations/guidelines (such as IPO, book
building, block deals, delisting, exit, open offer/substantial acquisition/SEBI SAST);
and (iii) a chartered accountant’s certificate to the effect that compliance with the
relevant SEBI regulations/guidelines as indicated above is attached to the form FC-
TRS to be filed with the AD bank; (iv) where the investee company is in the financial
sector, provided (1) no-objection certificates (NOCs) are obtained from the
respective financial sector regulators/regulators of the investee company as well as
transferor and transferee entities and such NOCs are filed along with the form FC-
TRS with the AD bank; and (2) the FDI policy and FEMA regulations in terms of
sectoral caps, conditionalities (such as minimum capitalization, etc.), reporting
requirements, documentation, etc., are complied with. (RBI/2011-2012/247)
76| 15-Nov-11 | The all-in-cost ceiling for trade credits was raised from 200 bps to 350 bps for http://www.rbi.org.in/
maturities of up to three years. (RBI/2011-2012/257) scripts/BS Circularlnd
exDisplay.aspx?Id=68
12
77 | 18-Nov-11 | The FII debt limit in government and corporate debt was raised as follows: (1) an http://www.sebi.gov.i
increase in the limit of FII investment in government securities of US$5 billion, n/cms/sebi data/attac
raising the cap to US$15 billion. The incremental maximum of US$5 billion may be hdocs/132161540299
invested in securities without any residual maturity criterion; (2) an increase in the 7.pdf
limit of FII investment in corporate bonds of US$5 billion, raising the cap to US$20
billion. The incremental limit of US$5 billion may be invested in listed corporate
bonds. (3) The limit for infrastructure bonds (separate from corporate bonds) was
retained at US$25 billion. (Cir.No.IMD/FII/C/20/2011)
78| 15-Sep-11 | Sale proceeds of FDI were allowed to be credited to Non-Resident (External) Rupee | http://www.rbi.org.in/
(NRE) Account Scheme/Foreign Currency (Non- Resident) Account FCNR (Banks) scripts/BS Circularlnd
Scheme accounts, provided the original acquisition was by way of inward exDisplay.aspx?Id=67
remittance or funds held in their NRE/FCNR (B) accounts. (RBI/2011-2012/177) 09
79| 22-Nov-11 | Non-resident investors were allowed to invest (on a repatriation basis) in (1) rupee http://www.rbi.org.in/

and foreign currency denominated bonds issued by the infrastructure debt funds
(IDFs) set up as an Indian company and registered as NBFCs with the RBI, and (2)
rupee denominated units issued by IDFs set up as SEBI-registered domestic mutual
funds, subject to the following conditions: (a) The original/initial maturity of all
securities at the time of first investment is five years; (b) There is a lock-in period of
three years. However, all non-resident investors may trade among themselves
within this lock-in period; and (c) All non-resident investments in IDFs (other than
NRIs) (in both rupee and foreign currency denominated securities) must be within
an overall cap/limit of US$10 billion. This cap/limit is within the overall cap of
US$25 billion for FII investment in bonds/nonconvertible debentures issued by
Indian companies in the infrastructure sector or by IFCs. (RBI/2011-2012/271)

scripts/BS Circularlnd
exDisplay.aspx?Id=68
33
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80

23-Nov-11

Interest rates on fresh Non-Resident (External) Rupee (NRE) Term Deposits for one
to three years maturity should not exceed the LIBOR/SWAP rates plus 275 basis
points, as on the last working day of the previous month, for US dollar of
corresponding maturities (as against LIBOR/SWAP rates plus 175 basis points
effective from close of business on November 15, 2008). In respect of FCNR (B)
deposits of all maturities contracted effective from the close of business in India as
on 23 November 2011, interest shall be paid within the ceiling rate of LIBOR/SWAP
rates plus 125 basis points for the respective currency/ corresponding maturities
(as against LIBOR/SWAP rates plus 100 basis points effective from close of business
on November 15, 2008). On floating rate deposits, interest shall be paid within the
ceiling of SWAP rates for the respective currency/maturity plus 125 basis points.
For floating rate deposits, the interest reset period shall be six months. (RBI/2011-
2012/275)

http://www.rbi.org.in/
scripts/BS Circularlnd
exDisplay.aspx?Id=68
38

81

23-Nov-11

The limit of $100 million for foreign currency swap transactions by an AD was
eliminated. (RBI/2011-2012/272)

http://www.rbi.org.in/
scripts/BS Circularlnd
exDisplay.aspx?Id=68
34

82

23-Nov-13

Proceeds of the ECB raised abroad for rupee expenditures in India, such as local
sourcing of capital goods, onlending to self-help groups or for microcredit,
payment for spectrum allocation, etc., must be brought immediately for credit to
rupee accounts with AD Category I banks in India. (RBI/2011-2012/274)

http://www.rbi.org.in/
scripts/BS Circularlnd
exDisplay.aspx?Id=68
37

83

23-Nov-13

The all-in-cost ceiling for ECB was raised to 350 bps from 300 bps for maturities
from three years to five years. (RBI/2011-2012/273)

http://www.rbi.org.in/
scripts/BS Circularlnd

exDisplay.aspx?Id=68
36

84

15-Dec-11

The RBI imposed restrictions on derivative transactions of foreign exchange
dealers: (1) contracts booked by residents, regardless of the type and tenor of the
underlying exposure, once cancelled may not be rebooked. Previously, under
contracted exposures, forward contracts involving rupees booked by residents to
hedge current account transactions, regardless of the tenor, and to hedge capital
account transactions falling due within one year could be cancelled and rebooked;
(2) Under probable exposures based on past performance, residents may hedge
currency risk on the basis of a declaration of an exposure and based on past
performance up to the average of the previous three financial years' (April to
March) actual import/export turnover or the previous year's actual import/export
turnover, whichever is higher. Contracts booked in excess of 75% of the eligible
limit must be on a deliverable basis and may not be cancelled; (3) For importers
using the past performance facility, the facility was reduced to 25% of the limit as
computed above—i.e., 25% of the average of the previous three financial years’
(April to March) actual import/export turnover or the previous year's actual
import/export turnover, whichever is higher. In case of importers who have already
exceeded the revised/reduced limit, no further bookings are allowed under this
facility; (4) All forward contracts booked under this facility by both exporters and
importers must now be fully deliverable. In case of cancellations, foreign exchange
gain, if any, must not be passed on to the customer; (5) All cash/tom/spot
transactions by ADs on behalf of clients must be undertaken for actual
remittances/delivery only and may not be cancelled/cash settled; (6) FlIs may
hedge currency risk on the market value of an entire investment in equity and/or
debt in India as of a particular date. Contracts, once cancelled, may not be
rebooked except to the extent of 10% of the market value of the portfolio as of the
beginning of the financial year. Forward contracts may, however, be rolled over on
or before maturity. It has now been decided that henceforth forward contracts
booked by FIIs, once cancelled, may not be rebooked. Forward contracts may,
however, be rolled over on or before maturity; and (7) The Board of Directors of
Authorised Dealers was allowed to fix suitable limits for various Treasury functions
with net overnight open exchange position and aggregate gap limits required to
be approved by the RBI. The net overnight open position limits (NOOPLs) of ADs
were reduced across the board. The intraday open position/daylight limit of ADs
may not exceed the existing NOOPL approved by the RBL (RBI/2011-2012/300)

http://www.rbi.org.in/
scripts/BS Circularlnd
exDisplay.aspx?Id=68
72

64
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Effective

No date Details of the Measure Web-link of measures
85| 16-Dec-11 | With a view to providing greater flexibility to banks in mobilising non-resident http://www.rbi.org.in/
deposits, the interest rates on both saving deposits and term deposits of maturity scripts/BS Circularlnd
of one year and above under non-resident external (NRE) rupee deposits accounts exDisplay.aspx?Id=68
and under savings deposits ordinary non-resident (NRO) rupee accounts were 75
deregulated. However, interest rates offered by banks on NRE and NRO deposits
may not be higher than those offered on comparable domestic rupee deposits.
(RBI/2011-2012/303)
86| 19-Dec-11 | MFIs were allowed to use ECB up to US$10 million a financial year under the http://www.rbi.org.in/
automatic route for microfinance activities, and the ceiling relating to ECB by NGOs | scripts/BS Circularlnd
engaged in microfinance was increased to US$10 million from US$5 million a exDisplay.aspx?Id=68
financial year. (RBI/2011-2012/304) 76
87| 21-Mar-12 | AD Category I banks were allowed to repay loans not exceeding USD250,000 to a
resident individual by close relatives outside India to the non-resident
external/foreign currency (Scheme B) account of the lender concerned, subject to
conditions.
88| 28-Mar-12 | To grant general permission to the resident individuals for acquiring equity shares http://www.rbi.org.in/
of a foreign entity, ADs may allow remittances by resident employees of foreign scripts/BS Circularlnd
companies and their joint ventures or wholly-owned subsidiaries in which the exDisplay.aspx?Id=70
foreign company holds equity, either directly or indirectly, for the acquisition of 93
shares of the foreign company under an employee stock option plan, subject to
certain conditions. ADs may also allow remittances from residents for the
acquisition of qualification shares for the position of director in an overseas
company to the extent prescribed by the laws of the host country. The limit on
these remittances is the overall ceiling prescribed for residents under the LRS in
effect at the time of the acquisition. Residents may acquire shares of a foreign
entity in part/full consideration of professional services rendered to the foreign
company or in lieu of director's remuneration within the overall ceiling prescribed
under the LRS in effect at the time of acquisition. (RBI/2011-2012/474)
89| 1-Apr-12 An Indian party (as defined for ODI) was allowed to open, hold, and maintain a http://www.rbi.org.in/
foreign exchange account abroad for the purpose of ODI, subject to certain terms scripts/BS Circularlnd
and conditions, such as host country laws. (RBI/2011-12/481) exDisplay.aspx?ld=71
05
90 | 20-Apr-12 | Refinancing existing external commercial borrowing was allowed by raising new http://www.rbi.org.in/
external commercial borrowing at a higher all-in-cost/reschedule of existing scripts/BS Circularlnd
external commercial borrowing at a higher all-in-cost under the approval route. exDisplay.aspx?Id=71
The enhanced all-in-cost should not exceed the all-in-cost ceiling prescribed in the | 54
guidelines. (RBI/2011-12/520)
91| 21-May-12 | To stop speculators and contain volatility in the foreign exchange market, effective
21 May 2012, the RBI required that (1) the current net overnight open position limit
(NOOPL) of the banks as applicable to the position involving the rupee as one of
the currencies should not include the positions undertaken in the currency
futures/options segment in the exchanges, that (2) the positions in the exchanges
could not netted/offset by undertaking positions in the OTC market and vice versa,
that (3) the positions initiated in the exchanges should be liquidated/closed in the
exchanges only, that (4) the position limit for the trading member AD Category I
banks in the exchanges for trading currency futures and options to be USD 100
million or 15 per cent of the outstanding open interest, whichever is lower.
92| 25-Jun-12 | The limit for investment by SEBI-registered FlIs in government securities was raised | http://www.rbi.org.in/

by $5 billion. This took the overall limit for FII investment in government securities
from US$15 billion to US$20 billion. In order to broaden the non-resident investor
base for government securities, long-term investors such as sovereign wealth
funds, multilateral agencies, endowment funds, insurance funds, pension funds,
and foreign CBs were allowed to register with the SEBI and invest in government
securities for the entire limit of $20 billion. (RBI/2011-2012/618)

scripts/BS Circularlnd
exDisplay.aspx?Id=72
92
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93| 25-Jun-12 | Indian companies were allowed to use external commercial borrowing for http://www.rbi.org.in/
repayment of rupee loans from the domestic banking system and/or for new rupee | scripts/BS Circularlnd
capital expenditure, up to 50% of the average annual export earnings realised exDisplay.aspx?ld=72
during the past three financial years under the approval route, subject to 91
conditions. The overall ceiling for such external commercial borrowing is USD 10
billion (that is, the programme size was USD 10 billion). The ceiling for such
external commercial borrowing by an individual company or group under this
programme was USD 3 billion. (RBI/2011-2012/617)

94| 5-Jul-12 Non-resident Indians living in India were allowed to transfer funds from non- http://rbi.org.in/Script
resident ordinary accounts to non-resident external accounts within an overall s/NotificationUser.asp
ceiling of USD 1 million a financial year subject to payment of applicable taxes (ie if | x?Mode=0&Id=7309
the funds were remitted abroad). (RBI/2012-2013/2)

95| 16-Jul-12 Qualified foreign investors were allowed to invest through SEBI-registered qualified | http://www.rbi.org.in/
depository participants in eligible corporate debt instruments. SEBI stands for scripts/BS Circularlnd
Securities and Exchange Board of India. (RBI/2012-2013/134) exDisplay.aspx?Id=74

56

96| 31-Jul-12 To provide some operational flexibility to exporters, exporters were allowed to
cancel and rebook 25% of the total contracts booked for hedging their export
exposure.

97| 31-Jul-12 Exporters were permitted to credit 100% of their foreign exchange earnings to http://www.rbi.org.in/
exchange earners' foreign currency accounts. Total accruals in the account during a | scripts/BS Circularlnd
calendar month must be converted to rupees on or before the last day of the exDisplay.aspx?Id=74
subsequent calendar month after adjusting for approved purposes and forward 83
commitments. (RBI/2012-2013/151)

98| 11-Sep-12 | The maximum amount of external commercial borrowing by an individual company | http://www.rbi.org.in/
under the USD 10 billion plan (introduced on 25 June 2012) was raised from "50% scripts/BS Circularlnd
of the average annual export earnings realised during the past three financial exDisplay.aspx?Id=75
years" to "75% of the average foreign exchange earnings during the preceding 57
three financial years or 50% of the highest foreign exchange earnings in any of the
preceding three financial years, whichever is higher". Also, special purpose vehicles
incorporated for at least one year that do not have a sufficient track record for
three financial years were allowed to use external commercial borrowing up to 50%
of their export earnings during the preceding financial year. (RBI/2012-2013/200)

99| 12-Oct-12 | Banks were allowed to grant loans against non-resident (external) rupee accounts http://www.rbi.org.in/
and foreign currency non-resident (bank) accounts either to the non-resident scripts/BS Circularlnd
depositors holding these accounts or third parties, subject to conditions. exDisplay.aspx?Id=76
(RBI/2012-2013/247) 22

100{ 7-Jan-13 The limit on external commercial borrowing by nonbank financial companies and http://www.rbi.org.in/
infrastructure finance companies under the automatic route was raised from 50% scripts/BS Circularlnd
of their own funds to 75%. (RBI/2012-2013/367) exDisplay.aspx?Id=77

94

101| 24-Jan-13 | The limits on investments by foreign institutional investors were raised from USD http://www.rbi.org.in/
20 billion to USD 25 billion in government securities, and from USD 45 billion to scripts/BS Circularlnd
USD 50 billion in corporate debt instruments. Also, the requirement that the exDisplay.aspx?Id=78
government securities have a residual maturity of three years at the time of 23
purchase was eliminated. Various sublimits for government securities were merged
into two categories, and various sublimits for corporate debt were also merged into
three categories. (RBI/2012-2013/391)

102| 01-Mar-13 | Effective 1 March 2013, the central bank removed restrictions on overnight and

intra-day open positions on foreign-exchange contracts involving the rupee, it said
in a statement on March 1. The curbs were placed in 2012.

Note 1: the Cash Reserve ratio has frequently changed during the sample period, so don't include them.
Note 2: sector-specific policies such as infrastructure financing, pharmaceutical or communication sector

financing etc are not included in the list since these are confined to specific sectors.

Note 3: general OTC guideline without specific quantitative limits is not included in the list.

Note 4: Domestic deposit rate setting is not included since this is not about FX deposit or capital flows.
Note 5: the measure on joint holding accounts of non-resident Indians and a close relative of resident

Indians is not included in the list.

Note 6: personal remittances such as gifts or small amount transfers to relatives are not included here.

Note 7: "Set-off” of export receivables against import payables is a liberalisation of procedure, and not a

net increase or decrease in flows. So this is not included in the list.
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Indonesia
From Jan 2004 to July 2013

No Eﬁ;e:tt;ve Details of the Measure Web-link of measures
1| 2-Aug-04 | Effective 2 August 2004, banks that were required to incorporate market risk in the http://www.bi.go.id/w
calculation of capital were made subject to a maximum net open position of 30% of | eb/en/Peraturan/Per
capital, while other banks were subject to a maximum net open position of 20% of bankan/pbi+062004
capital. Previously, banks must maintain a maximum overall on- and off-balance +english.htm
sheet position and on-balance sheet net open position, both intraday and end-day,
of 20% of capital. (No.6/20/PB1/2004)

2 | 10-Jan-05 | Effective 10 January 2005, short-term borrowing (maturities up to one year) by http://www.bi.go.id/w
banks were limited 30% of bank capital, while long-term borrowing (maturities of eb/en/Peraturan/Per
more than one year) by banks required approval by BI. Previously, banks were bankan/bir+7105.htm
allowed to receive foreign commercial borrowing with maturities of no more than
two years in an amount not exceeding the equivalent of USD 20 million a credit on
a bilateral basis without prior approval from the BI, but the banks must maintain the
total amount of such borrowings at or below a maximum of 30% of their capital.

(No.7/1/PBI/2005)

3 | 20-Jan-05 | Resident banks were prohibited from owning 'assets in the form of stock' or http://www.bi.go.id/w
'securities with an underlying reference stock' (issued by non-residents). eb/en/Peraturan/Per
(No.7/4/PBI/2005) bankan/bir+7405.htm

4 | 14-Jul-05 | If there is no underlying local investment activity, effective 14 July 2005, the limiton | http://www.bi.go.id/w
forward contracts against rupiah offered by domestic banks to non-residents was eb/en/Peraturan/Mo
reduced to the equivalent of $1 million from $3 million a customer. These neter/bir+71405.htm
restrictions do not apply to investment-related transactions, such as equity
participation, purchase of securities and provision of credit. (No.7/14/PB1/2005)

5 | 13-Oct-08 | With retroactive effect from 13 October 2008, the central bank lifted the limit on http://www.bi.go.id/N
banks' short-term foreign borrowing to 30% of capital. (BANK INDONESIA R/rdonlyres/C2E9561
REGULATION NUMBER: 10/20/PBI/2008) 4-917F-49D8-88F6-

38370ADE50F4/1801
6/PBI 102008.pdf

6 7-Jul-10 Bl imposed (re-instated) a one-month minimum holding period for all investors http://www.bi.go.id/w
(both domestic and foreign) for purchases of SBIs in both the primary and eb/en/Peraturan/Mo
secondary markets. (No.12/11/PBI/2010) neter/pbi 121110.ht

m

7 7-Jul-10 To reduce the volatility of inflows and address concerns that central bank
sterilisation was attracting further inflows, the central bank phased out one- and
three-month SBIs in favour of nine- and 12-month SBIs, and expanded the supply of
non-tradable term deposits up to six months tenor, which were only available to
banks operating in Indonesia.

8 | 1-Nov-10 | A statutory reserve requirement for rupiah deposits based on the loan-to-deposit http://www.bi.go.id/N
ratio was established and the statutory reserve requirement of 1% for deposit R/exeres/2559D180-
accounts in foreign currency was introduced. (PBI No. 12/19/PBI/2010). BF87-4A65-97CE-

A3A663CD0195.htm
9 | 1-Mar-11 | The reserve requirement on deposit accounts in foreign exchange was raised to 5% http://www.bi.go.id/N
from 1% (No. 13/10/PBI/2011). R/exeres/827B11FB-
74FD-455A-A36E-
CA2AAAFB1FBF.htm
10| 1-Jun-11 The reserve requirement on deposit accounts in foreign exchange was raised to 8% http://www.bi.go.id/N
from 5% (No.13/10/PBI/2011) R/exeres/827B11FB-
74FD-455A-A36E-
CA2AAAFB1FBF.htm
11| 13-May-11 | The minimum holding period for all investors (both domestic and foreign) for http://www.bi.go.id/w

purchases of Bank Indonesia certificates (SBIs) in both the primary and secondary
markets was lengthened from one month to six months. (No.13/13/DPM)

eb/en/Peraturan/Mo

neter/se 131311 htm
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Effective

No date Details of the Measure Web-link of measures
12| 1-Jan-13 To ensure that receipt of export proceeds takes place through a domestic foreign http://rulebook-
exchange bank in the Indonesia banking system, Bank Indonesia introduced jica.ekon.go.id/englis
regulation No. 13/20/PBI/2011 and amended it by regulation No. 14/25/PB1/2012. h/4919 14 25 PBI 20
There is no obligation to keep these funds in a domestic bank and no restriction on | 12 e.html
subsequent transfers abroad. There is also no obligation to convert the foreign
exchange into domestic currency. This requirement does not apply to agreements
signed before 2 January 2012, during a transition period that ends on 31 December
2012 (that is, the requirement became effective on 1 January 2013).
13| 1-Jul-13 Export proceeds not received through a foreign exchange bank because of a http://rulebook-

contractual arrangement for payment through a trustee outside Indonesia became
subject to requirement for receipt through a foreign exchange bank.

jica.ekon.go.id/englis
h/4919 14 25 PBI 20
12 e.html

Note 1: verification requirements on the purchase of foreign exchange introduced in December 2008 are

not included in the list.

Note 2: central bank requiring banks to submit accurate information is not about material restrictions on

capital flows, so it is not included in the list.
Note 3: dollar liquidity provision operations are not included in the list.
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Korea
From Jan 2004 to January 2013

No

Effective
date

Details of the Measure

Web-link of
measures

15-Jan-04

In order to rein in the use of NDF contracts for foreign exchange speculation, the
overbought or long positions of non-deliverable forwards between domestic and foreign
financial institutions could not exceed 110% (ie imposed a ceiling) of the overbought
position as of 14 January 2004.

19-Jan-04

The oversold or short positions of non-deliverable forwards between domestic and foreign
financial institutions were required to be more than 90% (ie imposed a floor) of the
oversold position as of 16 January 2004.

1-Apr-04

The asset/liability ratios that foreign exchange banks must maintain in foreign currencies
were increased from 80% to 85% for short-term liabilities with a maturity of less than three
months, and from 50% to at least 80% for long-term loans with a maturity of one year or
longer.

20-Apr-04

The floor on oversold or short positions of non-deliverable forwards between domestic
and foreign financial institutions was abolished.

31-Mar-05

The sum of the assets of an insurance company denominated in foreign currency must not
exceed 30% (previously, 20%) of its total assets.

1-Jul-05

The limit on individuals' overseas direct investment was raised from USD 1 million to USD
3 million.

1-Jul-05

The limit on purchase of real estate abroad by individuals intending to reside abroad for
more than two years was raised from USD 300,000 to USD 500,000.

1-Jul-05

The limit on overseas direct investment in financial and insurance companies by residents,
excluding financial institutions, was removed.

1-Jan-06

The limit for individuals to purchase real estate abroad without BOK approval was raised
from USD 500,000 to USD 1 million.

10

1-Jan-06

On 1 January 2006, the government allowed domestic asset management companies to
issue or raise funds for foreign currency-denominated indirect investment securities in
order to expand their business scope.

11

6-Jan-06

On 6 January 2006, the limit on individuals' overseas direct investment was raised from
USD 3 million to USD 10 million.

12

2-Mar-06

The limit on the repatriation requirements for proceeds from capital transactions and
invisible transactions was increased from USD 100,000 to USD 500,000. The limit on the
repatriation requirements of export proceeds was raised from USD 100,000 to USD
500,000. In particular, export earnings exceeding USD 500,000 (previously USD 100,000)
must be repatriated within one and a half years (previously six months) of receipt. These
funds, however, may be held abroad and used for overseas transactions in accordance with
the regulations on foreign exchange transactions.

13

2-Mar-06

Effective 2 March 2006, loans to non-residents exceeding the equivalent of USD 500,000
(previously, USD 100,000) must be repaid within 3 years of the maturity date.

14

2-Mar-06

The limit on purchase of real estate abroad by individuals intending to reside abroad for
more than two years was eliminated. Also, individuals were no longer obliged to sell any
overseas properties within three years of returning to Korea.

15

2-Mar-06

On 2 March 2006, the government raised the ceiling on investment in overseas funds by
indirect investment organisations (funds) from up to 5% of assets to 20%, and the ceiling
on investment in the same foreign asset management funds by funds of funds from up to
50% of total assets to 100%.

16

2-Mar-06

On 2 March 2006, all restrictions on the range of foreign securities in which residents can
invest were abolished. The government abolished the limits on foreign securities
investment by individual investors.

17

2-Mar-06

In March 2006, the limit on individuals' overseas direct investment was completely lifted.
Previously the limit was USD 10 million.

18

2-Mar-06

The overall net open position of foreign exchange banks measured by the sum of the net
short positions or the sum of the net long positions, whichever is greater, was limited to
30% (previously, 20%) of the total equity capital at the end of the previous month.

19

22-May-06

Real estate purchases abroad of less than USD 1 million for investment purposes by
individuals and firms are allowed, subject to notification to a foreign exchange bank.
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No

Effective
date

Details of the Measure

Web-link of
measures

20

22-May-06

The overall net open position (short-hand position) of foreign exchange banks measured
by the sum of the net short positions or the sum of the net long positions, whichever is
greater, was limited to 50% (previously, 30%) of the total equity capital at the end of the
previous month.

21

22-May-06

Credit and loans to non-residents in domestic currency of more than KRW 10 billion
(previously KRW 1 billion) granted by foreign exchange banks required BOK notification
(that is, notification threshold changed).

22

23-Dec-06

On 23 December 2006, in order to slow down rapid growth in private credit partly due to
increased foreign currency borrowing by banks and to stabilise property prices, the central
bank increased the reserve requirement ratio from 5% to 7% for demand deposits, money
market deposit account and other non-savings deposits, and reduced the reserve
requirement ratio from 1% to 0% for long-term savings deposits, while maintaining the 2%
reserve requirement ratio for time deposits, CDs and instalment deposits. Overall, the
average reserve requirement ratio increased from around 3% to around 3.8%. On 23
December 2006, the central bank increased the reserve requirement ratio from 5% to 7%
for demand deposits in foreign currency, while the reserve requirement ratios for the other
types of deposits remained the same.

23

26-Feb-07

Effective 26 February 2007, the definition of inward direct investments was extended to
include all domestic stocks (previously, only stocks listed on or registered with the
domestic securities markets were included; after this measure, non-listed stocks and non-
registered stocks were also included).

24

26-Feb-07

Effective 26 February 2007, the limit on purchases of real estate abroad by individuals for
investment purposes was raised from USD 1 million to USD 3 million. There were no
controls on the purchase of real estate abroad by individuals intending to reside abroad
for more than two years.

25

9-Mar-07

Effective 9 March 2007, certain examination requirements prior to inward direct
investment, including financing and appropriateness, were eliminated, except for
investments in the banking and insurance businesses.

26

19-Apr-07

The Financial Supervisory Service requested 36 foreign banks operating in Korea to slow
down short-term foreign currency borrowing.

27

01-Jun-07

The government exempted domestic asset management companies from taxation on
capital gains through overseas stock purchases in foreign investment funds.

28

01-Jan-08

In order to enhance the equity of the tax burden between domestic and foreign financial
institutions, by revising the "Enforcement Decree of the Act concerning International Tax
Adjustment", the government announced a plan to regulate short-term foreign currency
borrowing by lowering the ceiling for tax deductibility of interest expenditure resulting
from the borrowing of foreign bank branches from their headquarters, from 6 times of
their capital to 3 times, effective from 1 January 2008.

29

10-Aug-07

The Bank of Korea limited foreign currency lending to 'actual uses overseas by end users'
and 'funding domestic facilities investment by manufacturers'.

30

17-Dec-07

The threshold for exemption from the prior reporting requirement on won-denominated
loans to non-residents extended by commercial banks (and other credit institutions) was
raised from KRW 10 billion to KRW 30 billion. The threshold for exemption from the prior
reporting requirement on won-denominated securities lending to non-residents extended
by commercial banks (and other credit institutions) was raised from KRW 10 billion to KRW
50 billion.

31

14-Jan-08

The overbought or long positions of non-deliverable forwards between foreign exchange
banks and foreign financial institutions were limited to 110% of the positions at the end of
the previous month.

32

28-Jan-08

Effective 28 January 2008, the Bank of Korea allowed foreign currency lending to ‘fund
domestic facilities investment by non-manufacturers' (that is, funding capital investment
by domestic firms).

33

01-Jun-08

In June 2008, the limit on purchases of real estate abroad by individuals for investment
purposes was abolished (previously the limit was USD 3 million).

34

01-Jun-08

In June 2008, the government raised the ceiling on enterprises' integrated management of
overseas funds from USD 10 million to USD 30 million.

35

14-Jul-08

In order to encourage foreign banks' domestic branches to expand borrowing from their
headquarters, the government announced that the tax deductibility ceiling for foreign
bank branches would be raised back from 3 times of their capital to 6 times, effective for
2008 business year (which starts on 1 January 2008 and ends on 31 December 2008).
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Web-link of
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36

8-Sep-08

Effective 8 September 2008, the limitation of 110% on overbought or long positions of
non-deliverable forwards between foreign exchange banks and foreign financial
institutions was abolished.

37

27-0ct-08

The Bank of Korea allowed foreign currency borrowing by domestic exporters for payment
of knock-in-knock-out and other currency option transactions.

38

01-Dec-08

The Bank of Korea abolished restrictions on the rollover of foreign currency lending for use
as working capital procured before 10 August 2007.

39

01-Mar-09

In March 2009, the "Standard Guideline concerning the Exchange Risk Management of
Public Institutions" was revised to ease curbs on domestic public institutions' overseas
borrowing. (BOK Annual Report 2009)

40

01-May-09

In May 2009, the government revised the "Special Tax Treatment Control Act" to provide
non-residents with a favourable tax reduction or exemption when paying transfer tax on
the acquisition of unsold apartments or paying income tax on dividend income for funds
that invested to purchase unsold apartments. The government also established a fund
exclusively for overseas Koreans and lowered the withholding tax rate on dividend income
for the fund.

41

21-May-09

The government announced the removal of withholding tax on bond (government bonds
and central bank paper) interest income of non-residents, other tax benefits and relaxation
of restrictions on foreign currency deposits by non-residents and foreign currency
borrowing by residents. Through the revision of the "Income Tax Act" and the "Corporate
Tax Act", foreigners were exempted from paying tax on interest rate income and capital
gains arising from their investment in government bonds.

42

01-Jan-10

In order to avoid excessive regulatory costs associated with compliance of stringent 7-day
gap ratio, the required ratio of "(foreign currency assets with residual maturity of less than
seven days) minus (foreign currency liabilities with residual maturity of less than seven
days)" to "total foreign currency assets with residual maturity of less than seven days" was
lowered from at or above zero to at or above -3%.

43

01-Jan-10

The authorities capped corporate FX hedging limit to 125% of real transactions (export and
import) being hedged when domestic banks and foreign bank branches sell FX derivatives
products (including forward transactions) to corporates.

44

01-Jan-10

Effective 1 January 2010, the authorities strengthened the mid-to-long-term funding
resources ratio by changing the definition of mid-to-long-term funding from the maturity
of one year or longer to the maturity of longer than one year, and also by raising the
minimum required ratio of mid-to-long-term funding to mid-to-long-term lending in
foreign loan portfolios from 80% to 90%.

45

01-Jul-10

Effective 1 July 2010, the authorities changed the liquidity weightings applied to foreign
exchange assets in the calculation of the 7-day, 1-month and 3-month FX liquidity ratios
from '100% for all asset classes' to '35%~100% depending on the recoverability or
marketability of each asset class', in order to reflect the recoverable rate of FX assets
during a liquidity crunch. The application of these new liquidity weights resulted in
significant reductions in the 7-day, 1-month and 3-month FX liquidity ratios.

46

01-Jul-10

Effective 1 July 2010, the authorities introduced mandatory minimum holdings of safe
foreign currency assets, under which domestic banks should hold safe foreign currency
assets at least (1) 2% of the total foreign currency assets, or (2) the maximum possible
amount of withdrawal of foreign currency liabilities within two months. Here, banks’ safe
foreign exchange asset holdings comprise (1) government bonds rated higher than A, (2)
deposits in the central banks of countries rated higher than A, and (3) corporate bonds
rated higher than A.

47

01-Jul-10

Purchases of domestic facilities with foreign-currency-denominated loans are generally no
longer an exception to the mandatory "overseas use only” policy; the exception may only
be applied to small- and medium-size manufacturers for the purposes of purchasing
domestic facilities.

48

01-Aug-10

The maximum derivatives trading limit, including forward transactions, for corporate clients
was reduced from 125% to 100% of real transactions (import and export) being hedged.

49

01-Aug-10

Effective 1 August 2010, the authorities strengthened the mid-to-long-term funding
resources ratio by including foreign currency-denominated securities held to maturity in
the calculation of mid-to-long-term loans, and by the minimum required ratio of mid-to-
long-term financing to mid-to-long-term lending in foreign loan portfolios from 90% to
100%.
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50

01-Aug-10

Effective 1 August 2010, the banks were required to meet the foreign currency liquidity
ratios on a daily basis voluntarily and report their daily foreign currency liquidity ratios to
the authorities every month.

51

09-Oct-10

The maximum limits on banks’ foreign exchange derivative contracts (including futures, FX
swaps, currency swaps and NDFs) were set at 50% (domestic banks) and 250% (foreign
bank branches) of bank capital in the previous month, in order to control banks' short-
term debt and to indirectly reduce external borrowing by the banking sector by limiting
derivatives positions. This measure was introduced in July 2010 with a three-month grace
period to help financial institutions and companies carry out financial and real trade
transactions without the imposition of excessive burden.

52

0l-Jan-11

Effective 1 January 2011, the authorities reintroduced a withholding tax of 14% on interest
income and of 20% on trading income (capital gains) from bond (government bonds and
central bank paper (so called Monetary Stabilisation Bonds)) holding of both foreign
investors and domestic investors, in order to limit the influence of foreign investors on the
domestic market and slow inflows in the bond market. This was done through the
amendment of the "Income Tax Act" and the "Corporate Tax Act" in December 2010.

53

1-Jun-11

The maximum limits on banks’ foreign exchange derivative contracts were reduced from
50% to 40% (domestic banks) and from 250% to 200% (foreign bank branches) of the
previous month's bank capital.

54

25-Jul-11

Investment by foreign exchange agencies in domestically-issued foreign-currency
denominated bonds issued for Korean won financing were restricted, and these agencies
were required to sell bonds that are issued for the purpose of converting the proceeds into
won. This measure was introduced from 25 July 2011 to deal with banks and foreign bank
branches circumventing regulations designed to limit foreign borrowing.

55

01-Aug-11

In order to reduce capital flow volatility, to encourage long-term and stable sources of
foreign currency funding and to collect funds for potential relief loans to banking sector
and helping economy cope with external shocks, the government charged
Macroprudential Stability Levy on non-deposit foreign currency liabilities of domestic
banks and foreign bank branches in Korea: 0.2% levy for liabilities with maturity of less
than one year; 0.1% levy for liabilities with maturity equal to or greater than one year and
less than three years; 0.05% for liabilities with maturity equal to or greater than three years
and less than five years; and 0.02% for liabilities with maturity of five years and more.
These levy rates were announced in July 2011. In its first announcement in December 2010,
the levy rates were 0.05% for liabilities with maturity of three years and more, while the
other rates for the shorter maturities were the same.

56

01-Jan-13

The maximum limits on banks’ foreign exchange derivative contracts were reduced from
40% to 30% (domestic banks) and from 200% to 150% (foreign bank branches) of the
previous month's bank capital.

57

1-Jan-13

In order to provide incentives for banks to attract foreign currency deposits instead of
foreign currency wholesale funding, the government and the Bank of Korea allowed
deduction of banks' foreign currency deposits when they calculate their foreign currency
liabilities subject to the imposition of the Macroprudential Stability Levy. This method was
applied to the levy to be paid from business year of 2013.
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Malaysia
From Jan 2004 to April 2013

No| Effective date | Details of the Measure Web-link of
measures

1 01-Apr-04 The limits on ringgit loans by banking institutions to non-residents (excluding
stockbroking companies, custodian banks and correspondent banks) for any purpose
(excluding the purchase or construction of immovable property or the purchase of land
only) to finance activities in the real sector in Malaysia were raised to an aggregate of
RM 10 million (previously, RM 200,000).

2 01-Apr-04 Resident banks and nonbanks were permitted to extend credit facilities to non-
residents to finance or refinance the purchase or construction of any immovable
property in Malaysia (excluding financing for purchase of land only) up to a maximum
of three property loans in aggregate.

3 11-Sep-04 Effective 11 September 2004, tax exemption was given on interest income derived by BNM Annual
non-resident companies from ringgit-denominated Islamic securities and debentures, Report 2004,
excluding convertible loan stocks, approved by Securities Commission and securities page 207
issued by the Government of Malaysia. According to Exhibit 6 of Chan, Ahmand and
Wooldridge (2007), this measure was partial abolishment of the withholding tax.

4 1-Apr-05 Residents were permitted to enter into forward contracts with licensed onshore banks http://www.bn
and approved merchant banks to hedge exposures related mainly to anticipated m.gov.my/inde
transactions (previously limited to firm commitments only), as well as exposures arising x.php?ch=en pr
from approved investments abroad. (Press Release 23 Mar 2005) ess&pg=en pre

ss all&ac=994
&lang=en

5 1-Apr-05 Non-residents were permitted to enter into forward contracts with licensed onshore http://www.bn
banks and approved merchant banks mainly to hedge exposures with respect to m.gov.my/inde
payments or receipts for current transactions and to committed outflows and inflows x.php?ch=en pr
out of, or into, ringgit assets, subject to certain conditions. (Press Release 23 Mar 2005) | ess&pg=en pre

ss all&ac=994
&lang=en

6 1-Apr-05 Residents (individuals or companies on a corporate group basis) without domestic http://www.bn
ringgit credit facilities were allowed to invest abroad any amount of own foreign m.gov.my/inde
currency held onshore or offshore, up to RM 10 million from a foreign currency facility, x.php?ch=en pr
and any amount of ringgit converted into foreign currency. (Press Release 23 Mar 2005) | ess&pg=en pre
Residents (individuals or companies on a corporate group basis) with domestic ringgit ss all&ac=994
credit facilities were allowed to invest abroad any amount of own foreign currency held | &lang=en
onshore or offshore, up to RM 10 million from a foreign credit facility, or ringgit
converted to foreign currency, subject to limits of RM 10 million a calendar year on a
corporate group basis for companies, and RM 100,000 a calendar year for individuals.

(Press Release 23 Mar 2005)

7 1-Apr-05 The limit on foreign currency credits obtained by residents companies from non- http://www.bn
residents was raised from RM 5 million to RM 50 million in aggregate on a corporate m.gov.my/inde
group basis, and the limit on foreign currency credits obtained by resident individuals x.php?ch=en pr
from non-residents was raised from RM 5 million to RM 10 million. No limit applies to ess&pg=en pre
the tenure of onshore foreign currency trade financing. Offshore trade financing for ss all&ac=994
non-export purposes is subject to a limit of RM 5 million. Trade financing for export &lang=en
must be obtained onshore and is not subject to any limits on amount or tenure. (Press
Release 23 Mar 2005)

8 1-Apr-05 Resident fund and asset management companies were allowed to invest abroad up to http://www.bn
(1) 100% of funds managed on behalf of non-residents and resident clients with no m.gov.my/inde
domestic ringgit credit facilities and (2) 30% of total funds managed on behalf of x.php?ch=en pr
resident clients with domestic ringgit credit facilities. (Press Release 23 Mar 2005) ess&pg=en _pre

ss all&ac=994
&lang=en

9 1-Apr-05 The limit on investments abroad for investment-linked funds offered by resident http://www.bn
insurers was increased to 30% from 10% pf the total NAV of the funds. (Press Release m.gov.my/inde
23 Mar 2005) x.php?ch=en pr

ess&pg=en pre
ss all&ac=994
&lang=en
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Web-link of

No| Effective date | Details of the Measure
measures
10 1-Apr-05 Resident unit trust management companies were allowed to invest abroad up to 30% http://www.bn
and 100% of NAV attributable to resident and non-resident subscribers, respectively. m.gov.my/inde
(Press Release 23 Mar 2005) x.php?ch=en pr
ess&pg=en pre
ss all&ac=994
&lang=en
11| 01-Apr-05 Resident insurers and takaful operators were allowed to invest abroad up to 5% of their | http://www.bn
margins of solvency or total assets, and up to 30% of the NAV of investment-linked m.gov.my/files/
funds marketed by them. (Foreign Exchange Administration Policies, Annex of Annual publication/ar/
Report 2004) en/2004/zcpl4
001.pdf
12 07-Apr-06 Restricted investment scheme (collective investment securities funds of limited
distribution to sophisticated investors) were allowed to invest in foreign securities
subject to prior approval by BNM and the Securities Commission.
13 01-Jan-07 The FIC Guidelines on Property on the acquisition of residential properties valued at not
less than RM 250,000 for personal use by foreign investors were relaxed.
14 10-Jan-07 Reserve requirements on foreign currency deposit liabilities were removed.
15| 18-Jan-07 The sublimit for investment in any one foreign jurisdiction of 2% of an insurer’s solvency
margin was removed. A licensed insurer continued to be allowed to invest abroad up to
a maximum of 5% of its margin of solvency (overall limit).
16| O01-Apr-07 Residents were allowed to hedge foreign currency loan repayment up to the full http://www.bn
amount of the underlying commitment (previously, commitment was limited to 24 m.gov.my/inde
months). (KL.EC 100/6/2007/3(b) x.php?ch=190&
pg=595&ac=3
&bb=file
17| 01-Apr-07 The requirement that non-residents reinvest the proceeds of the sale of ringgit assets
prior to the maturity of a forward foreign exchange contract within seven business days
was abolished.
18| 01-Apr-07 Resident companies were authorised to use the proceeds from the listing of shares http://www.bn
through initial public offerings on the main board of the Bursa Malaysia for offshore m.gov.my/inde
investment. (KL.EC 100/6/2007/7(b) x.php?ch=190&
pg=595&ac=7
&bb=file
19| 01-Apr-07 The amount resident companies (on a corporate group basis) with domestic ringgit http://www.bn
borrowing facilities are permitted to invest in foreign currency assets through m.gov.my/inde
conversion of ringgit into foreign currency was increased to RM 50 million a calendar x.php?ch=190&
year from the previous limit of RM 10 million. The amount resident individuals with pg=595&ac=7
domestic ringgit borrowing facilities may invest in foreign currency assets through &bb=file
conversion of ringgit into foreign currency was increased to RM 1 million a calendar
year from the previous limit of RM 100,000. Investment in foreign currency assets,
amongst others, include (1) lending to non-residents, (2) placement of foreign currency
funds onshore and offshore, and (3) purchase of approved foreign currency investment
products marketed by licensed onshore banks and any resident permitted by the
Controller of Foreign Exchange. (KL.EC 100/6/2007/7(b)
20| 01-Apr-07 Non-resident companies were authorised to use abroad proceeds from the listing of http://www.bn
shares through an initial public offering on the main board of the Bursa Malaysia. (KL.EC | m.gov.my/inde
100/6/2007/7(b)) x.php?ch=190&
pg=595&ac=7
&bb=file
21| 01-Apr-07 The amount insurance companies and takaful operators of investment-linked funds may | http://www.bn
invest in foreign currency assets was increased from 30% to 50% of the total NAV of the | m.gov.my/inde
funds. (KL.EC 100/6/2007/7(b) x.php?ch=190&
pg=595&ac=7
&bb=file
22| 01-Apr-07 Resident unit trust companies were authorized to invest in foreign currency assets up to | http://www.bn
50% of the NAV (previously, 30%) attributable to residents. (KL.EC 100/6/2007/7(b) m.gov.my/inde
x.php?ch=190&
pg=595&ac=7
&bb=file
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Web-link of

No| Effective date | Details of the Measure
measures
23| 01-Apr-07 Resident fund management companies were authorized to invest up to 50% of funds of | http://www.bn
resident clients with domestic credit facilities (previously, 30%). (KL.EC 100/6/2007/7(b) m.gov.my/inde
x.php?ch=190&
pg=595&ac=7
&bb=file
24| 01-Apr-07 Effective 1 April 2007, residents were allowed to issue foreign currency bonds in http://www.bn
Malaysia. This measure increases foreign currency borrowing by residents, so classified m.gov.my/inde
as loosening inflows. (KL.EC 100/6/2007/8(b) x.php?ch=190&
pg=595&ac=8
&bb=file
25| O01-Apr-07 Non-residents were allowed to issue foreign currency bonds in Malaysia. (KL.EC http://www.bn
100/6/2007/8(b) m.gov.my/inde
x.php?ch=190&
pg=595&ac=8
&bb=file
26| 01-Apr-07 Effective 1 April 2007, limits on residents' borrowing in foreign currency were increased http://www.bn
from RM 50 million to RM 100 million for resident companies (including financial m.gov.my/inde
institutions other than licensed onshore banks) on a corporate group basis, and from x.php?ch=190&
RM 5 million to RM 10 million for resident individuals from non-residents (licensed pg=595&ac=8
onshore banks) as well as through issuance of foreign currency bonds in Malaysia. &bb=file
Approval is required for amounts exceeding the above limits. Licensed onshore banks
were already allowed to borrow freely in foreign currency from non-residents. (KL.EC
100/6/2007/8(b)
27| 01-Apr-07 Non-residents were allowed to obtain an unlimited number of property loans. Non- http://www.bn
residents may borrow from residents to finance investments related to any number of m.gov.my/micr
properties. Previously, non-residents were not allowed to obtain more than three osites/fxadmin/
property loans. (KL.EC 100/6/2007/3(b)-10(b) circulars/20070
401 01.pdf
28| 01-Apr-07 Nonbank residents became eligible to lend foreign exchange to non-residents up to the | http://www.bn
following limits: (1) Residents without ringgit credit facilities may lend any amount. (2) m.gov.my/inde
Resident companies and individuals with ringgit credit facilities may lend up to RM 50 x.php?ch=190&
million and RM 1 million a year, respectively. (KL.EC 100/6/2007/5(b) pg=595&ac=5
&bb=file
29 1-Apr-07 The net open position limit of licensed onshore banks, previously capped at 20% of the http://www.bn
banks’ capital base, was abolished. (Press Release 1 Apr.2007) m.gov.my/inde
x.php?ch=8&p
g=14&ac=1406
30 1-Apr-07 The limit imposed on licensed onshore banks for foreign currency accounts maintained http://www.bn
by residents was abolished. This is about maintenance of accounts abroad. (Press m.gov.my/inde
Release 1 Apr.2007) x.php?ch=8&p
g=14&ac=1406
31| 01-Apr-07 The amount licensed insurers may invest abroad was increased from 5% to 10 % of their | http://www.bn
solvency margin. (Foreign Exchange Administration Policies, Annex of Annual Report m.gov.my/files/
2007) publication/ar/
en/2007/zcp07
001.pdf
32 01-Oct-07 Effective 1 October 2007, resident unit trusts and fund management companies were http://www.bn
allowed to invest abroad up to (1) 100% of the NAV of Islamic funds, (2) 100% of the m.gov.my/files/
NAV of funds managed on behalf of non-residents and resident clients with no publication/ar/
domestic ringgit credit facilities, and (3) 50% of the NAV or total funds managed on en/2007/zcp07
behalf of resident clients with domestic ringgit credit facilities. (Foreign Exchange 001.pdf
Administration Policies, Annex of Annual Report 2007)
33| 28-May-08 Licensed onshore banks and other residents were allowed to lend any amount in ringgit | http://www.bn
to non-resident nonbank companies and individuals to finance activities in the real m.gov.my/micr
sector in Malaysia. Previously, the limit was up to RM 10 million. (KL.EC 100/6/2008/2 osites/fxadmin/
(b) circulars/20080
528.pdf
34| 28-May-08 Resident companies were authorised to borrow any amount in foreign currency from (1) | http://www.bn
a non-resident nonbank parent company, (2) other resident companies within the same | m.gov.my/micr

corporate group in Malaysia, and (3) licensed onshore banks and licensed IIBs. (KL.EC
100/6/2008/2 (b)

osites/fxadmin/
circulars/20080
528.pdf
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Web-link of

No| Effective date | Details of the Measure
measures

35| 28-May-08 Resident companies were authorized to borrow any amount in ringgit from non- http://www.bn
resident nonbank parent companies to finance activities in the real sector in Malaysia m.gov.my/micr
and up to RM 1 million from other non-residents for use in Malaysia. (KL.EC osites/fxadmin/
100/6/2008/2 (b) circulars/20080

528.pdf

36| 28-May-08 Resident individuals were allowed to borrow in ringgit up to RM 1 million in aggregate http://www.bn
from non-resident nonbank companies or individuals for use in Malaysia. Previously, m.gov.my/micr
borrowing in ringgit of any amount from non-residents required permission from the osites/fxadmin/
Controller of Foreign Exchange. (KL.EC 100/6/2008/2 (b) circulars/20080

528.pdf

37 01-Jan-09 Licensed insurers were required to hold an additional 8% of capital on mismatched http://www.bn
currency positions. (BNM/RH/GL 003-24 version 3.0 p.30) m.gov.my/guid

elines/02 insur
ance takaful/01
capital adequa
cy/gl 003 24 2
00613.pdf

38| 18-Feb-09 Foreign-incorporated collective investment schemes became eligible to be offered and
marketed in Malaysia to Malaysian investors, provided they are from a recognised
jurisdiction listed in Appendix I of the Securities Commission’s Guidelines on Offering,

Marketing, and Distribution of Foreign Funds.

39| 27-Apr-09 Non-residents became eligible to participate in the equity of (1) commercial banks, not http://www.pm
exceeding 30%; (2) investment banks, not exceeding 70%; (3) insurance companies, not 0.gov.my/?men
exceeding 70% (Foreign equity limits above 70% are considered on a case-by-case basis | u=news&news
for insurance industry. Existing foreign insurers that participate in the process are id=44&news ca
accorded flexibility in meeting the divestment requirement; (4) takaful operators, not t=4&page=172
exceeding 70%.); (5) international Islamic banks, up to 100%; and (6) Islamic banks, not o#
exceeding 70%. (Press Release 27 Apr.2007)

40| 02-Apr-10 Residents may pay non-residents for derivatives transactions (other than currency http://www.bn
derivatives contracts) on specified exchanges (under the CMSA) via a resident futures m.gov.my/micr
broker as follows: (a) for hedging purposes—no limit; and (b) for any other purpose, osites/fxadmin/
subject to prevailing limits on investment in foreign currency assets, up to RM 10 circulars/20100
million a calendar year (companies) and RM 1 million a calendar year (individual) on 405.pdf
residents with domestic ringgit borrowing. (KL.EC 100/6/2010/3 (b)

41| 18-Aug-10 BNM abolished the cap on hedging by residents (with licensed onshore banks and http://www.bn
licensed IIBs) for anticipated current account transactions, which previously limited the m.gov.my/micr
amount that could be hedged to the cumulative amount received or paid in the osites/fxadmin/
preceding 12 months. (KL.EC 100/6/2010/6 (b) circulars/20100

818.pdf

42| 18-Aug-10 Resident companies may borrow any amount in foreign currency from non-resident http://www.bn
nonbank-related companies, including the ultimate holding, parent/head office, m.gov.my/micr
subsidiary/branch, associate, or sister (common shareholder) company (previously, this osites/fxadmin/
applied only to non-resident nonbank parent/head office companies). (KL.EC circulars/20100
100/6/2010/6 (b) 818.pdf

43| 15-Oct-10 During the presentation of the 2011 Budget on October 15, 2010, the Government has http://www.law
given approval for the Employees Provident Fund (EPF) to invest up to 20 percent net.com.my/law
(previously, up to 7 percent) of the size of its funds abroad. As of December 2010, in netpublic/Spee
terms of book value, the EPF invested approximately 9.77 per cent of total assets ch2011.pdf
globally. As of end-2010, it intended to carefully allocate up to 20 per cent of its total
funds into global investment by 2013. (Annual Report 2010 of the EPF). The EPF had
about USD 117 billion under management as of June 2010, implying potential outflows
of up to USD 15 billion.

44 1-Jun-11 The RM 5 million limit on foreign currency trade financing obtained by residents from http://www.bn
non-residents is no longer applicable. Residents may obtain foreign currency credit m.gov.my/micr
facilities, including trade financing facilities, from non-residents up to the prevailing osites/fxadmin/
aggregate limit equivalent to RM 100 million for companies on a corporate group basis | circulars/20110
and RM 10 million for individuals. (KL.EC 100/6/2011/3 (b) 530 Circular let

ter DIA Public.
pdf
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No

Effective date

Details of the Measure

Web-link of
measures

45

1-Jun-11

Resident companies are free to borrow in ringgit any amount from non-resident,
nonbank, related companies to finance activities in the real sector in Malaysia. (KL.EC
100/6/2011/3 (b)

http://www.bn
m.gov.my/micr
osites/fxadmin/

circulars/20110
530 Circular let

ter DIA Public.
pdf

46

1-Jun-11

Resident companies that meet the prudential requirements stipulated by the BNM may
undertake any amount of direct investment abroad. (KL.EC 100/6/2011/3 (b)

http://www.bn
m.gov.my/micr
osites/fxadmin/
circulars/20110
530 Circular let
ter DIA Public.

pdf

47

1-Jul-12

The minimum value for the acquisition of residential property by foreigners was raised
from RM 250,000 to RM 500,000.

http://www.pro

pertyinmalaysia
.com/regulation
s-quidelines-
can-foreigners-
buy-property-
in-malaysia.php

48

31-Jan-12

Licensed domestic banks may undertake settlement in ringgit or a foreign currency
equivalent with nonbank non-residents for ringgit-denominated interest rate derivatives
offered by the licensed domestic bank to the nonbank non-resident. (KL.EC
100/6/2012/1 (b)

http://www.bn

m.gov.my/micr
osites/fxadmin/
circulars/20120
130 circular do
mestic financial
markets.pdf

Note 1: when approval requirements change into registration requirement, we do not include them in the

list.

Note 2: entry into market of new players such as investment banks is not counted in here.

Note 3: resident companies paying other resident companies in foreign currency are not included in the

list.
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Philippines
From Jan 2004 to Dec 2012

No Efgeactt;ve Details of the Measure Web-link of measures

1 4-Jun-04 Foreign Currency Deposit Units (FCDUs) and Expanded Foreign Currency Deposit | http://www.bsp.gov.ph/
Units (EFCDUs) of domestic banks were allowed to engage in repurchase regulations/regulations.
agreements involving foreign currency-denominated government securities (that | asp?id=156
is, to borrow in foreign currency), subject to the following conditions. (a) The
repurchase agreements shall involve only government securities held as Trading
Account Securities under the foreign currency deposit unit (FCDU)/expanded
FCDU (EFCDU) books; (b) The government securities subject of repurchase
agreements are to be booked under the account "Government Securities Sold
under Repurchase Agreements - FCDU/EFCDU"; (c) The borrowings shall only be
from FCDUs/EFCDUs, non-resident financial institutions and offshore banking
units; (d) The maximum term of the repurchase agreements shall be one (1) year;

(e) The borrowings shall be booked under "Bills Payable" and included in the
computation of the total FCDU/EFCDU liabilities subject to the mandatory 100%
asset cover and 30% liquidity cover; (f) The government securities used as
collateral of the borrowing and any margin (in the form of cash or securities) that
the lender will collect from the bank anytime the market value of the
collateralized securities fall below the amount of the loan shall be considered as
eligible asset cover for the 100% cover requirement of the said borrowings. Any
excess in the value if the securities or cash used as collateral in a repurchase
arrangement cannot be used as cover for the other FCDU/EFCDU liabilities; (g)
The government securities used as collateral of the borrowings and any margin
(in the form of cash or securities) that the lender will collect from the bank
anytime the market value of the collateralized securities fall below the amount of
the loan shall not be eligible for the 30% liquid asset cover requirement; (h)
Banks shall, at all times, comply with the 100% FCDU/EFCDU asset cover and 30%
liquidity cover; and (i) Banks shall monitor and assess the risks inherent in these
repurchase transaction. (Circular no 433)

2 | 27-Jan-05 | EFCDUs of universal or commercial banks without expanded derivatives authority | http://www.bsp.gov.ph/
are permitted to invest, for their own account, in foreign-currency-denominated requlations/reqgulations.
structured products issued by banks and special purpose vehicles of high credit asp?id=121
quality, provided (1) the revenue streams are linked only to interest rate indices
and/or foreign exchange rates other than those that involve the peso, and (2) the
minimum total return of such investments is now lower than zero. (Circular no
466)

3 3-Feb-05 All universal and commercial banks with expanded derivative authority were http://www.bsp.gov.ph/
permitted to invest in securities overlying any tranches of securitization regulations/regulations.
structures. Universal banks and commercial banks without expanded derivatives asp?id=1789
authority were permitted to invest only in securities overlying tranches of
securitization structures that were rated at least. A, or its equivalent, by a BSP-
recognized credit rating agency. (Circular no 468)

4 2-Apr-07 The maximum amount of foreign exchange a bank could sell to a resident for any | http://www.bsp.gov.ph/
nontrade purpose (excluding payments related to foreign loans and investments) | regulations/regulations.
without documentation was increased to $10,000 or its equivalent. For sales in asp?id=1737
excess of the limit, a resident must submit the prescribed supporting documents.

The "no splitting rule,” which required that cumulative sales to a resident within a
20-day period not exceed the maximum amount of foreign exchange that can be
sold to a resident, was eliminated. Notarization is no longer required for
applications to purchase foreign exchange exceeding $10,000. (Circular no 561,
section 2)

5 2-Apr-07 The amount of foreign exchange that may be purchased by residents from banks | http://www.bsp.gov.ph/
to fund their outward investment without BSP approval and registration was regulations/regulations.
increased (from USD 6 million) to USD 12 million per investor a year. (Circular no asp?id=1737
561, section 44)

6 2-Apr-07 Banks' allowable open foreign exchange position (either overbought or oversold) | http://www.bsp.gov.ph/
was set at the lower of 20% of their unimpaired capital or USD 50 million. regulations/regulations.
Previously, the limit on a bank's long (overbought) foreign exchange positions asp?id=1737
was 2.5% of its unimpaired capital or the equivalent of USD 5 million, whichever
was smaller, while no limit applied on short (oversold) foreign exchange
positions. (Circular no 561, section 1)
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Effective

No date Details of the Measure Web-link of measures

7 | 21-Jan-08 | Authorised agent banks (AABs) were permitted to sell foreign exchange for http://www.bsp.gov.ph/
advance payment of imports, whether full or partial, up to $100,000 or its regulations/regulations.
equivalent without BSP approval; larger amounts must be referred to the BSP for | asp?id=1976
approval. Previously, financing for advance payment of imports was not allowed.

(Circular no 590, section 13)

8 | 21-Jan-08 | The limit for purchasing foreign exchange for nontrade current account http://www.bsp.gov.ph/
transactions (excluding payments related to foreign loans and investments) regulations/regulations.
without supporting documents from AABs and AAB-forex corporations was asp?id=1976
increased (from USD 10,000) to USD 30,000 an application. (Circular no 590,
section 2)

9 | 21-Jan-08 | Residents were allowed to freely invest abroad without BSP approval up to $30 http://www.bsp.gov.ph/
million or its equivalent (previously, $12 million) an investor a year, or a fund a regulations/regulations.
year for qualified investors, if funded by foreign exchange purchased from the asp?id=1976
banking system. (Circular no 590, section 44)

10| 21-Jan-08 | FCDUs of thrift banks and rural banks were allowed to borrow from foreign banks | http://www.bsp.gov.ph/
abroad, offshore banking units, and EFCDUs of commercial banks regardless of requlations/requlations.
maturity. (Previously there was a short-term maturity restrictions.) (Circular no asp?id=1976
590, section 72.1)

11| 21-Jan-08 Qualified investors (investment firms and collective investment funds) were http://www.bsp.gov.ph/
allowed to purchase foreign exchange from AABs to fund outward investments regulations/regulations.
up to $30 million a fund a year. Qualified investors may apply for a higher annual | asp?id=1976
investment limit with the BSP. (Circular no 590, section 44)

12| 31-Oct-08 | Net unrealised losses arising from marking-to-market of financial assets/liabilities | http://www.bsp.gov.ph/
and revaluation of third currencies to USD in the FCDU/EFCDU book were requlations/requlations.
exempted until March 31, 2009, from the calculation of banks' FCDU/EFCDU asp?id=2265
asset cover requirement. (Circular no 629)

13| 8-Mar-09 Private banks’ foreign borrowings exceeding one year that are intended for http://www.bsp.gov.ph/
relending no longer require BSP approval. Previously, medium- and long-term regulations/regulations.
loans for relending required BSP approval and registrations. (Circular no 645, asp?id=2334
section 4) http://www.bsp.gov.ph/

regulations/regulations.
asp?id=2265

14| 1-Apr-09 The exemption of unrealized mark-to-market losses from the calculation of http://www.bsp.gov.ph/
banks’ FCDU asset cover requirement that had been introduced on 30 October regulations/regulations.
2008 was eliminated as planned. (Circular nos 651 and 629) asp?id=2363

15| 27-May-09 | BSP-registered foreign exchange dealers (FXDs) and money changers (MCs) http://www.bsp.gov.ph/
(both are nonbank BSP-supervised entities) were allowed to sell foreign regulations/regulations.
exchange for advance payment of imports, regardless of amount, on submission asp?id=2378
of required documents. Previously, AAB-forex corporations, FXDs and MCs were
not allowed to sell foreign exchange for advance payment of imports. (Circular
no 652 D)

16| 27-May-09 | BSP-registered FXDs and MCs were allowed, on submission of the required http://www.bsp.gov.ph/
application form, to sell foreign exchange for nontrade current account purposes | regulations/regulations.
up to $10,000 or its equivalent without need for supporting documents. asp?id=2378
Purchases by residents for transactions exceeding $10,000 require submission of
the required supporting documents. (Circular no 652 A)

17| 27-May-09 | Residents may purchase foreign exchange from FXDs and MCs for outward http://www.bsp.gov.ph/
investments regardless of amount, provided such purchases are supported by regulations/regulations.
documents prescribed under existing regulations. (Circular no 652 C) asp?id=2378

18| 19-Aug-10 | All dividends earned by banks from a subsidiary or an affiliate abroad should be http://www.bsp.gov.ph/
inwardly remitted to the Philippines no later than sixty days after the date of regulations/regulations.
payment. Effective 19 August 22010, reinvestment of said dividend proceeds or asp?id=2574
deposits/placements thereof in the investor banks' accounts at foreign
correspondent banks abroad were deemed compliance with these requirements.

(Circular no 692)
19| 19-Aug-10 | AABs and/or AAB-foreign exchange corporations were permitted to sell foreign http://www.bsp.gov.ph/

exchange for advance payment for imports, whether full or partial, up to US$1
million (previously, US$100,000) or its equivalent without BSP approval. (Circular
no 698, section 13)

regulations/regulations.
asp?id=2630

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures 79



http://www.bsp.gov.ph/regulations/regulations.asp?id=2630
http://www.bsp.gov.ph/regulations/regulations.asp?id=2630
http://www.bsp.gov.ph/regulations/regulations.asp?id=2630
http://www.bsp.gov.ph/regulations/regulations.asp?id=2574
http://www.bsp.gov.ph/regulations/regulations.asp?id=2574
http://www.bsp.gov.ph/regulations/regulations.asp?id=2574
http://www.bsp.gov.ph/regulations/regulations.asp?id=2378
http://www.bsp.gov.ph/regulations/regulations.asp?id=2378
http://www.bsp.gov.ph/regulations/regulations.asp?id=2378
http://www.bsp.gov.ph/regulations/regulations.asp?id=2378
http://www.bsp.gov.ph/regulations/regulations.asp?id=2378
http://www.bsp.gov.ph/regulations/regulations.asp?id=2378
http://www.bsp.gov.ph/regulations/regulations.asp?id=2363
http://www.bsp.gov.ph/regulations/regulations.asp?id=2363
http://www.bsp.gov.ph/regulations/regulations.asp?id=2363
http://www.bsp.gov.ph/regulations/regulations.asp?id=2334
http://www.bsp.gov.ph/regulations/regulations.asp?id=2334
http://www.bsp.gov.ph/regulations/regulations.asp?id=2334
http://www.bsp.gov.ph/regulations/regulations.asp?id=2334
http://www.bsp.gov.ph/regulations/regulations.asp?id=2334
http://www.bsp.gov.ph/regulations/regulations.asp?id=2334
http://www.bsp.gov.ph/regulations/regulations.asp?id=2265
http://www.bsp.gov.ph/regulations/regulations.asp?id=2265
http://www.bsp.gov.ph/regulations/regulations.asp?id=2265
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976
http://www.bsp.gov.ph/regulations/regulations.asp?id=1976

Effective

No date Details of the Measure Web-link of measures
20| 24-Nov-10 | AABs and/or AAB-foreign exchange corporations may sell foreign exchange to http://www.bsp.gov.ph/
non-resident tourists or “balikbayans” (Filipinos resident abroad) in the amount regulations/regulations.
shown to have been sold by them for pesos to said entities. Departing non- asp?id=2630
resident tourists or balikbayans may reconvert at airports or other ports of exit
unspent pesos up to US$5,000 (previously, US$200) or its equivalent in foreign
currency calculated at prevailing exchange rates, without proof of previous sale
of foreign exchange for pesos. (Circular no 698, section 3)
21| 24-Nov-10 | Purchases of foreign exchange from AABs and/or AAB-foreign exchange http://www.bsp.gov.ph/
corporations for nontrade current account transactions (excluding payments regulations/regulations.
related to foreign loans and investments) were permitted up to US$60,000 asp?id=2630
(previously, US$30,000) or its equivalent in other foreign currency on submission
of an application form without supporting documents. Purchases by residents for
nontrade transactions exceeding US$60,000 (previously, US$30,000) require
submission of an application form and presentation of prescribed supporting
documents. (Circular no 698, section 2)
22| 24-Nov-10 | AABs and/or AAB-foreign exchange corporations may sell foreign exchange for http://www.bsp.gov.ph/
prepayments (i.e., payments before original due dates) of MLT private sector regulations/regulations.
loans (including bonds and notes) that are not publicly guaranteed and are asp?id=2630
covered by a BSP registration document without BSP approval, provided, among
other things, the foreign exchange purchases do not exceed US$50 million a day
and a notice of intended prepayment was submitted to the BSP at least one
month before the target payment date. Previously, prepayment of MLT private
sector loans required BSP approval. (Circular no 698, section 29)
23| 24-Nov-10 | Foreign exchange acquired or received by residents as dividends/ earnings or http://www.bsp.gov.ph/
divestment proceeds from outward investments by Philippine residents and regulations/regulations.
investments in bonds/notes by residents offshore funded by foreign exchange asp?id=2630
purchased from AABs and/or AAB-foreign exchange corporations must be
inwardly remitted and sold for pesos through AABs within 30 banking days
(previously, 7 banking days) of receipt. The proceeds, if intended for
reinvestment in instruments eligible as outward investment, need not be inwardly
remitted and sold for pesos through AABs, provided they are reinvested within
30 banking days (previously, 2 banking days) of receipt. (Circular no 698, section
44 3)
24| 24-Nov-10 | Residents were allowed to purchase foreign exchange from AABs and/ or AAB- http://www.bsp.gov.ph/
foreign exchange corporations for investments abroad up to US$60 million regulations/regulations.
(previously, US$30 million) or its equivalent per investor a year, or a fund a year asp?id=2630
for qualified investors. Purchases to fund outward investments exceeding the
limit require BSP approval. (Circular no 698, section 44 1-b)
25| 1-Nov-10 BSP halted the rollover of FX forward book in order to absorb dollars and thus
stem peso appreciation.
26| 27-Jan-11 | Regular banking units of thrift banks may now invest in readily marketable http://www.bsp.gov.ph/
foreign-currency-denominated debt securities, subject to regulations, particularly | regulations/regulations.
on risk management. (Circular no 707) asp?id=2658
27| 1-Feb-11 BSP made a "Gentlemen's agreement” with domestic banks to limit banks' net
open NDF positions.
28| 10-Dec-11 | AABs and/or AAB-foreign exchange corporations were allowed to sell foreign http://www.bsp.gov.ph/
exchange for advance payment of imports, without prior BSP approval, subject to | regulations/regulations.
certain conditions and documentation. Previously, they were allowed only up to asp?id=2846
US$1 million without BSP approval. (Circular no 742, section 13)
29| 10-Dec-11 | Nontrade current account transactions for which foreign exchange may be freely | http://www.bsp.gov.ph/
purchased from AABs or AAB-foreign exchange corporations without prior BSP regulations/regulations.
approval were expanded to include (1) expansion of the definition of charters asp?id=2846
and leases to include foreign-owned equipment (the previous definition limited
lease agreements to vessels/carriers between non-resident lessors and resident
lessees); (2) refund of unused foreign grant/aid funds; (3) refund of drawn and
unused foreign loan proceeds; (4) payment of underwriting expenses/
fees/commissions, including brokers’ fees payable/due to non-residents for initial
public offerings of Philippine shares; and (5) settlement by the Philippine Deposit
Insurance Corporation of FCDU deposit claims against banks that ceased
operations. (Circular no 742, section 22)
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Effective

No date Details of the Measure Web-link of measures
30| 10-Dec-11 | Foreign exchange acquired or received by residents as dividends/ earnings or http://www.bsp.gov.ph/
divestment proceeds from outward investments by Philippine residents or regulations/regulations.
investments in bonds/notes issued by residents offshore and funded by foreign asp?id=2846
exchange purchased from AABs and/ or AAB-foreign exchange corporations are
no longer required to be repatriated and sold for pesos. Previously, this was
required within 30 banking days of receipt. (Circular no 742, section 44)
31| Ol-Jan-12 | BSPincreased capital charges for NDF positions from 10% to 15%. The higher
risk weights applied to the net open position of NDFs on 01 January 2012.
32| 17-Jul-12 BSP banned foreigners from investing in Special Deposit Accounts.
33| 26-Mar-13 | BSP introduced a cap on the NDF exposure of domestic banks of 20% of

qualified capital and that of foreign banks of 100% of qualified capital. This
measure formalised the Gentlemen's agreement made in early 2011. BSP also
forbid pre-termination of NDF contracts. (Circular no 790)

Note 1: the measure of allowing universal banks and commercial banks with expanded derivatives
authority to invest in CLNs and CLDs is not included since they are about purchasing credit risk transfer
instruments and the underlying assets are not necessarily foreign currency denominated assets.

Note 2: changes in the liquidity reserve requirements and cash reserve requirements on peso-

denominated deposits are not included in the list.
Note 3: Definitions of FCDU and OBU can be found at:
http://www.bsp.gov.ph/regulations/regulations.asp?type=1&id=1563

Note 4: The minimum capital required for a thrift bank with authority to operate an FCDU or for those

desiring to operate an FCDU is not included.

Note 5: registration requirements changing into reporting requirements are not included in the list.

Note 6: requirements on documentation are not included in the list.
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Singapore
From Jan 2004 to Jan 2013

Effecti . Web-link of
No ective Details of the Measure eb-link o
date measures
1| 8-Dec-11 | A new additional buyer's stamp duty (ABSD) was imposed on purchases of certain http://www.mas.go
categories of residential property: (1) Foreigners and non-individuals (corporate v.sg/News-and-
entities) that buy residential property must pay a 10% ABSD. (2) Permanent residents Publications/Press-
who own one residence and buy second and subsequent residential property must Releases/2011/ABS
pay a 3% ABSD. (3) Singapore citizens (Singaporeans) who own two and buy third and | D-for-a-Stable-
subsequent residential property must pay a 3% ABSD. The ABSD is applied on top of and-Sustainable-
the existing BSD rates, which have not been modified. (Press Releases 7 Dec 2011 1) Property-
Market.aspx
2 12-Jan-13 | The government raised the Additional Buyer's Stamp Duty rate applied to foreigners
and non-individuals (corporate entities) from 10% to 15%.
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Thailand
From Jan 2004 to Mar 2013

No Eﬁ;e:tt;ve Details of the Measure Web-link of measures
1| 09-Jan-05 | The Ministry of Finance (MOF) eliminated 15% withholding tax on income of foreign | http://www.rd.go.th/p
investors from holding of government bonds. (Royal Thai Government Gazette) ublish/22680.0.html

2 | 11-Apr-06 | The MOF allowed foreign companies to issue baht-denominated bonds http://www2.mof.go.t
domestically with a minimum maturity of three years. (MOF Press Release 42/2006) h/press releases deta

il.php?id=3

3 | 10-May-06 | The maximum outstanding balance of all foreign currency accounts with future http://www?2.bot.or.th
obligations was increased to USD 50 million (previously, USD 10 million) for a [fipcs/Documents/FO
juridical person and USD 500,000 for a natural person. The maximum amount of G/2549/EngPDF/2549
cash deposits allowed was increased to USD 10,000 a resident a day from USD 0054.pdf
5,000. (ECD(02)W or.23/2549)

4 | 15-Nov-06 | In order to curb speculation in THB, Thai financial institutions were not allowed to http://www.bot.or.th/
issue or sell bills of exchange in baht of any maturity to non-residents. (Press Thai/PressAndSpeech
Release 42/2006) es/Press/News2549/n

4249e.pdf

5| 15-Nov-06 | In order to curb speculation in THB, financial institutions were allowed to undertake http://www.bot.or.th/
FX/THB derivatives transactions with non-residents without approval from the Bank Thai/PressAndSpeech
of Thailand. The transactions which are comparable to domestic financial es/Press/News2549/n
institutions providing Thai Baht liquidity to non-residents or domestic financial 4249e.pdf
institutions' borrowings in Thai Baht from non-residents without underlying trade
and investment in Thailand were permitted not more than 50 million Baht per group
of non-residents. Such rules on the borrowings without underlying shall be applied
for the maturity of not more than 3 months. (Press Release 42/2006)

6 | 4-Dec-06 | Financial institutions were not allowed to sell or buy any types of debt securities to http://www.bot.or.th/
and from non-residents through sell-and-buy-back transactions for any maturity. Thai/PressAndSpeech
Such transactions are financial instruments which non-residents can undertake to es/Press/News2549/n
evade the BOT's measures of preventing THB speculation implemented on 15 4849e.pdf
November 2006. (Press Release 48/2006)

7 | 4-Dec-06 Financial institutions were not allowed to sell and buy foreign currencies to and http://www.bot.or.th/
from non-residents or credit or debit their baht account resulting from investments | Thai/PressAndSpeech
in government or BOT debt securities if the duration of such investments was less es/Press/News2549/n
than or equal to three months. Financial institutions were allowed to sell and buy 4849e.pdf
foreign currencies to and from non-residents or credit or debit their baht account
resulting from investments in government or BOT debt securities if the duration of
such investments was longer than three months. (Press Release 48/2006)

8 | 4-Dec-06 | The limit of B 50 million was applied to debt securities with maturities not exceeding | http://www.bot.or.th/
six months (previously, three months) issued by domestic financial institutions and Thai/PressAndSpeech
sold to non-residents without underlying transaction. The limit of B 50 million was es/Press/News2549/n
applied to derivatives transactions resulting in the borrowing of baht from non- 4849e.pdf
residents by domestic financial institutions without underlying transaction with
maturities not exceeding six months (previously, three months). The limit of B 50
million was applied to loans granted by non-residents to domestic financial
institutions without underlying transactions with maturities not exceeding six
months (previously three months). (Press Release 48/2006)

9 | 19-Dec-06 | A URR of 30% was put in place for certain types of capital inflows, except for FDI http://www.bot.or.th/
and amounts not exceeding USD 20,000. A full refund of the principal may be Thai/PressAndSpeech
obtained if the funds remain in Thailand at least one year. For shorter periods, BOT es/Press/News2549/n
approval is required to refund two-thirds of the URR. (Press Release 51/2006) 5149e.pdf

10| 22-Dec-06 | Equity investments in companies listed on the stock exchange were exempted from http://www.bot.or.th/
the URR. (Press Release 52/2006) Thai/PressAndSpeech

es/Press/News2549/n
5249e.pdf

11| 15-Jan-07 | Foreign exchange earners were allowed to deposit foreign exchange in their foreign | http://www.bot.or.th/
currency accounts (or foreign currencies received from abroad without future Thai/PressAndSpeech

foreign exchange obligations were allowed to be deposited in foreign currency
accounts) without future foreign exchange obligation, up to USD 50,000 for a
natural person or USD 2 million for a juridical person. (Press Release 1/2007)

es/Press/News2550/n
0150e.pdf

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures 83



http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2550/n0150e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2550/n0150e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2550/n0150e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2550/n0150e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n5249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n5249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n5249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n5249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n5149e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n5149e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n5149e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n5149e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4849e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4249e.pdf
http://www.bot.or.th/Thai/PressAndSpeeches/Press/News2549/n4249e.pdf
http://www2.bot.or.th/fipcs/Documents/FOG/2549/EngPDF/25490054.pdf
http://www2.bot.or.th/fipcs/Documents/FOG/2549/EngPDF/25490054.pdf
http://www2.bot.or.th/fipcs/Documents/FOG/2549/EngPDF/25490054.pdf
http://www2.bot.or.th/fipcs/Documents/FOG/2549/EngPDF/25490054.pdf
http://www2.mof.go.th/press_releases_detail.php?id=3
http://www2.mof.go.th/press_releases_detail.php?id=3
http://www2.mof.go.th/press_releases_detail.php?id=3
http://www.rd.go.th/publish/22680.0.html
http://www.rd.go.th/publish/22680.0.html

Effective

No date Details of the Measure Web-link of measures
12| 15-Jan-07 | Thaijuridical persons were allowed to invest in or lend to their parent companies a http://www.bot.or.th/
maximum of USD 20 million. The maximum amount of Thai direct investment or Thai/PressAndSpeech
lending to a business abroad (that is affiliated company) (on condition that the es/Press/News2550/n
natural person or the individual person in Thailand holds shares or owns not less 0150e.pdf
than 10%) was increased from no more than USD 10 million a person a year to no
more than USD 50 million a person a year. (Press Release 1/2007)
13| 15-Jan-07 Seven types of institutional investors—the Government Pension Fund, Social http://www.bot.or.th/
Security Fund, provident funds, mutual funds (excluding private funds), securities Thai/PressAndSpeech
companies, insurance companies, and specialized financial institutions —were es/Press/News2550/n
allowed to invest in securities issued abroad by Thai juridical persons without limit. 0150e.pdf
For investment in foreign securities issued by non-residents, such investors are
allowed to invest up to USD 50 million, but the investment must not exceed the
limit set by the regulators, board of directors, or management of each institutional
investor. Investment exceeding such limits requires BOT approval. (Press Release
1/2007)
14| 01-Feb-07 | The following transactions became exempt from the URR: (1) direct investment, http://www.bot.or.th/
government loans, and investment in immovable assets; (2) foreign loans signed Thai/PressAndSpeech
prior to December 19, 2006; (3) sales of foreign exchange agreed to before es/Press/News2550/n
December 19, 2006; (4) interbank transactions on their own accounts; (5) foreign 0550e.pdf
currencies sold or exchanged by embassies and international organizations; (6)
rollovers of hedging swap transactions; (7) foreign currency loans or foreign
currencies from the issuance of debt instruments; (8) foreign currencies for the
purchase of nonperforming loans or for payments of guarantee obligations under
court order; and (9) traveller's checks and foreign banknotes. (Press Release 5/2007)
15| 01-Feb-07 | The BOT introduced an option in cases of foreign currency borrowing to either http://www.bot.or.th/
withhold the URR or fully hedge against foreign exchange risk. (Press Release Thai/PressAndSpeech
5/2007) es/Press/News2550/n
0550e.pdf
16| 15-Mar-07 | The BOT introduced an option in cases of investment in debt securities and unit http://www.bot.or.th/
trusts to either withhold the URR or fully hedge against foreign exchange risk Thai/PressAndSpeech
through a swap with a maturity of at least three months. (Press Release 13/2007) es/Press/News2550/n
1350e.pdf
17| 24-Jul-07 Any company listed on the SET, with certain conditions, was allowed to make http://www.bot.or.th/
outward foreign direct investment up to USD 100 million or its equivalent a year. Thai/PressAndSpeech
(Press Release 33/2007) es/Press/News2550/n
3350e.pdf
18| 24-Jul-07 | The limit for remittance of funds for purchase of immovable property by residents http://www.bot.or.th/
abroad was increased from USD 500,000 to USD 1 million a person a year. (Press Thai/PressAndSpeech
Release 33/2007) es/Press/News2550/n
3350e.pdf
19| 22-Nov-07 | Domestic financial institutions were allowed to purchase baht bonds or debentures http://www?2.bot.or.th
issued and sold by non-residents as permitted by the MOF. (BOT.ECD (02) C. 2256 /[fipcs/Documents/FO
/2550) G/2550/EngPDF/2550
0553.pdf
20| 18-Dec-07 | Investment in newly issued units of existing property funds by existing unit holders http://www.bot.or.th/
of such property funds were made exempt from the URR. (Press Release 62/2007) Thai/PressAndSpeech
es/Press/News2550/n
6250e.pdf
21| 18-Dec-07 | Foreign currency borrowing or issuance of debt securities abroad not exceeding http://www.bot.or.th/
USD 1 million with a maturity of at least one year were made exempt from the URR. | Thai/PressAndSpeech
(Press Release 62/2007) es/Press/News2550/n
6250e.pdf
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Effective

No date Details of the Measure Web-link of measures
22| 4-Feb-08 | The limits on lending and direct investment abroad were increased and its scope http://www?2.bot.or.th
expanded to include affiliated companies abroad with no direct shareholding as [fipcs/Documents/FO
follows: (1) Lending to affiliated business entities abroad, when combined with G/2551/EngPDF/2551
investing in such entities abroad, is allowed in an aggregate amount not exceeding 0031.pdf
USD 100 million a year (previously, USD 50 million). (2) Lending to parent
companies abroad that hold shares or own not less than 10% of the resident entity,
or affiliated business entities of such parent companies abroad, when combined
with investing in such companies abroad, is allowed in an aggregate amount not
exceeding USD 100 million a year. (3) Companies registered on the SET, with certain
qualifications, are allowed to lend abroad in accordance with (1) and (2) above, not
exceeding USD 100 million a case a year. (ECD.(02)W or.28/2551)
23| 4-Feb-08 | The limit for remittance of funds to purchase real estate abroad was increased from | http://www2.bot.or.th
USD 1 million to USD 5 million a person a year. (ECD.(02)W or.28/2551) /fipcs/Documents/FO
G/2551/EngPDF/2551
0031.pdf
24| 24-Feb-08 | Residents were allowed to deposit foreign currency funds originating from abroad http://www.bot.or.th/
into FCAs without restrictions. The limit on the outstanding balance of FCAs with English/ForeignExcha
funds originating in Thailand was increased. (Exchange control regulations in ngeRegulations/FXRe
Thailand) gulation/Pages/Excha
ngeControlLaw.aspx
25| 3-Mar-08 Non-residents were allowed to open two types of non-resident baht accounts, http://www2.bot.or.th
NRBS and NRBA. The total daily outstanding amount at the end of the day for each | /fipcs/Documents/FO
type of account may not exceed THB 300 million a non-resident. Transfers are not G/2551/EngPDF/2551
allowed between different types of accounts. Previously, non-residents were allowed | 0070.pdf
to maintain baht accounts for settlement purposes only; deposits held for other
purposes had to have a maturity of at least six months. (BOT.ECD.(02)C.371/2551)
26| 3-Mar-08 | The limitimposed on domestic financial institutions for borrowing or undertaking http://www?2.bot.or.th
transactions comparable to borrowing from non-residents without underlying trade | /fipcs/Documents/FO
or investment in Thailand was decreased from THB 50 million to THB 10 million for G/2551/EngPDF/2551
an institution or a group of non-residents, regardless of maturities. The same limit 0070.pdf
was imposed on non-residents lending in baht to domestic financial institutions,
undertaking investment in baht-denominated bonds and other debt securities
issued by domestic financial institutions, or undertaking foreign exchange
derivatives transactions comparable to lending in baht to financial institutions,
without underlying trade or investment in Thailand. (BOT.ECD.(02)C.371/2551)
27| 3-Mar-08 | The limit imposed on domestic financial institutions in providing baht liquidity to http://www?2.bot.or.th
non-residents or undertaking transactions that would result in an obligation to [fipcs/Documents/FO
deliver foreign currencies to non-residents in the future without underlying trade or | G/2551/EngPDF/2551
investment in Thailand (that is, domestic financial institutions making swap 0070.pdf
transactions with non-residents) was increased to THB 300 million from THB 50
million an institution a group of non-residents. (BOT.ECD.(02)C.371/2551)
28| 3-Mar-08 | Individual or corporate investors were allowed to invest in securities abroad through | http://www2.bot.or.th
private funds or securities companies under the guidelines specified by the SEC with | /fipcs/Documents/FO
approval from the BOT. (BOT.ECD.(02)C.371/2551) G/2551/EngPDF/2551
0070.pdf
29| 3-Mar-08 | The BOT lifted the URR measure. Foreign currencies sold or exchanged with http://www?2.bot.or.th
financial institutions in Thailand for investment in debt securities and unit trusts [fipcs/Documents/FO
were no longer subject to a 30% reserve requirement or a requirement that they be | G/2551/EngPDF/2551
fully hedged. (ECD.(02)C.37/2551) 0068.pdf
30| 5-Aug-09 | Thai companies with assets of at least B 5 billion were allowed to invest in securities | http://www.bot.or.th/
abroad up to USD 50 million an entity. (Press Release 36/2009) Thai/PressAndSpeech
es/Press/News2552/n
3652e.pdf
31| 5-Aug-09 | Exporters and importers in Thailand were allowed to engage in forward transactions | http://www.bot.or.th/
to hedge foreign exchange exposure based on a one-year forecast of underlying Thai/PressAndSpeech
trade and services. Previously, corporation in Thailand were able to engage in es/Press/News2552/n
forward transactions with authorised banks to hedge against foreign exchange risk, 3652e.pdf

provided supporting documents indicating future foreign currency receipts or
obligations are submitted. (Press Release 36/2009)
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Effective

No date Details of the Measure Web-link of measures
32| 5-Aug-09 | Certain institutional investors were allowed to engage in derivatives transactions http://www.bot.or.th/
linked to foreign variables not involving foreign exchange/baht with domestic and Thai/PressAndSpeech
foreign counterparties to hedge risk exposure and enhance yield. (Press Release es/Press/News2552/n
36/2009) 3652e.pdf
33| 2-Feb-10 | To provide more flexibility for importers and exporters in managing their exchange http://www.bot.or.th/
rate risk as well as to enhance their ability to manage risk, exporters and importers Thai/PressAndSpeech
may freely unwind forward transactions for hedging foreign exchange exposure of es/Press/News2553/n
underlying trade and services. (Press Release 6/2010) 0653e.pdf
34| 12-Oct-10 | Exporters who export goods valued at less than USD 50,000 or its equivalent http://www.bot.or.th/
(previously, USD 20,000) are allowed to retain their export proceeds abroad. (Press Thai/PressAndSpeech
Release 45/2010) es/Press/News2553/n
4553e.pdf
35| 12-Oct-10 | Thaijuridical persons may (1) invest abroad in the form of direct investment or lend | http://www.bot.or.th/
to affiliated companies abroad without limit and (2) lend to non-affiliated Thai/PressAndSpeech
companies up to USD 50 million or its equivalent a year. (Press Release 45/2010) es/Press/News2553/n
4553e.pdf
36| 12-Oct-10 | Corporations and individuals may purchase real estate abroad up to USD 10 million http://www.bot.or.th/
(previously, USD 5 million) a year. (Press Release 45/2010) Thai/PressAndSpeech
es/Press/News2553/n
4553e.pdf
37| 13-Oct-10 | To slow inflows into the government bond market, the MOF reimposed 15% http://www.rd.go.th/p
withholding tax on interest income and capital gains tax on foreign investors' ublish/32182.0.html
holding of government bonds purchased or transferred on or after 13 October 2010
(retroactively implemented).
38| 19-Oct-12 | Companies listed on the Stock Exchange of Thailand were allowed to invest without | http://www.bot.or.th/
limit in securities issued abroad by Thai juridical persons and up to USD 50 million English/ForeignExcha
per investor in foreign securities without Bank of Thailand approval. (EXCHANGE ngeRegulations/FXRe
CONTROL REGULATIONS IN THAILAND : A Guide for the General Public) gulation/Pages/Excha
ngeControlLaw.aspx
39| 16-Jan-13 | The Bank of Thailand approval requirement for individual and corporate investors to | http://www.bot.or.th/
invest in foreign securities through private funds or securities companies was English/ForeignExcha
eliminated. (EXCHANGE CONTROL REGULATIONS IN THAILAND : A Guide for the ngeReqgulations/FXRe
General Public) gulation/Pages/Excha
ngeControlLaw.aspx
40| 11-Mar-13 | Equity participation in the securities business (securities companies, asset

management companies) by foreigners was allowed to up to 100%. Previously,
100% equity participation by foreigners was allowed in the brokerage business; in
other security businesses, equity participation by foreigners exceeding 49% was
subject to Ministry of Commerce approval.

Note: the following measure does not change the total amount of outflows, so not included in the list:
certain institutional investors were allowed to deposit foreign currency with financial institutions abroad
for the purpose of investment in securities abroad. The outstanding balances of such foreign currency

accounts must be counted toward the limit of the outstanding balances of foreign securities investments.

(Press Release 33/2007)
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Appendix 2: DCC GARCH model

The Dynamic Conditional Correlation (DCC) GARCH model by Engle (2002) and
Engle and Sheppard (2001) is employed to examine the time varying correlation
coefficients, since it has flexibility of univariate GARCH models coupled with
parsimonious parametric model for correlations. In addition, it takes time varying
volatility into account and addresses possible feedback effects. The DCC GARCH
model, assumes time varying correlation, which is dynamic enough to account for
the continuous change in the market and to fit the transmission process of
contagion. The DCC GARCH estimation is simple and consists of two steps. The first
step is the univariate GARCH calculation. The second step is the correlation
estimates allowing for an interaction of the innovations in the conditional variance
equations.

Step 1: Univariate GARCH model

Consider a log return series (r.) of the stock index”, let a, = 1, — u, be the
innovation at time t. Then a; follows a univariate GARCH (p,q) model if

Ay = O¢€y,
Mean equation for 1, is 1, = u; + a;
H H H 2 14 2 q 2
Variance equation forry is of = ao + Xj_, ia;_; + Xj_, Bjoi-;

where €, is a sequence of iid random variables with zero mean and unit variance,
@ >0, 20,8 20 and IrPV(q, + B) < 1

Step 2: Multivariate GARCH model

In the multivariate analysis, the vector of the return series {r; } becomes
e =t a

where 1; follows multivariate time series model. p; = E(r|F;_1) is conditional
expectation of given past information F;_;. The shock or innovation of the series at
time t is represented by a, = (a4, @y, , ak) * . The mean equation for ry is

p
He =vx + z biri_;
i=1

where x; denotes m-dimensional vector of exogenous variables with x;; = 1. In
addition, v is k X m matrix. p and g are non-negative integer.

In the multivariate GARCH analysis, the conditional covariance matrix of a;
given F;_1 is a k X k positive definite matrix H, defined by H; = cov(a;|F:_1).
The time evolution of the {H} process is a volatility model for the return series .
The conditional variance-covariance matrix is represented by

# The daily return of the stock index is the continuously compounded return or log return of the

index at time .
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Using conditional correlation coefficient and variance of a; to
reparametrize H;; the DCC GARCH model can be briefly presented as follows:

H, = [aij,t] = Dp:Dy,

where D, = diag{,/011¢, .-, Okk¢ . Which is k X k diagonal matrix consisting of
standard deviation of element of a;. The ,/g;;; is the i element of the standard

deviations implied by the estimation of univariate GARCH models, which are
computed separately.

In addition, p; is conditional correlation matrix of a; as can directly be seen
from rewriting this equation as:

p: = D;'H.D;".

A special property of dynamic conditional correlation models is that p; is allowed to
be time varying. p; is symmetric with unit diagonal element. The time evolution of
H, is govern by that of conditional variance 0;; ; and the elements py;; of p;, where
j<iand1<i<k.

Engle (2002) proposed that H; is a positive definite matrix and satisfies
Hy=(1—-6,—60,)H+ 016161 + 6,H,_,

where €, is the standardize innovation vector with elements €;; = a;¢/\/0y;+ - His
unconditional covariance matrix of €, and 6; and 6, are non-negative scalar
parameters satisfying 0 < 8; + 6, < 1. The D;! matrix is the normalization matrix
to guarantee that p; is a correlation matrix. Nevertheless, 6, and 6, are scalar so
that all unconditional correlations have the same dynamics. This may be hard to
justify in real applications, especially when the dimensions k is large (Tsay, 2010).*

In the conditional covariance equation above, elements of 6; can be
interpreted as the (cross country) market shock spillover when i # j. Elements of 8,
are capturing the (cross country) market volatility spillover.

2 In the literature, the alternative measure of the conditional correlation is the BEKK-GARCH model.

However, the model subjects to the problem as well. First, parameters in the equation for 3 _t do
not have direct interpretation concerning lagged values of volatility or shocks. Second, the number
of parameters employed increase rapidly with number of variables.

88 WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



T00>d xxx 'S0°0>d i 'T0>d

¥.0°0 1200 1800 9900 0500 €900 9500 €110 €900 6900 80T°0 8800 A1 paisnlpy
1€9% TE9Y 1€91 TE9Y 1€9% 1€9% 1€9% 1€9% T€9% 1€9% T€9% T€9% suoneAIasqO
(89°0) (£8°0) (20 (6€T) (£9°0) (z9°0) (STT (06°0) (¥8°0) (00T) (8£°0) (€8°0)
wxx79'89 | wnabTZL | 4xTTHV9 | 5xx19C9 | wxxb68 VL | 5xxlE89 | #4x9ETS | xxxl€'GS | swxbOTL | #xx0GLS | xxxl8LS | xxxET9F jueIsuod
(66°0) (66°0) (10T (SET) (16°0) (€6°0) (6TT) (9¢T) (16°0) (171 (62°T) (€TTD
V2T vT'1 xxE0F xSL'T x€L'T €€'T xxC0'€ zs°0 xxx9Y'C S00 xxxl TV xxlYV'T (T-)a4nseaw bulussoo| ,siay10
(zv'2) (102) (0z2) L 2) (zL1) (96'T) (zv'2) (002) (922 (822 (0z'2) (1€
LY 180 €91 xxx06'€T~ 0T'T- 60'T 1T°T- 010~ Y x8L 7~ x66Y 920- (T-)aunseaw buiuaybi s1eyi0
(6T°€) (L1°9) (81°¢) (zev) (LLD) (zoe) (18°¢) (Sz'¥) (z6'2) (09°€) (747! (59°¢)
08t 12C €90 98'¢€ see 68T ¥S'€ ¥6'€ 91T 681 €0'€ LS'T (T-)ainseaw bBuiuasoo| s,g
(85°1) (62'9) (16'9) (95'9) (L€'9) (€T'9) (95°2) (€z'9) (80°2) (ST (98'9) (€zL)
€0'T ¥€0 89'1 00T~ €€C 19°S 9Ly 180 Z19 L¥'9- G€9 €8y (T-)aunseaw Buiusiybi s,g
(LSY) ) ) : (LOY) (Tt'2) ) (e¥'T) ’ ’ (18'1) ’
<1671 144 6LC xxE6Y ¥9°0 (T-)ainseaw buiuasool s,y
(yz'e) (SLp) ’ (ETD) ) (r0°€) ’ SIN4D o edu
+«08°S L0°€E- 8- 8€°0- (T-)24nseaw bulusyybn s,y snoauejue)lsu
(LT0) (91°0) 10 (61°0) 10 (ST0) (0z0) (LT0) (€T1°0) (£T°0) (6T°0) (8T°0)
«xx€G°0- | %xxS0- #4267 T «F€0 xxx95°0 xxxlL°0 xx€8°0 =EE0 xxx06'0 | xxxlET- €00~ xxx76°0 (T-)Ienuadiayip 1saiayul s,g
(L€0) (¥z°0) (5zZ°0) (€€°0) (1z'0) (zz0) (62°0) (Sz°0) (92°0) (82°0) (8Z°0) (8Z°0)
x29°0 xxLG°0" xxxSP'T x29°0 xxx€T'T x15°0 0z0 xS0 xxx6€'T xx€9°0- o xxEL°0 (T-)uoneinaidde payadxs s,q
(¥z'0) (65°0) (1z°0) (9t°0) (Lz0) (9z°0) (L€0) (zro) (€T°0) ¥6'T) (oT'0) (€€0)
S€0 90~ #x16°0" #xx9/ '€~ xx 8T~ | %xx9G'T- LS0 xxI80 | %xx€90- xxx6'6 x020- xxx0T'T- (T-)[enualayip 1sa11ul s,
(€T'0) (122 (6¥7°0) (L17T) (0TT (€8°0) e (¥¥'0) (617°0) (6£'9) (€€0) (96°0)
#x99'T w6V | xx€TT- 8¢'1- xx8L L | %x€9T- 9,0 xex VT | 09T~ | xxT9€ET | ¥xxE9°C- 0v0- (T-)uonemaidde payadxs s,y 1o3dej €307
(100 (10°0) (10°0) (10°0) (t0'0) (t0'0) (100 (T00) (10°0) (10°0) (t0'0) (t0'0)
%200 000 xxC0°0 xx0°0 xx€0°0 xxx70°0 xxx€0°0 xxx90°0 xx€0°0 xx20°0 xxx0T'0 xxx80°0 (T-) dsudins d1wouod3 eisy 10308y |euoibay
(zoo) (zo0) (zo0) (€00 (zoo) (zoo) (zoo) (zoo) (z00) (z00) (zo0) (zoo)
€0°0- 000 x¥0°0- 200 20°0- #7070~ xxG0'0- | xxxG0°0- 20°0- 200~ xxxL0°0- | %xx90°0- (T-) (8Bueyd %) XIA
(¥0°0) (¥0°0) (¥0°0) (50°0) (€00 (¥0°0) (S0°0) (¥0°0) (¥0°0) (¥0°0) (¥0°0) (¥0°0)
«xE€°0 #x9T°0 #xCP0 «IT°0- «x9T°0 «xS70 «x6C°0 w2l V0 4] «xCE0 «x9°0 «x65°0 (T-)XIA
(06°0) (€0T) (66°0) (6€T) (6£°0) (¥8°0) (11 (68°0) (€8°0) (zoT) (96°0) (zo1)
xxx8L '€~ 8T'T s [€F | xxxE€E9T w7t €7°0- xx8C€ | 2187 | x+96T- xxlEY xx96'T- ¥0°0 (T-) peasds IO Joqr] 1o}dej [eqo|D
Hl DS Hd ZN AN Wi dr NI al MH ND nv sa|qeliep

(T 19POIN)

(g) se1wouo0d9 19430 3y} sA (y) Awouodd auo BulajJoaul SMOJ) puoq jo aleys Juddiad a9y} Jo uonea.10d 3y} uo suoissaibai [pued :T 9|qe} xipuaddy

s1jnsaJ uoissaibal Aiyunod Aq Ainuno) :¢ xipuaddy

89

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



"T00>d xxx 'S0°0>d 44 T0>d &

9L00 T200 7800 ¥L0°0 Z¢s00 5900 LS00 STITO0 7900 0£0°0 TIT0 8800 A pasnlpy
€9 TeEoY TEoY TeoY TE9Y TE9Y TE9Y TE9Y TE9Y TeEoY TEoY TE9Y suoneassqo
(89°0) (£80) (L0) (6€'T) (£90) (290 (STT) (06°0) (58°0) (001) (6£0) (¥8°0)
»+x£9°89 +xx80°CL ++x96'€9 »2x6L°C9 »2xC8VL »x8C'89 »xLETS »x9€°9G #xx18°0L »x99°LS »£x69°LS »xC L9V jueysuod
(690) (890) (TL0) (€6°0) (z90) (59°0) (z80) (¥60) (€9°0) (££0) (06°0) (8L0)
wsb0'T €8°0 wrs€6°E wsb9'Z we8T | vux89T | wwelET 150 wrelT'T z€0 €9’ 06T (T-)34nsesw Buiusso0| SANEINWIND SIBYIO
(LT 1) (£S'T) (¥6'T) (zz1) (6€T) (L1 (er'1) (1971 (€9T) (£ST) (S91)
66'T- ITT 81 298V~ LL0- 960 €L0- 800 790 18V~ xxxCT'9 74" (T-)aunseaw Buluaybi dAEINWIND SIBYIO
(€20 (¢cz2) (€T (To€) ¥6'1) (tt2) (£9°0) (€0°¢€) #02) (€50 (€6'0) (55°2)
99 LT €01 vy *8E°E 9C’t LCE 00 174" LT 89¢C as’e (T-)ainseaw buluasoo| aiReINWND 5,9
(£€9) 9rv) (68°1) (#09) (08°€) (reY) (5€9) (Trv) (To9) (90°9) (C:37) (€T°9)
124" 560 €0'¢ »VEVT- ¥9'¢ 0L'S €C'S 9T'T 9L'S 8¥'S- SS'L €8S (T-)24nseaw buiuayybiy daieINWND s.g
rz'e) ’ ’ ’ (882 (127 ’ (66°0) ’ ’ (62T) ’
xx596'0- 8€'€ 8T0- *xEEY Zso (T-)2anseaw Buiuaso0| dAE|NWIND S, SINAD
(0£2) (ev€) ' (€6'0) ’ (912 ' jo pedun
*x[V'S 90°'S- 8T€- 1.0 (T-)a4nseaw Buluaybi aeINWND Sy wud} buo
(LT0) (91°0) 10) (61°0) #10) (sT0) (0z°0) (£T0) (€T0) (LT0) (61°0) (8T°0)
»xCS0- »x 150~ #xx[S'T «0¥'0 »£xL9°0 »x8L°0 »x78°0 +xS€°0 »x16°0 »x9E'T- ¢0°0- »x76°0 A._Huv_m_wcwgwu—.t—u 1salslul s, g
(£€0) (rz'0) (sz°0) (€€0) (12°0) (¢zz0) (62°0) (52°0) (92°0) (820) (820) (8Z°0)
*79°0 xx99°0- 9V’ T x990 waVT'T xS0 TZ0 90 %xx6€T xx9°0- 124" x»xxV7L°0 (T-)uoneinaidde payoadxs s,g
(¥z0) (09°0) (tz°0) (9t0) (Lz0) (9z°0) (€0) (€10 (€T°0) (s6'T) (oT°0) (€€0)
€E0 05°0- »%x68°0- »%x69°€- »#xC8'T- VG- 990 *xx[8°0 »x09°0- *xx9€'6 *»&EC0- xxx [T (T-)lenualayip 3saiaqul s,y
(€T0) (¢cz2) (6%°0) (AR (011 (zg0) (et (¥°0) (61°0) (¢¥'8) (€€0) (96°0)
»xx0L'T xx0T'S- »#x0C°C- 0T'T- AYA 97T~ 690 xxxLE°C »#x897T- »#x8'€C xxx€L°C EV0- (T-)uonenaidde paydadxs s,y 103o¢j |e307
(T00) (T00) (T00) (T00) (T00) (T0°0) (10°0) (T00) (T00) (T00) (T00) (T0°0) 10)oe)
+xC00 000 +xxC0°0 +xC0°0 +xx€0°0 x»xx70°0 x»x€0°0 *x90°0 »x€0°0 +xC00 +x0T°0 x»xx80°0 (T-) @sudins dlwouody eisy leuoibay
(z00) (c00) (c00) (€00) (c00) (c00) (z00) (c00) (c00) (z00) (z00) (c00)
c00- 000 xx70°0- 00 c00- x¥0'0- xS0°0- +%x30°0- c00- c0°0- xxxL0°0- x%x90°0- (1-) (96ueyd %) XIA
(#00) (#00) (#00) (500) (€00) (00) (50°0) (#00) (#00) (00 (00 (#00)
»#xEE0 *x9T°0 *xIV°0 (10" »x9T°0 *#xS1°0 *%x6C°0 *x917°0 *xEC0 *»#xLE0 *xC9'0 *%x6G°0 (T-)XIA
(06°0) (€01) (66°0) (6€'T) (6£0) (¥8°0) (et (68°0) (€8°0) (zom) (96°0) (c0T)
xxx[L'E- 0CT xxx LC V- +x9€9T x0€'T 9t0- »xx9E'E »x69°C~ 98T 2 [EV *98'T- 600 (T-) peauds S[0 4oqr7 4031384 |EqO|D
HL s Hd ZN AN Wl dr NI al JAH ND nv sojqelep

(Z 19POIN)

(@) se1wou033 1330 3y} sA () Awouodd auo Huinjoaul SMOJ} puoq Jo aieys Juadiad ay} JoO uolne|a140d 3y} Uo suoissaibai [aued :z ajqe} xipuaddy

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures

90



"T00>d xxx 'S0°0>d s T0>d &

T1C0 7610 89¢€°0 LVE0 ¥9€°0 L¥C0 06€°0 ¢LZ0 ZSe0 vLT°0 244 620 A paisnlpy
0199 0199 0199 TeoY ¥1Zs 019S Te9 0T9S 0T9S 0T9S 0199 TE9 suonenIssqo

(€00) (#00) (€00) (c00) (z00) (€00) (z00) (€00) (€0°0) (#00) (€00) (z00)

***mw.o ***ON.O ***QH.O ***ww.o ***WOAO ***Ow.o ***Nm.o ***mm.o ***mm.o ***vm.o ***@Q.O O0.0 HCMHWCOU

(€00) (¥0°0) (€0°0) (c00) (€00) (€00) (z00) (¥0°0) (€00) (#00) (%00) (z00)
T00- 00°0- *70°0- +€0°0- T00- +%x60°0- +x90°0- +x80°0- +%x80°0- T00 ¢00- T0°0- (T-)ainseaw s3L1IUNOJ UBY10
(TT0) ’ (81°0) ’ (£00) (600) ’ (900) (80°0) ' (900) ’ SIND o edw
¥0°0- cro- *VT°0- 600 T00- 800 xxxCC 0" (T-)ainseaw puoq umQ snoauejuejsug
(10°0) (€0°0) (T00) (T00) (T00) (T00) (T00) (00°0) (00°0) (500) (000) (T00)

*%x50°0 x#xLC0 *xx6T°0 *xx€0°0- »x7C0 »x9T°0 »#x50°0 *%x80°0 xxxC0'0 *»xE€°0- *%x50°0 *xIT°0 (T-)enuaiayip 1sai93u]
(10°0) (IT°0) (z00) (c00) (#00) (€00) (z00) (z00) (T00) (0z0) (T00) (z00)

+xx80°0- »xx6€°0 »xV€°0 +xx8T°0 »xx€6°0 »xx0€°0 T00- »x7¥’0 +xx0C°0 00 +x9T°0 A (T-)uonenaidde paydadxy 10358} |e307
(00°0) (00°0) (00°0) (000 (000 (00°0) (000 (00°0) (000 (00°0) (000 (00°0)

xxx00'0 xxx00'0 x»xx00'0 +x000 xxx00°0- xxx00'0 xxx00'0 000 xxx00'0- 00°0- 000- +xx00°0 (1-) @sudins olwouodq eisy 101dey jeuoibay
(00°0) (00°0) (00°0) (000) (000) (000) (000) (00°0) (000) (000) (000) (000)

*xx 100~ £xx 100~ ¢ 100~ %100 2100 £xx 100~ ¢ 100~ 2100 2100 £xx 100~ +xxL0°0- 2100 A._qu Awmcmr_u n&uv XIA
(00°0) (00°0) (000) (00°0) (000) (000) (000) (00°0) (000) (000) (000) (000)

%100 *xx 100 00°0- £xx00°0 xx10°0 *xx 100" +x00°0 *xx 100 £xx 100 xx10°0 000- %100 A._Hqu~>
(¥0°0) (s00) (¥0°0) (co0) (€0'0) (¥0°0) (co0) (¥0°0) (€0°0) (S0°0) (¥0°0) (co0)

+#xG807 | %xxCS0- »x87°0- »xx6%°0- »#x€9°0- »xx78°0- +%x85°0- +x€9°0- »xx0L°0- »¢xC0T- »¢x9L°0- »¢x£9°0~ (1-) peauds SIO 4oqn 103o¢ej [eqo|H

HL s Hd ZN AN - )| dr NI al AH ND nvy sa|qelep

(T 129POIN)

S3IWIOU029 1910 9y} SA AWoU0Id duo HulAjoAUul SMOJ) puoq Jo aleys Juadiad ay) uo suoissaibas [pued Annunod Aq A13uno) :g ajqel xipuaddy

91

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



"T00>d xxx 'S0°0>d 44 T0>d &

€¢C0 66T°0 €8€0 LYE0 TLEO0 [4T4] 06€0 06¢°0 0L€0 T8T0 €420 1820 el paisnipy
LSS LLSS LLSS TE9Y YIS LLSS TEo LLSS LLSS LLSS LLSS Te9 suolijenssqo
(€00) (#0°0) (€00) (c00) (z00) (€00) (c00) (€00) (€00) (00) (€00) (c00)

***mv.o ***ON.O ***QH.O ***QQAO ***wo.o ***HQ.O ***Nm.o ***wm.o ***mv.o ***mm.o ***QQ.O O0.0 HCGHWCOU
(€00 (¥0°0) (€00 (z00) (z00) (€00 (zo0) (¥0°0) (€00 (¥0°0) (€00 (zo0)

»xxLT°0 +xxLT°0 »xxLT°0 ¢0°0- »x[T°0 +x90°0 000 €0°0- *xT°0 xxx8T°0 x»xxCC0 00 (-)ainseaw ,s9113UNOD IBYIO
(€00) (#00) (€00) (z00) (z00) (€00) (z00) (#00) (€00) (#00) (€00) (z00)
x90°0 €00 100 ¢0°0- c00- 000- 000 500 »xxL0°0- 900 xx80°0 xx50°0- (€-)ainseaw ,s8113UNOD IBYIO
(€00) (#00) (€00) (z00) (z00) (€00) (c00) (#00) (€00) (#00) (€00) (c00)

»xx€C 0 #x1T°0 »»xGC°0 €00 *#x90°0 +x0T°0 x€0'0 +x80°0 #xxLT°0 +x9T°0 »#x €0 *70°0 (z-)ainseaw so113UN0D 1BYIO
(€00) (#00) (€00) (z00) (€00) (€00) (c00) (#0°0) (€00) (¥00) (€00) (c00)
c0°0- T0°0- xS0°0- x€0°0- c00- »¢x60°0~ »¢x90°0- xx60°0- +%x60°0- 000 T00- T00- (T-)ainseaw ,s9113UNOD 1BYIO
(TT0) ’ (81°0) ’ (£00) (60°0) ’ (90°0) (£00) ’ (90°0) ’
0T0 [44 *IT°0- »xx€°0 xxx V0 xxxLC°0 T00- (-)ainseaw puog umQ
(TT0) (81°0) (£00) (60°0) (90°0) (£L00) (90°0)

¥x8C°0- +x€9°0 0T0- 0T0 »x7€°0- #xxCV'0 00°0- (€-)ainseaw puog umQ
(TT0) (81°0) (£00) (60°0) (90°0) (£00) (90°0)

*¥C0- +xx99°0 »x9€°0 c00- »xEV'0 +8T°0 +%x99°0- (¢-)ainseaw puog umQ SIND
(TTo) (81°0) (L0°0) (60°0) (90°0) (£00) (90°0) 30 edw pabbe
S00- €00 +€T°0- L00 90°0- 010 *xx9C°0- (T-)ainseaw puog umQ pue snoauejuejsuf
(T00) (€00) (T00) (T00) (T00) (T00) (T00) (00°0) (000) (500) (00°0) (T00)

»%x30°0 *x¥7C°0 »x8T°0 »#xE0°0- »xV7C°0 *#x9T°0 *xx50°0 *xx80°0 *xx10°0 »#x9€°0- »x70°0 »xLT°0 (T-)1enualayip 1s3491u]

(T00) (TT0) (z00) (z00) (¥00) (€00) (c00) (c00) (T00) (0z0) (T00) (c00)

»¢x80°0- +xx6C°0 »»xG€°0 x»»x8T°0 »xx76°0 »xxCE0 T0°0- »xEV'0 +xx0C°0 TT0- »x9T°0 Ay (T-)uonenaidde paydadxy 10358} |e307
(00°0) (000 (000 (000 (000) (000 (000 (000 (000 (000) (000 (000

xxx00'0 xxx00°0 xx00°0 xx000 +%x00°0- +xx00°0 x»xx000 00°0- xxx00°0- 000- 00°0- xxx000 (T-) @suding dlwouod3 elsy 101dey jeuoibay
(000) (000) (000) (000) (000) (00°0) (000) (000) (000) (000) (00°0) (00°0)

2100 +xx00°0- 2100 2100 *xx 100~ *»x 100" 2100 2100 +xxL0°0- *»x 100" 2100 2100 A._Huv Awmcmr_u Qov XIA
(000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000)

£xx 100 £xx10°0- 000 £xx00°0 *x10°0 £xx 100~ £xx00°0 £xx 100 xx10°0 *x10°0 00°0- £xx 100 A._Hqu~>
(¥0°0) (S0°0) (¥0°0) (co0) (€0°0) (¥00) (zo0) (¥0°0) (€0'0) (s00) (¥0°0) (00)

#2x78°0- | xxxVS0- »xx87°0- »xx61°0- »xx79°0- +%x38°0- »#x85°0- »#x€9°0- »¢x0L°0- »xxC0T- »%xGL°0" »xx£9°0~ (T-) peauds SIO 1oqn 103o¢ej [eqo|H

HL s Hd ZN AN Wl dr NI al JdH N> nvy so|qerep

(z 12POIN)

S9IWIOU029 1910 9y} SA AWoU0dd duo HulAjoAUul SMOJ) puoq Jo aleys Juadiad ay) uo suoissaibas [pued Annunod Aq A13uno) :f ajqel xipuaddy

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures

92



"T00>d xxx 'S0°0>d s T0>d &

¥120 G610 TLEO 9v€0 G9€°0 920 88€°0 vL20 16€0 9/T0 0920 0820 A pasnlpy
1298 1298 1298 T€9Y v1es 1298 T€9% 1298 1298 1298 1298 T€9% suoieAIasqo
(€0°0) (0°0) (€0°0) (z00) (z00) (€0°0) (z00) (€0°0) (€0°0) (0°0) (€0°0) (z00)
***m%\‘o ***ON.O **VLN._”.O ***VWAO ***W0.0 ***HV.O ***Nm.o ***WMAO ***HQ.O ***wm.o ***mq.o Ooo HCNHMCOU
(z00) (€0°0) (z00) (10°0) (z00) (z00) (10°0) (€0°0) (z00) (€00 (z00) (10°0)
xx1T°0 xG00 xxx0T°0 000- €00 000 200- 100~ xxG00 xxx600 | xxGT0 100 (T-)2dnseaw aAize|NWND SIBYIO
(80°0) ’ (€T°0) ) (S0°0) (£0°0) : (¥0°0) (50°0) ’ (+0°0) ‘ SIN4D
MANE xxxEE°0 xlT0 €00 xxx02°0 =ET0 xxxG¥°0- (T-)2Inseaw aAeInWNd UMQO 0 Iedwi wid) Huo
(10°0) (€0°0) (10°0) (10°0) (10°0) (100 (10°0) (000) (00°0) (S0°0) (00°0) (10°0)
#xG00 | xx£Z0 | xxx6T0 | %xx€00- | xxxbC0 | #xx9T0 | ¥xxG00 | +xx80°0 | +xx00 | xxxP€0- | %xxG00 | +xxIT0 (T-)|enusiayip 1sataiu]
(10°0) (TT1°0) (z00) (z00) (¥0°0) (€00) (z00) (z00) (10°0) (0z'0) (10°0) (z00)
#0x800° | xxx8€0 | xxGEO0 | xxx8T0 | xxxt60 | xxx6C0 100- xex770 | xxx0Z°0 100 xexlT0 | xxx¥T°0 (T-)uonemaidde payoadxy 10308} |2207
(00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (000) (00°0) (00°0)
xxx000 | xxx000 xx00°0 #0000 | xxx000- | xxx000 | xxx000 000- xxx00°0- 000- 000- xx000 (T-) @sudins d1wouod] eisy 10308y |euoibay
(000) (00°0) (00°0) (000) (000) (000) (00°0) (000) (000) (000) (00°0) (000)
xxxT0°0- | xxxT00- | xxxT00- | %xxT00- | #xxT0°0- | #xxT00- | xxxT00- | %xxT00- | %xxT00- | xxxT00- | xxxT00- | xxxT00- (1-) (9Bueyd %) XIA
(000) (00°0) (00°0) (000) (000) (000) (00°0) (000) (000) (000) (00°0) (000)
***._”0.0 ***H0.0u OOO ***O0.0 ***H0.0 *«.*H0.0u ***O0.0 «&*._”0.0 ***H0.0 ***._”0.0 OOO| ***._”0.0 A._TVXH>
(%00 (50°0) (¥0°0) (200 (€00 (#00) (z00) (¥0°0) (€00 (S0°0) (¥0°0) (200
27807 | xxx0G 07 | xxxlt0- | xxx8V0- | xxx€9°0- | xxx€E8°0- | xxx8G°0- | xxxT90- | %xx69°0- | xxxCOT- | %xxGL'0- | xxxL9°0- (T-) peasds SIO Joqr] 1030e} [eqo|D
HL s Hd ZN AN Wi dr NI ar MH ND nv sa|qeliep

(€ 12POIN)

S3IWIOU029 1910 9y} SA AWoU0Id duo HulAjoAul SMOJ) puoq Jo aleys Juadiad ay) uo suoissaibas [pued Annunod Aq A13uno) :g ajqel xipuaddy

93

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



T00>d xxx 'S0°0>d i 'T0>d

€120 ¥61°0 0LE0 LYE0 99€0 JAZ40) 88€0 SLZ0 16€0 vLT0 v 0 0820 A parsnlpy
019S 019S 0T9S 1€9% ¥1es 019S 1€9% 0199 019S 0T9S 0199 T€9% suoieAIasqQ
(€0°0) (#0°0) (€0°0) (200) (z00) (€0°0) (z00) (€0°0) (€0°0) (#0°0) (€0°0) (z00)
xex770 | xx0L'0 | xx€T0 | xxxG¥0 | %4800 | xxxOV0 | xxxCE0 | xx8E0 | xxx6E0 | +xxEE0 | +xx9¥0 000 jueisuod
(¥0°0) (50°0) (€0°0) (zo0) (€0°0) (¥0°0) (z00) (S0°0) (€0°0) (50°0) (50°0) (€0°0)
000- 200~ +x60°0 200~ 00 xxxIT°0 xxG00 xxx72°0 xx80°0 000 700 20°0- (T-)a1nseaw Bulussoo| ,siay10
(1T1°0) (0T°0) (80°0) (¥0°0) (90°0) (80°0) (#0°0) (60°0) (60°0) (1T°0) (60°0) (S0°0)
200 S00- waV€0 | wIT0- | #1200 100 100~ xx1E0 110 110 110 L00 (T-)ainseaw buiuaybi s18YIO
(97°0) ’ ’ ’ (1T°0) (1T°0) ) (90°0) ’ : (£0°0) ’
xxx67°0 xxG2°0 910~ 90°0- xx€C0 (T-)ainseaw Bujussoo| umo
(9T°0) (81°0) : (8T°0) ’ (21°0) ) SIN4D jo edw
wx V0 91°0- IT0- 110 (T-)aJnseaw bBuiuaybn umQ snoauejuelsu]
(10°0) (€0°0) (10°0) (10°0) (10°0) (10°0) (10°0) (00°0) (00°0) (50°0) (000) (10°0)
x6xG0°0 | %xx870 | xxx6T0 | xxx€00- | xxx¥Z0 | #xx9T0 | #xxG00 | xxx800 | %xx00 | xxxE€€0- | xxxG00 | xxxIT0 (T-)lenusiayip 1sataiu]
(10°0) (1T°0) (z00) (z00) (¥0°0) (€0°0) (z00) (200) (10°0) (0z°0) (10°0) (z00)
xxx80°0° | %xxx6€°0 | xxxVE€0 | xxx8T0 | xxxZ60 | xxx0€0 100~ xxGV0 | xx0T0 200 910 | a0 (1-)uoneaidde payadxy 10308} |2207
(00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (000)
xxx000 | xxx000 xx00°0 2000 | %xx000- | %xx000 | %xx000 000- +xx00°0- 000- 000- xxx00°0 (T-) @sudins d1wouod] eisy 10308y |euoibay
(000) (000) (00°0) (000) (00°0) (000) (000) (00°0) (00°0) (000) (00°0) (000)
xxxL0°07 | xxxT0°0- | %xxT00- | 5%xT00- | #xxT00- | xxxT00- | #xxT00- | #xxT00- | #xxT00- | xxxT00- | xxxT00- | xxxT00- (T-) (8Bueyd %) XIA
(000) (000) (000) (00°0) (00°0) (000) (000) (00°0) (00°0) (000) (000) (000)
*«.«.H0.0 ***._”0.0u OOOu ***O0.0 ***._”0.0 ***._”0.0u ***O0.0 ***._”0.0 ***._”0.0 «&*._”OAO OOOu **«,._”0.0 A._Hqu~>
(%00 (S0°0) (00 (zo0) (€0°0) (%00 (zo0) (¥0°0) (€0°0) (50°0) (#0°0) (z00)
207807 | 4xxCS0- | xxx87'0- | xxx870- | xxx€9°0- | xxx€80- | xxx850- | ¥xxC90- | xxx0L0- | %xx0'T- | %xx9L°0- | %xxL9°0- (T-) peasds SIO Joqr] 1030e} [eqo|D
HL s Hd ZN AN Wi dr NI ar MH ND nv sa|qeriep

(v 12POIN)

S9IWIOU029 1910 9y} SA AWoU0Id duo HulAjoAUul SMOJ) puoq Jo aleys Juadiad ay) uo suoissaibas [pued Annunod Aq A13uno) :9 ajqel xipuaddy

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures

94



T00>d xxx 'S0°0>d i 'T0>d

L120 G610 TLEO 8¥€0 S9€°0 EIZ40) 88€0 6.20 16€0 SLTO 6520 0820 A paisnlpy
1299 1299 1295 1€9% ¥1es 1298 1€9% 1298 1299 1295 1298 T€9% suoieAIasqQ
(€0°0) (#0°0) (€0°0) (200) (z00) (€0°0) (z00) (€0°0) (€0°0) (#0°0) (€0°0) (z00)
w770 | xx0L'0 | xxxPT0 | 5970 | 4800 | wxxIV0 | %xxlE0 | xxxlE0 | xxxIV0 | +xxEE€0 | sxxxb¥0 000 jueisuod
(€00) (€00) (z00) (10°0) (20°0) (€00) (10°0) (0°0) (20°0) (€0°0) (€0°0) (zo0)
xxx€1°0" | #x£00- | xxx600- | xx€0°0- 000- 100 100 xx9T0 | %900~ xxL0°0 | xxx9T°0- 200~ (T-)a4nseaw Bulussoo| aAieINWIND SIBYIO
(80°0) (£00) (90°0) (€00 (¥0°0) (90°0) (€0°0) (90°0) (90°0) (80°0) (90°0) (¥0°0)
«FT0 000 xxx020 | %800~ xx¥T°0 900 700 xxx62°0 800 xLT0 S00 «600 | (T-)ainseaw Buiuaybi sanenwind sisyio
(1T°0) ’ ’ ’ (80°0) (80°0) ) (0°0) ’ : (50°0) ’
xxx8%7°0 x6T0- 600~ xxx92°0- xx€G°0 (T-)aJnseaw BulUSSOO| dAIIRINWIND UMO
(1T°0) (€T°0) : (€T°0) ’ (60°0) ) SIND jo
«020 «CE0 1T10- «T0 (T-)ainseaw Buiuaybiy aaejnwnd umo  3dedw; wiid) buol
(10°0) (€0°0) (10°0) (10°0) (10°0) (10°0) (10°0) (00°0) (00°0) (50°0) (000) (100
xxxG0°0 | xxxLT0 | xxx6T0 | 55x€0°0- | xxs¥C0 | #x9T0 | xxG00 | +xx800 | xxxC00 | xxxV€0- | xxxG00 | xxxIT°0 (T-)lenusiayip 1sataiu]
(10°0) (1T°0) (z00) (z00) (¥0°0) (€0°0) (z00) (200) (10°0) (0z°0) (10°0) (z00)
xxx80°0" | xxx6€0 | xxxGE0 | xxx8T0 | xxx¥60 | xxx620 100~ xxGV0 | xx0T0 100 xxlT0 | xxx¥T0 (T-)uonemaidde payoadxy 10308} |2207
(00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (00°0) (000)
xxx000 | xxx000 xx00°0 2000 | %xx000- | %xx000 | %xx000 000- +xx00°0- 000- 000- xxx00°0 (T-) @sudins >1wouod] eisy 10308y |euoibay
(000) (000) (00°0) (000) (00°0) (000) (00°0) (00°0) (00°0) (000) (00°0) (000)
xxxL0°0- | xxxT00- | %xxT00- | 55xT00 | #xxT0°0- | xxxT00- | %xxT00- | %xxT00- | #xxxT00- | #xxxT00- | xxxT00- | xxxT00- (1-) (9Bueyd %) XIA
(000) (000) (000) (000) (00°0) (000) (000) (00°0) (00°0) (000) (00°0) (000)
**«.H0.0 ***._”0.0u OOOu ***O0.0 ***._”0.0 «,**._”0.0u ***O0.0 ***._”0.0 ***._”0.0 «&*._”OAO OOOu **«,._”0.0 A._TVXH>
(%00 (S0°0) (00 (zo0) (€00 (%00 (zo0) (¥0°0) (€0°0) (S0°0) (00 (zo0)
207807 | 4xxCS0- | xxxl¥0- | xxx870- | xxxt90- | xxx€80- | %1850 | %xxC9°0- | xxx0L0- | xxxC0'T- | sxxlL0- | %xxL9°0- (T-) peasds SIO Joqr] 1030e} [eqo|D
HL s Hd ZN AN Wi dr NI ar MH ND nv so|qeliep

(S 12POIN)

S9IWIOU029 1910 9y} SA AWoU0Id duo HulAjoAul SMOJ) puoq Jo aleys Juadiad ay) uo suoissaibas [pued Annunod Aq A13uno) :z ajqel xipuaddy

95

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



"T00>d xxx 'S0°0>d i T0>d 4

oo 0900 0900 8¢00 1100 7200 TST0 LS00 43N] 0200 el paisnlpy
T150C T150C T1S0¢C T150C T1S0C T150C T150C T150C T1S0C T1S0¢C suonealssqo
(£00) (60°0) (010) (£00) (010) (80°0) (010) (60°0) (£00) (80°0)
*xxVV LT xxx00'8¢ »¥x(6'GC *xx9L'8T *x[9'TC *xxE8'8 #»#x8C°0" | #xx6G°TE *%x99°9 »xx(6'8C lueysuo)
(0z0) (61°0) (61°0) (0z0) (81°0) (z0) (tzo) (61°0) (0z0) (61°0)
xxx€9°0- 9¢0- €0 00 80°0- 9T°0- xxx(9°0- cco- €T0 TC0- (T-)ainseaw buluasoo| s1BYIO
(S¥°0) (6€0) (6£0) (€¥0) (L£0) (L£0) (590) (ov°0) (5€0) (6€°0)
0T0 Y0 80°0- T00 S0 *£9°0 x60'T 620 xC9'0 LTO (T-)aunseaw buluayby sisyio
(59°0) (09°0) (09°0) (99°0) (85°0) (08°0) (89°0) (z9°0) (69°0) (19°0)
10 89°0- 90°0- €€0- SL0 LV0 18°0- 0c0- 80°T- Lo (T-)ainseaw Bulussoo] s,g
(ov'1) (LT1) (911 (0e'1) (€1T1T) (€T'T) (ST2) (0z'1) (90°1) (LTT)
0L0- *LC°C *LCC- *x88'C- *68'T- 6v°0- SY'T- xxxET'E- 68°0- Ll (T-)a1nseaw buluaybny s,g
(18°0) ’ ’ (99:0) ' (62°0) ' ’ (0€0) ’
VST TS0 A LY0- (T-)aunseaw buluasool s,y
(T8°0) (STD . (95°0) : SIND jo 3deduw
*xC8T- v°0- »xx09'T- (T-)ainseaw Buiusyybn s,y snoauejuejsug
(c00) (c00) (t00) (c00) (c00) (c00) (c00) (t00) (c00) (c00)
x%x80°0- T00 »#xEC0 x€00 »%x90°0- #xCL'0" | #xxST0 »xx¥0°0 *xx60'0 x»xx[€°0 (T-)lenuatayip 3saia1ul s,g
(€00) (c00) (z00) (c00) (¢00) (z00) (€00) (c00) (c00) (200
+x8T°0- €00 +%x80°0- »%x0C°0- »»xGT°0 #»#x0T°0 | »xx8T°0- ¢0°0- T00 000 (T-)uonepaidde paydadxs s,g
(€00 (¥0°0) (€00 (€00 (z00) (10°0) (z00) (60°0) (100 (zo0)
xxxLC°0 xxx88°0 »xx09°0- x»xx6C°0 xxxLT°0 T00 xxxVC°0 »x8L'T »x9T°0 »xx8C°0- (T-)lenualayip 1saiaqul s,y
(T00) (cT0) (#00) (50°0) (500) (€00) (z00) (L£0) (€00) (#00)
*xxL00 *xxCE0 c0°0- 2920 »CT0 *»#xEC0 »x G170 vV T'T £xx68°0- +80°0- A._Huvco_u.m_uw‘_h_gm _uwu_.uwaxw AV LOHUN* _NUOJ
(00°0) (00°0) (000) (00°0) (000) (000) (000) (00°0) (00°0) (000)
#x10°0 #x10°0 00°0- +%x00°0- +xx00°0 00°0- »¥x10°0~ +x10°0 #x10°0 x»x00'0 (1-) @suding dlwouo0d3 elsy 1033ey jeuoibay
(00°0) (00°0) (000) (00°0) (000) (000) (000) (00°0) (00°0) (00°0)
*10°0 »¢xC0°0 +x10°0 000 000 000 +xx10°0 »x10°0 +10°0 000 (T-) (3bueyd %) XIA
(000) (000) (000) (000) (000) (000) (000) (000) (000) (000)
*xx50°0- *xx60°0- *»x€0°0- *xC00 *xxC00 *x50°0 »xx8T°0- *xx70°0- *xxG0°0- 000- AH.VXH>
(01°0) (TT0) (01°0) (01°0) (01°0) (600) (TT0) (01°0) (60°0) (60°0)
179’ T ##x6€'T »¢x07'0- AN *4x67°0- +1C0 #%xL9°0- »#x6€°0 #ex€L'T 0T0- (1-) peauds S1O 4047 103o¢ej [eqo|H
HL 9s ZN E-)| dr NI aI JIH ND nvy sa|qelep

(T I19POIN) (g) se1wou033 1330 3y} sA () Awouods suo Huirjonul (GH IgD) Suin}ad puoq Jo suolle|a440d uo suoissaibai [sued :g a|qe} xipuaddy

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures

96



"T00>d xxx 'S0°0>d i T0>d 4

8¢00 1600 5900 S8T°0 €00 8500 7910 8400 ZsTo 1900 el paisnipy
T1S0C T150C T150C T150C T1S0C T1S0¢C T1S0C T150C T1S0¢C T150C suonealssqo
(tto (tT0) (€T0) (80°0) w10 (60°0) (eT0) (tT0) (60°0) (80°0)
*xx6L'LT »¥xCS'9C »x0€'SC *#x0C LT V96T »#xE8'8 *»#x16°0- »xLV'0€ »xLV'S *xx09'8¢ lueysuo)
(T00) (T00) (10°0) (T00) (T00) (z00) (T00) (T00) (T00) (T00)
*xxL0°0 000- T00 *xx60°0 »x70°0 »xVC°0 »x50°0 T00 *»xET°0- *xx80°0 (T-)ainseaw Buluasoo| aAReINWIND SIBYIO
(#00) (z00) (200) (50°0) (z00) (€00) (800) (200 (z00) (c00)
T00 »#x6C°0 »xxCT°0 +xET'0 »x9T°0 »x[€0 *#x95°0 +xx8C°0 +%x80°0 x»xx0T°0 (T-)aunseaw Buiuaiybiy sAne|NWND SIBYIO
(zo0) (z00) (z00) (zo0) (z00) (€00) (z00) (zo0) (zo0) (zo0)
€00 +%x530°0- c00- *xET0- »xxL0°0- xxxCL°0 €00 xxxLT°0- *%x9€°0- xxx0C°0- (T-)aunseaw Buiuasoo| aAe|nwInd s,g
(£00) (500) (50°0) (90°0) (50°0) (500) (¢T0) (50°0) (50°0) (50°0)
*ET0- »xLV°0 *xLC°0- »xx6C T »#x8C0 »xx6€°0 »xx67°0 900 *#x6T°0 *xST°0- (T-)a4nseaw Buiuaybi AeINWND s.g
(£00) ’ ’ (90°0) ' (z00) ’ ’ (#0°0) ’
»xxCE0- +xxCE0 »xxCV'0- »xxLV°0 (T-)a4nseaw Buluasoo| dAIEINWND S,y
(oT'o (2%0) : (s00) : SINAD
»xx02L°0- »xx067'C »xx6L°0- (T-)24nseaw mc_cwur_m_w SAlle|nwind sy jo uuma_E_ w9} m:o._
(c00) (z00) (z00) (c00) (c00) (z00) (z00) (c00) (c00) (c00)
*xx80°0- #5300~ »xVT°0 *70°0- €00- *xxLC 0" »x0T0 000- x»xx61°0 *$x6C°0 (T-)lenualayip 1saia1ul s,g
(€00) (z00) (200) (c00) (z00) (¢00) (€00) (200 (z00) (c00)
el T0- Z00 wxxl00- | xxs€T0- w0 ws0T0 | sxx6T0- €0°0- 100 10°0- (1-)uonepaidde psyoadxs s,g
(S0°0) (500 (€0°0) (€00 (€00 (€00) (z00) () (t00) (zo0)
+xx0€°0 *»#x6€°0 *xx6€°0- x990~ *»exET0- *xx€C 0~ *x6C°0 *»x[ET *€0°0- »x97°0- A._”.v_m_ucw‘_wur:—u 1saisqul sy
(200) (TT0) (#0°0) (50°0) (500) (#00) (z00) (8€°0) (€00) (#00)
+»x90°0 STO T0°0- xxxLC0 »xGT°0 w710 w7770~ »x76'T *+xx79°0- €0°0- A._Huvco_u.m_uw‘_h_gm _uwu_.uwaxw AV LOHUN* _NUOJ
(000) (000) (000) (00°0) (000) (000) (000) (000) (00°0) (00°0)
+x10°0 »»+10°0 000 +x10°0 +x10°0 »¢x10°0- »¥x10°0- »»x10°0 »»x10°0 ##x10°0 (1-) @suding dlwouod3 eisy 103dey Jeuoibay
(000) (000) (000) (00°0) (000) (000) (000) (00°0) (00°0) (00°0)
»x10°0 +xxC0°0 x10°0 00°0- T00- 000 x»xx10°0 x10°0 000 000 (T-) (3bueyd %) XIA
(000) (000) (000) (000) (000) (000) (T00) (00°0) (000) (000)
*xxG0°0- £xx90°0- *xxC0°0- *xxL00 *x90°0 *xx¥70°0 *»x6T°0- *xxC0°0- +x10°0- 000~ AH.VXH>
(01°0) (TT0) (0T°0) (01°0) (01°0) (01°0) (TT0) (0T°0) (60°0) (60°0)
¥xEL'T x»x€8°0 #%xG5°0- eV T'T- +%x98°0- +x9C°0 »¥x88°0~ »»+8€°0 #»#x99'T 600 (1-) peauds S1O 4047 103o¢ej [eqo|H
HL s ZN k)| dr NI ai JH ND nvy soa|qelep

(Z I9POIN) (g) se1wou033 1330 3y} sA () Awouods suo Huirjoaul (GH IgD) Suin}ad puoq Jo suole|a440d uo suoissaibai [sued :g 3|qe} xipuaddy

97

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



100> xxx 'S0°0>d i 'T0>d 4

£00°0 6000 [4:100] 0500 100 100 €900 T100 €V0°0 €00 9000 €900 el paisnlpy
506S¢C §506S¢C T¥08 506SC LeLet §506S¢C 506SC 506S¢C 506S¢C 506S¢C S06S¢ 506S¢C suoneAlssqo
(000) (000) (zo0) (T00) (T00) (000) (000) (T00) (zo0) (00°0) (000) (T00)
xxxC0°0- 000- xxxL0°0- | %xx50°0- | %%x90°0- 000- 00°0- 00°0- xxxLT°0- 000 x»xx10°0 T00- lueisuo)
(T00) (T00) (50°0) (T00) (T00) (T00) (10°0) (z00) (%00) (T00) (T00) (T00)
x2x70°0- T0°0- 90°0- xxC00 xxC0°0 xxx50°0 000 00 xxxC1°0 xxx€0°0 00°0- T00 (T-)24nsesw ,s91LIUN0d JBYIO
(#00) ’ (91°0) ' ' (€00) ’ (€00) (0T°0) ’ (z00) ' SIND o 1eduw
900 6T0- 700 T00- T00 T00- (T-)adnseaw puogq umQ snoauejuejsug
(000) (00°0) (T0°0) (000) (000) (00°0) (000) (000) (00°0) (00°0) (000) (000)
000 x»xx10°0 xxxL0°0 xx00°0 xxxC0°0 000 xxx10°0 000- xxx0°0 +10°0- 000- 000- (T-)lenuaiayip 1sai9u]
(000) (T00) (z00) (000) (000) (000) (00°0) (000) (000) (z00) (000) (000)
£xx00°0- +»x90°0 »x07°0 200 2100 1070 +»x90°0 +»100 +»x90°0 +x¥70°0- *»x10°0 £xxC00- A.ﬁuvco_um_uw‘_aam UQHU@QXm_ 103}d€j} |ed0T
(000) (00°0) (00°0) (000) (000) (00°0) (000) (000) (000) (00°0) (000) (000)
+xx00'0 +x00°0 000 ++x00°0 +xx00'0 000 »»x00'0 00°0- #%x00°0- »»x00'0 000 000 (1-) @suding dlwouod3 eisy 1033ey jeuoibay
(000) (00°0) (00°0) (000) (000) (00°0) (000) (000) (00°0) (00°0) (000) (000)
x00'0 #0000 | *xx000- x»»x10°0 x00'0 +xx00'0 xxx00'0 x»x00'0 »xxC0°0- xxx00'0 xxx00°0 +x10°0 (T-) (3bueyd %) XIA
(000) (000) (000) (000) (000) (000) (00°0) (000) (000) (000) (000) (000)
+xx000 000 000- *»x000 +xx00°0 +x000 +x000 000- *»x10°0 000- *xx00°0- 000- A._TVXH>
(T00) (T00) (80°0) (T00) (T00) (T00) (00°0) (T00) (z00) (000) (T00) (T00)
»»x€0°0 +xxC0°0 #xL€0 | *xxx¥00- 000 #¥xC0°0 00°0- »»x0T°0 00°0- »xx70°0 »»x50°0 +xx70°0 (T-) peauds SIO 4047 103o¢ej [eqo|H
HL 9s Hd ZN AN )| dr NI ai JH ND nvy sajqenep

(T I9POIAI) Se1WouU023 13Y30o 3y} sA Awouodd auo Huinjoaul (QH IgD) suinial puoq uo suoissaibai [pued Ai3unod Aq A13uno) :0T 3jqe) xipuaddy

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures

98



"T00>d xxx 'S0°0>d i T0>d 4

£000 9000 6100 8100 T100 €100 5200 100 €00 €200 7000 €900 el paisnlpy
2L8SC 218SC Tv08 218SC LeLet 2L8S¢C 218SC 2L8SC A 114 Z/8SC 2L8SC 2L8SC suonealssqo
(000) (000) (c00) (T00) (10°0) (000) (000) (T00) (zo0) (000) (00°0) (T00)
xxxC0°0- 000 c00- x%xG30°0- | xxx90°0- T00- 00°0- 000- xxxET°0- 000 xxx€0°0 TO0- jueisuo)
(10°0) (T00) (50°0) (T00) (T00) (T00) (T00) (c00) (¥00) (T00) (T00) (T00)
xC0'0 000 x2xCC 0" 100 T00 xxx50°0 %2200 c0°0- 100 x10°0 00 00 (-)ainsesw ,s9LIUN0d JBYIO
(10°0) (T00) (50°0) (T00) (T00) (T00) (T00) (c00) (¥0°0) (T00) (T0°0) (T00)
»xx70°0- +xC0°0- +0T'0 T00 000 ¢00- T00 +70°0 x90°0- T00- T00 T00 (€-)ainseawl ,s9113UNOD IBLYIO
(T00) (T00) (50°0) (T00) (T0°0) (T00) (T00) (c00) (¥0°0) (T00) (T0°0) (T00)
xxxE0°0- x%x€0°0- x60°0 T0°0- 000 x»xx0°0- 100 x€00 T00- T00 T00- +%x530°0- (¢-)ainseaw ,s8113UN0OD IBLYIO
(10°0) (T00) (50°0) (T00) (100) (T00) (T00) (c00) (¥0°0) (T00) (T00) (T00)
xxx70°0- T00- £L00- xxC0°0 xxC00 xxx50°0 00°0- 00 xxxC1°0 xxxE0°0 T0°0- T00 (T-)24nsesw ,s9LIUN0d JBYIO
(¥00) ’ (91°0) ' ’ (€00) ' (€00) (0T°0) ’ (200) '
»xx6T°0- 00 xx80°0 000 800 T00 (-)ainseaw puogq umQ
(¥0°0) (LT°0) (€00) (€00) (0T°0) (c00)
xL00 *xxG¥°0- T00- *xET0- S0°0- 00 (¢-)ainseaw puogq umo
(00 (LT°0) (€00) (€00) (0T°0) (c00)
900 8T0 xxx0T°0- xxx80°0 I10- T00 (¢-)ainseaw puog umo SIN4D jo edu
(¥00) (LT°0) (€00) (€00) (0T°0) (z00) pabbe| pue
900 60°0- 00 000- T00 00°0- (T-)ainseaw puogq umQo snoauejuejsug
(000) (00°0) (To0) (000) (00°0) (000) (000) (00°0) (00°0) (000) (00°0) (000)
00°0- xxx000- 000 xxx10°0 x»xxC0°0 00°0- x%x00°0- xx00'0- x»xxC0°0 000 xxx00'0- xxx00'0 (T-)lenualayip 1saia3u]
(00°0) (T00) (c00) (000) (000) (000) (000) (000) (000) (zo0) (000) (000)
+xx000- +»x90°0 »x07°0 *»xC0°0- *»x10°0 +»100 +xx900 1070 +»x90°0 +70°0- »x 100 £xxC00- A.ﬁuvco_um_uw‘_aam UQHU@QXM LOHUN* _NUOJ
(000) (00°0) (00°0) (000) (00°0) (000) (000) (000) (00°0) (000) (000) (000)
+xx00'0 +xx00°0 +xx00'0 ++x00°0 +xx00'0 000 ++x00'0 000 00°0- x»x00'0 xxx00'0 000 (T-) @suding dlwouo13 eisy 1033ey jeuoibay
(000) (00°0) (00°0) (000) (00°0) (000) (000) (00°0) (00°0) (000) (00°0) (000)
x000 +¢x00'0 +x10°0- +xx10°0 000 x»x00'0 +xx00°0 #0000 | *xx0°0- x»x00'0 xxx00'0 +x10°0 (T-) (3bueyd %) XIA
(00°0) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000)
*x000 000 x00°0- +xx00°0 +x000 *»x000 +xx00°0 x00°0- +x000 000- +xx00°0- 000- A._TVXH>
(10°0) (T00) (80°0) (T00) (100) (T00) (000) (T00) (z00) (000) (T00) (T00)
+x€0°0 +xxC0°0 PreYa 4] »¥x€0°0~ 00°0- »»x€0°0 00°0- #0T'0 | *xxx900- »»x70°0 »#xG0°0 +xx70°0 (T-) peauds SIO 4047 103o¢ej [eqo|H
HL s Hd ZN AN Wi dr NI ai JH ND nvy sajqelep

(Z I9POIAI) Se1wWou029 19Y3o 3y} sA Awouodd auo Huinjoaul (QH IgD) suinial puoq uo suoissaibai [pued Ainunod Aq A1uno) 1T 9jqe) xipuaddy

99

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



100> xxx 'S0°0>d i 'T0>d 4

6000 6000 9500 TS00 T100 100 €900 T100 €¥0°0 5200 £000 5900 el paisnlpy
506S¢C 506S¢C T¥08 §S06S¢C LeLet §506S¢C 506S¢C 506S¢C §506S¢C 506S¢C 506S¢C §S06S¢C suoljenlssqo
(T00) (T00) (80°0) (T00) (10°0) (000) (000) (T00) (z00) (to0) (10°0) (T00)
£xxC0°0- 100 *»x6€°0- *xxG0°0- *xxL0°0- 000 *xx10°0- 000 »x9T°0- *xxC00 *»x€0°0 000- luejsuo)
(000) (000) (00°0) (000) (00°0) (000) (000) (000) (000) (00°0) (00°0) (000)
xxx00°0 xxx00°0 xxx10°0- 000 00°0- xxx000 | *xx00°0- 000 xxx00°0 xxx00°0 xxx00°0 »xx00°0 (T-)a4nseaw aAleINWIND SJ9YI0
(000) ’ (€00) ' ’ (00°0) ’ (000) (T00) ’ (00°0) ’ SIND o 1eduw
»xxC0°0- S00 00°0- +x00°0- x10°0 000 (T-)ainseaw aAe|NWIND UMO uua} buo
(000) (000) (T0°0) (000) (00°0) (00°0) (000) (000) (000) (00°0) (00°0) (000)
xxxC0°0 xxx10°0 *xIT°0 xx00°0 xxxC0°0 xxx00'0 xxx10°0 000- x»xx70°0 00°0- 000 000 (T-)lennuaiayip 1sa193u]
(000) (T00) (z00) (000) (000) (000) (00°0) (000) (000) (c00) (000) (000)
2100 £xx900 »xCV°0 *»xC0°0- »xL00 2100 +»x90°0 *»x 100 *»x90°0 *xxL0°0- »x 100 *»xC0°0- A.mnvco_“_.m_um.hn_ﬁ_m —UQU_.UOQXM 103}d€j} |ed0T
(000) (000) (000) (000) (000) (000) (000) (000) (000) (00°0) (00°0) (000)
+x00°0 +x00°0 »»x00'0 +xx00'0 »»x00'0 00°0- x»x00'0 000 +%x00'0- | *xxx000 000 000~ (T-) @suding d1wouod3 elsy 1033ey jeuoibay
(000) (000) (00°0) (000) (00°0) (00°0) (000) (000) (000) (00°0) (00°0) (000)
+x000 +xx00'0 xxx00'0- +xx10°0 x00°0 +x00'0 x¢x00'0 #0000 | #xxC0'0- | £x000 xxx00'0 x»x10°0 (1-) (3bueyd %) XIA
(000) (000) (000) (000) (000) (000) (00°0) (000) (000) (000) (000) (000)
x»xx00'0 000 +x000 xxx00°0 xxx00°0 xxx00'0 xxx000 00°0- xx10°0 000 xx00°0- 000- (T-)XIA
(T00) (T00) (80°0) (T00) (100) (T00) (00°0) (T00) (¢00) (000) (T00) (T00)
»xx70°0 »»x€0°0 *#x9C°0 »¢x70°0~ 000 #xxC0°0 T00- x»»+1T°0 00°0- »xx70°0 #5300 »»x€0°0 (T-) peauds SIO Joqn 103o¢ej [eqo|H
HL 9s Hd ZN AN A dr NI aIl JH ND nvy sa|qelep

(€ I9POIAI) Se1WoU0I3 4930 3y} SA Awouodd auo Huinjoaul (QH IgD) suinial puoq uo suoissaibai [pued Ai3unod Aq A1uno) :zT 9ajqe) xipuaddy

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures

100



"T00>d xxx 'S0°0>d 44 T0>d &

£00°0 6000 Zsoo T1S0°0 100 c100 €900 T100 700 7200 9000 #90°0 A paisnlpy
506S¢ §506S¢ Tv08 506S¢ Lelet 506S¢ 506S¢ 506S¢ §506S¢ §506S¢ 506S¢ §5065¢C suoneassqo
(000) (00°0) (c00) (T00) (T00) (00°0) (000) (T00) (c00) (000) (00°0) (T00)

»¥xC0°0- 00°0- #xxL0°0- »#xG0°0~ »%x90°0~ 00°0- 00°0- 00°0- »»x8T°0~ 000 #x10°0 T00- lueisuo)

(100) (T00) (50°0) (T00) (T00) (T00) (T00) (c00) (%00) (T00) (T00) (T00)
x€0°0 T00 800 xxC0°0- »xxC0°0- »xx70°0- T00- xx50°0- xx80°0- »¢x€0°0- T00 x»x¥0°0- (T-)aanseaw buluasoo| sidyi0
(€00) (c00) (0T°0) (z00) (T00) (€0°0) (T00) (€00) (cT0) (z00) (€00) (€00)

xxx0T°0- T00 €00 00 100 x»x0T°0 x€0°0- ¥0°0- x»x[9°0 T00 T00 +%x80°0- (T-)ainseaw Bulusiybn s1YI0

(900) ’ ’ ' ’ (¥0°0) ' (€00) ' ' (c00) '

00 90°0- T00 T00 (T-)ainseaw bujuasoo| umo SIN4D
(900) (91°0) (£00) ’ (010) ’ jo pedun
»ET0 6T0- T00 100 (T-)aunsesw buiusiybiy umQ  snoauejuelsu]
(000) (00°0) (To0) (000) (000) (00°0) (000) (00°0) (000) (000) (00°0) (000)

000 x»x10°0 »xxL0°0 xxx00°0 xxxC0°0 000 xxx10°0 00°0- xxx0°0 *x10°0- 000- 000 (T-)lenuaiayip 1sai9)u]

(00°0) (T00) (c00) (000) (000) (000) (000) (000) (000) (z00) (000) (000)

+xx000- +»x90°0 070 200 *»x10°0 +»100 +»x90°0 1070 +xx900 700~ 2100 £xxC0°0- A.ﬁuvco_um_uw‘_aﬁm UQHU@QXM 103}d€j} |ed0T

(000) (00°0) (00°0) (000) (000) (00°0) (000) (00°0) (000) (000) (00°0) (000) 103o¢ej
x»x00'0 xx00°0 000 ++x00'0 ++x00°0 000 ++x00'0 00°0- ++x00°0- +xx00'0 000 000 (1-) @suding dlwouo0d3 elsy |euoiboy
(000) (00°0) (00°0) (000) (000) (00°0) (000) (00°0) (000) (000) (00°0) (000)
x00°0 xxx00'0 +xx00°0- x»x10°0 x000 x¢x00'0 x»x00'0 +xx00'0 »¢xC0°0- +xx00'0 +xx00'0 +x10°0 (T-) (3bueyd %) XIA
(00°0) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000)
+x000 000 000~ +»x000 +»x000 *x000 +»x000 000~ *xx10°0 000- £xx00°0- 000- A._TVXH>
(10°0) (T00) (80°0) (T00) (T00) (T00) (000) (T00) (z00) (000) (T00) (T00)
+x€0°0 +xxC0°0 #x1€0 »xx70°0- 000 #xxC0°0 00°0- +x0T°0 00°0- +xx70°0 #3500 +xx70°0 (T-) peauds SIO 4047 103o¢ej [eqo|H

HL s Hd ZN AN wi dr NI aIl JdH ND nvy sa|qelep

(7 I9POIAI) Se1WoU0I3 1930 3y} sA Awouodd auo Huinjoaul (QH IgD) suinial puoq uo suoissaibai [pued Ai3unod Aq A1uno) :£1 ajqe) xipuaddy

101

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



"T00>d xxx 'S0°0>d 44 T0>d &

0100 6000 £S0°0 ¢S00 100 100 €900 ¢100 €¥00 9200 £00°0 5900 A1 paisnlpy

506S¢ 506S¢ Tv08 506S¢ Lelet 506S¢ 506S¢ 506S¢ §506S¢ 506S¢ §506S¢ §506S¢ suoijenIssqo

(T00) (T00) (600) (10°0) (T00) (000) (000) (10°0) (c00) (T00) (T00) (T00)
»xC0'0- 100 ST0- »xxG0°0- »x60'0- 100 »xxC0°0- 100 »xLT0- »xC00 +xx€0°0 00°0- luejsuod

(000) (000) (000) (00°0) (000) (000) (000) (000) (000) (00°0) (000) (000)

00°0- »¢x00°0- +10°0 xxx00'0- 000 xx00°0- 000 000- x»xx000- | %xx000- xx00°0- +%x000- (T-)a4nseaw bulussoo| dAnEINWND SIBYIO

(000) (000) (T00) (00°0) (000) (000) (000) (00°0) (T00) (00°0) (000) (000)

x»x10°0 000 xxxL0°0- %100 xxx00'0- 00°0- 000 *10°0 100 xxx00°0 000 xx00°0 (T-)aunseaw Buiuaiybn sAanenwINd SI9YIO

(000) ’ ' ’ ' (000) ’ (000) ' ’ (000) ' SIN4D Jo
»xxC0°0 000 000 000- A._Huvw.:gmmwg mC_CmeO_ SAlle|INWND UMQ u.quE_
(T00) (€00) (T00) ’ (T00) ' w9}
+%x30°0- x»xxCT°0 T00 T00 (T-)ainseaw buiuayybn ane|NWNd uMO 6uo
(000) (000) (T00) (00°0) (T00) (000) (000) (00°0) (000) (00°0) (000) (000)

x»xxC0°0 xxx10°0 xxxCT°0 +x000 xxx0°0 xxx00°0 +xx10°0 xx00°0- x»xx70°0 00°0- 000 000 (T-)lenualayip 1saiaiu]

(00°0) (100) (z00) (000) (000) (000) (000) (000) (000) (200) (000) (000) 103o¢ej
*xx10°0- »x90°0 *xEV'0 *xx10°0- »x10°0 »x10°0 *%x90°0 *xx10°0 »x90°0 »xxL0°0- *xx10°0 xxxC0°0- (T-)uonepaidde paadxy |e207
(000) (000) (000) (00°0) (000) (000) (000) (000) (000) (000) (000) (000) 103o¢ej
x»x00'0 +x00°0 +x00°0 »»x00'0 ++x00°0 000~ xxx00'0 000 ++x00°0- +xx00'0 000 000 (T-) @sudins diwouodg eisy  Jeuoibay
(000) (000) (000) (00°0) (000) (000) (000) (000) (000) (00°0) (000) (000)

xx00'0 +xx00°0 +%x00°0- x»¢x10°0 x00'0 x»x00'0 x¢x00'0 xxx00'0 »¢xC0°0- +xx00'0 +xx00°0 x»»x10°0 (1-) (3bueyd %) XIA

(00°0) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000)

xxx000 000 xxx00°0 xxx00°0 xxx000 xx000 xxx00°0 000- +x10°0 000 xx000- 00°0- (T-)XIA

(10°0) (T00) (600) (T00) (T00) (T00) (00°0) (10°0) (¢00) (00°0) (T00) (T00) 103o¢ej
»xx70°0 »»x€0°0 *x 170 #1700~ 00 »»xC0'0 T00- #»#x1T°0 T0°0- »xx70°0 +%xG0°0 »»x€0°0 (1-) peauds SIO Joqr] leqo|d

HL 9s Hd ZN AN i dr NI aIl JH ND nvy sojqelep

(S I9POIAI) Se1WouU023 19Y3o 3y} sA Awouodd auo Huinjoaul (QH IgD) suinial puoq uo suoissaibai [pued Ainunod Aq A1uno) 4T 9ajqe) xipuaddy

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures

102



"T00>d xxx 'S0°0>d i T0>d 4

00 1800 €¢00 1800 9500 ST€0 T0T0 §S00 x4 000 LEOO el paisnipy
41374 41374 141374 0£8T1¢ 41374 1431374 41374 141374 41374 141374 41374 suonealssqo
(91°0) (1z°0) (82°0) (0z0) (LT°0) (z€0) (0z0) (€z0) (tz0) (c10) (0z0)
»#x89°€E »x9V' S *xx80'T€E »xCV VL »xVTTE »xx067C *xx[8'8T »#xET'TC *xx89'6C »x0V'CT *xxC6'9€ lueysuo)
(v°0) (S¥°0) (T50) (95°0) (6%°0) (09°0) (T90) (9v°0) (L¥0) (££°0) (Ts0)
*x18°0- L0~ €9°0- €0 SS90 »=xECC 9t°0- 9T0 »#x6C'C- *#x90°T- TC0- (T-)ainseaw bulussoo| s1BYIO
(660) (€60) (S0T) (66°0) (zo1m) (€TT) (¢60) (or'T) (56°0) (#9°0) %01
T00 8¢°0- 090~ LT0 LEO- »xx79°€- +0€'C xS9°C 9¢'T- 8C°0- T00- (T-)aunseaw buluayby sivyi0
(Tr'T) (') (€9T) (r91) (VAu) (T6'T) (98T (Lv'T) (8v'T) (TzT) (¢9m
EV0- eVl 000 eVl LT €9°0- 1T0- TTT 8T0- 860- 590 (T-)ainseaw Buiussoo] s,g
(rze) (96'2) (s€€) 91¢) (6T°€) (€6°€) (€6'0) (€6v) (50°¢€) (502 (€g€)
0L¢C 6SC LT *6€°S LLY VEY- 8L°¢ 0S°0- *8T'G- ¥0'¢- 9T'¢ (T-)a1nseaw buluaybn s,g
(821 ’ ' 1) (6S°T) ’ (TL0) ’ ' (55°0) '
6T'T g0 44" ¥xx[8'T 6v°0- (T-)aunseaw buluasool s,y
(8471 ’ (5L ' (T ’ SIN4D jo edu
*(9E- *xL€'S L0 (T-)aunseaw Buiusyybn s,y snoauejuejsug
(¥0°0) (¥0°0) #00) (50°0) #00) (50°0) #00) (€0°0) #00) (€00) #00)
»xET°0 *xxLE0- 2190 700 »xx0€0 £0°0- »x€C0- 2620 220~ 2620 +»x0C°0 AHuv_m_ch.hwt._U 1sausyul s g
(80°0) (90°0) (900) (90°0) (900) (£0°0) (900) (£0°0) (900) (#0°0) (900)
#3910~ x0T°0 #3970~ +¥x36°0 700~ +xx6€°0 »xxLE°0 »%x£9°0~ xxC 10" €00- »%x95°0~ (T-)uonenaidde paydadxs s,g
(900 () (£00) (L00) (900 (L00) (€00 (¥0°0) (€z°0) (zo0) (900
*xxLC 0~ »x9T'T *xx6T°0 *x78°0 *xxC L0~ *xxV8T- »xb¥’0 *xx€C 0~ ¥C0- *»xEV0 «IT°0- A._”.v_m_ucw‘_wt_ﬁ 1saisqul sy
(€00) (82°0) (tT0) (€20 (€T0) (LT°0) (80°0) (50°0) (88°0) (50°0) (TT0)
»x7C°0 *xx[8°0- L0°0- *xx98°0- *xx L0 ¥C0 »x78°0- *»xCS°0 +xx69°GT 110" c00 A._quco_u.m_uw‘_agm —uwu_.uwﬁxw A LOHUN* _NUOJ
(00°0) (00°0) (000) (00°0) (000) (000) (000) (00°0) (000) (00°0) (000)
»¢x10°0- »¥x10°0- ##x10°0- »»x€0°0 +%x00°0- #¥x50°0- +xxC0°0 »»xC0°0 +4x70°0- »»+10°0 000 (1-) @suding dlwouo0d3 eisy 1033ey jeuoibay
(T0°0) (T0°0) (T00) (T00) (T00) (T00) (T00) (T0°0) (T00) (T00) (T00)
T00 +10°0 T00- »xx€0°0- +xC0°0- x»¢x90°0 »xx70°0- +x90°0- +xxL0°0 »¢xC0°0 T0°0- (T-) (3bueYd %) XIA
(t0°0) (t00) (t00) (t0°0) (t00) (t00) (t00) (t0°0) (t00) (100 (t00)
*»xGT0- *xxVT°0- 000~ »x9T°0 +xC00 *xx8€°0- *xx1C0 *xxLC0 *»xC50- *xxC 10~ T00- AH.VXH>
(cz0) (LZ0) (82°0) (520 (rz0) (¢€0) (€z0) (¥z0) (z0) (91°0) (920)
*xx90'T- wxxVCC- ¥xx9L'C- LE0 xxxV L'V 1xx6V' L~ xxxV78°6- sxxL L'V ¥%x99°C xxx0L'C »x8E- A._Huv —umw‘_Qw SIO LOQ_I_ LOHUN&. _NQO_Q
HL s ZN AN i dr NI ai JdH ND nvy sojqenep

(T I9POIN) (g) sa1wou03a 1aY3o 3y} sA (y) Awouoda auo Buiajoaul (AN I9D) Suin}al puoq JO UOIIE|31I0D 3Y) UO suoissaibai [aued :ST 3|qe} xipuaddy

103

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



100> xxx 'S0°0>d i 'T0>d 4

89T°0 6vT0 900 0LT0 5600 Tevo €910 9600 7620 8110 1900 el paisnlpy
141374 41374 41374 0£8T1¢ 431374 41374 1431374 41374 1431374 1431374 41374 suonealssqo
(tz0) (sz0) (9€0) (82°0) (0z0) (or0) (1z°0) (Lz0) (Lz0) (91°0) (tz0)
*xx8C9€ *xxCC BV *xx86'TE #xx9L6T *xx[T'TE *xx96 0V *xx€E°0C *xx€5°0C *xx96°€E *xx0€°6 »xx9€9€ juesuo)
(z00) (c00) (c00) (€00) (€0°0) (z00) ¥0°0) (¢00) (c00) (c00) (c00)
xlV°0- x990~ w10 #2920 w770 *»xEQ'T- »xGL°0 £xx60°0 »xx9€°0- »x9T°0 910~ :“lvw‘_jmmwrc mr__waOO_ 9AIREINWND SIBYIO
(800) (50°0) (90°0) (900) (cT0) (£00) (£00) (LT0) (90°0) (#0°0) (90°0)
»x€QT +xx0€'T 900 »¥x€6°0- 90T A +xx60'T »xxCST- »xxCE0 +xx€9°0 x»xx 970 (T-)ainseaw buiuayybn aAne|nWINd S1IBYIO
(¥0°0) (¥0°0) (S0°0) (S0°0) (S0°0) (900 (£00) (S0°0) (500 (¥0°0) (500
x0T xxxE6°0 xxx16°0 »xxC8'T xxx6£°0 »xx66'0~ xxx6T°C xxxCST L00- %190 xxxL8°0 (T-)ainseaw bulussoo| aAiReNWND s,9g
#10) (cT0) ¥1°0) (€T0) (LT°0) (ST0) (€T°0) (920) (€T°0) (60°0) #10)
20V’ T €00 20970~ x99 *»xC0°C L0°0- wxxlV'T *xxxCC T 780 *xx68°C »xELT- AHlvw‘_DmmwrC @C_Cwu_.r_@_“_. SAl}gINWIND S, g
(€T0) ’ ’ (€T0) (ST0) ' (50°0) ' ’ (£0°0) ’ SINAD
»xxEGT- »xx68'T €0 +%x38°0- A A (T-)a4nseaw buluasoo| sanenwNd sy jo 3dedwil
(0z0) ' (9€°0) ’ (¢t 0) ’ w93
xxx0V T~ xx[8°0 xxxLL°0 (T-)aunseaw Buiusybiy sane|nwINd s,y Buot
(50°0) (50°0) (50°0) (50°0) (50°0) (90°0) (50°0) (50°0) (¥00) (€00) (50°0)
xxC9°0- +xx9T' T~ *»x9C°0 *»x0G°0- 22620~ *»xxCC 0 970 2970~ 2 L0 »xEE°0- xxx V0 AHuv_m_ch.hwt._U 1sausqul s, g
(£00) (50°0) (90°0) (900) (90°0) (£00) (900) (£00) (90°0) (#0°0) (90°0)
€00- +xx9C°0 +xEE°0- x»»x00'T c00- #»#x9€°0 »xEV'0 »xxG¥°0- +0T°0- »xVT°0- ¥4xCV'0- (T-)uonenaidde paydadxs s,g
(oT0) (TT0) (80°0) (600) (80°0) (800) (900) (¥00) (€Z0) (c00) (90°0)
*»x9C'T *£x68°C €00 100~ *xx79°0- *x98°0 *x96°0- *xx1C 0" *xx¥76'0 +70'0- *»x1C°0 AH.v_m_ch‘_wt_U IsaJsul s Y
(€00) (tz0) (tT0) (€z0) (€T0) (ST0) (80°0) (500) (06°0) (90°0) (tT0) 103o¢ej
x900 sxx L0 cT0- 870 22870~ 6T0 £xx69°0- »x79°0 *»xCEB »xCV°0 00°0- A.ﬁuvco_“_.m_uw‘_agm _uwu_.uwﬁxw s\ |edxoq
(000) (00°0) (00°0) (000) (000) (000) (000) (000) (000) (00°0) (00°0) 103o¢ej
+x00°0 ##x10°0 »¥x10°0- #x10°0 000 +%xG0°0- +x00°0 #¥xC0°0 »¢x70°0~ »»+10°0 00°0- (1-) @suding dlwouo0d3 elsy |euoiboy
(T00) (T00) (T00) (T00) (T00) (T00) (10°0) (T00) (T0°0) (T0°0) (T00)
T0°0- T00 xC0'0- T0°0- +xxC0°0- x»x80°0 »xx70°0- »¢x¥70°0- »¢xL0°0 »¢xC0°0 T00- (T-) (3bueyd %) XIA
(10°0) (10°0) (10°0) (T0°0) (10°0) (10°0) (T0°0) (10°0) (10°0) (10°0) (10°0)
+xC0°0- *xx60°0- +C00 P10 *x80°0 *»x970- *x0C°0 xx9C0 *xx19°0- *xx80°0- *xx€0°0 AH.VXH>
(tz0) (92°0) (82°0) (50 (520 (0g0) (rz0) (rz0) (€20) (ST0) (S0 103o¢ej
90°0- LT0- *xxE0°E- %xxC6'0- 2xx V7677~ rexVC - £xx81'8- wxxL OV »x65°C »xGV'C xx897- A._Huv —umw‘_Qw SIO 1091 leqo|o
HL s ZN AN Wi dr NI aI JH ND nvy sajqelep

(Z I9POIN) (g) Sse1wou03a 1aY30 3y} sA (y) Awouoda auo Buiajoaul (AN I9D) Suin}al puoq JO UOIIE|31I0D 3Y) UO suoissaibai [aued 9T 3|qe} xipuaddy

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures

104



100> xxx 'S0°0>d i 'T0>d 4

9000 [4VN0] 80T°0 LvT0 SYT0 €610 9600 6100 ££0°0 8100 S000 0cT0 el paisnipy

§506S¢C 506SC Zs08 §S06S¢ £S0¥C 506S¢C 506S¢C §506S¢C 506S¢C 506S¢C S06S¢ 506S¢C suoneAlssqo

(T00) (10°0) (€00) (z00) (To0) (T00) (z00) (T00) (€00) (00°0) (000) (z00)

000- *xx90°0- *»xC L0~ €00 *xxLT°0- *»x6T°0 *x90°0- *x50°0 *xx9C 0~ 000 *»xC00 »x50°0- juelsuo)

(c00) (z00) (900) #00) (c00) %0°0) (€00) (€00) (50°0) (T00) (T00) (¥00)
*xx80°0- »0'0- 60°0- »xCL'0- | *xx90°0- *#xLE0 S00- *x600- 700 »xxC0'0 T00- T0°0- (T-)24nsesw ,s9LIUN0J JBYIO

(90°0) ’ (Tz0) ’ (90°0) (¢T0) ' (500) ¥10) ’ (z00) ' SIND o 1eduw
»xEC0 STO- »xxLC°0 v10 00 80°0- xx90°0- (T-)adnseaw puogq umQ snoauejuejsug
(000 (00°0) (T0°0) (10°0) (000 (000 (000 (000 (000 (000 (00°0) (000

x00°0- »xVT°0 *xLT°0 xxxCT°0 xxx60°0 »x9T°0 xxxCT°0 000 »xxL0°0 00°0- 000 xxx[T°0 (T-)lenuatayip 1sai93u]

(000) (10°0) (€00) (T00) (T00) (T00) (T00) (T00) (T00) (z00) (000) (T00)

00°0- *#x79°0 »xV7L°0 »x65°0 *xx0G°0 xxxLL°0 »xx67°0 »%x90°0 *»xVT°0 »00- *xx10°0 *%xCS°0 (T-)uonenaidde pajoadxg 103084 |B207
(00°0) (000) (000) (000) (00°0) (000) (000) (000) (00°0) (00°0) (000) (000)

x»x00'0 00°0- 00°0- +x00°0 #%x000- | *xx000- ¥#x00'0 | xxx00°0- | %xx000- x»x00'0 000 +x00°0 (1-) @suding dlwouod3 eisy 1033ey jeuoibay
(00°0) (000) (000) (000) (00°0) (00°0) (000) (000) (00°0) (00°0) (000) (000)
»¢x00°0- 000 #%xL0°07 | xxx00'0- | %%xT00- | xxx000- #0000 | xxxT0'0- | +xxE00- xxx00'0 00°0- »¢x00°0- (T-) (abueyd %) XIA

(000) (00°0) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000)

+xx000 *x000 ¥x00°0- +xx00°0 *x10°0 *xx10°0- 000 00°0- *x10°0 000~ *xx00°0- *»x10°0 AH.VXH>

(T00) (10°0) (01°0) (z00) (T00) (z00) (z00) (¢00) (€00) (000) (T00) (z00)

T0°0- #x€0°0- %610 +xG0°0- #%xE00- | *xxx6€°0- ++x90°0 +xx60°0 00 »»x70°0 ¥xL0°0 | xxxET°0- (1-) peauds S1O 4047 103o¢ej [eqo|H

HL s Hd ZN AN k)| dr NI aIl JH ND nvy sa|qelep

(T I9POIAI) Se1WouU0I3 43Y3o 3y} sA Awiouodd auo Buinjoaul (Qn 19D) suiniald puoq uo suoissaibau [pued A1punod Aq Annuno) /T 9|qel xipuaddy

105

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



"T00>d xxx 'S0°0>d i T0>d 4

£00°0 010 TIT0 8vT0 SYT0 96T°0 £600 440 )V] ££0°0 6100 S000 0cT0 el paisnipy
218SC 2L8SC Zs08 218SC £LS0VC 2L8SC 2L8S¢C 218SC 2L8SC 2L8S¢C 218SC 2L8SC suoljenlssqo
(T00) (100) (€00) (€00) (T00) (t00) (z00) (T00) (€00) (00°0) (000) (z00)
T10°0- %500 »xLT°0- €00 xxLT°0- »x6T°0 *»x90°0- 2500 £xx9C°0- 000 *»xC00 *»x90°0- luelsuod
(c00) (z00) (900) ¥00) (c00) %00) (€00) (€00) (50°0) (T00) (T00) ¥00)
00 00 *#x9C°0- *xxC1°0 c00- 900 x90'0 xxxET°0- c00- xC00 100 xL00 (-)2dnseaw saLIUN0d J8Y10
(c00) (z00) (900) (#00) (c00) (#0°0) (€00) (€00) (50°0) (100 (T00) (¥00)
+%x60°0" | *xxx£0°0- 0T0 00 T0°0- »xEC0- x90°0 xxL0°0" »xxGT°0- 00°0- 000 S0°0- (€-)ainseaw ,s9113UNOD IBYIO
(zo0) (z00) (90°0) (¥0°0) (zo0) (¥0°0) (€00) (€00 (500 ) (10°0) (¥0°0)
T0°0- xxx30°0- x»ET'0 »xxC1°0- *x90°0 xxx[T°0- T00- €00 90°0- xxC0°0 T00 *x9T°0- (¢-)ainseaw ,s8113UNOD IBYIO
(c00) (z00) (900) (#00) (c00) (#00) (€00) (€00) (50°0) (100) (T00) (#00)
*xx80°0- »0'0- 600- »xCL'0- | #xx90°0- *#xLE0 S00- *x80°0- 700 »xxC0'0 T00- TO0- (T-)94nsesw ,s9L3UN0OJ JBYIO
(90°0) ’ (Tz0) ’ (50°0) (¢T0) ' (500) ¥10) ’ (z00) '
600- x»EV0- *0T°0- xx0€°0- 90°0- T0°0- €00 (-)ainseaw puog umQ
(90°0) (tzo (S0°0) (t40) (S0°0) (4%0) (co0)
000- »xx79°0- T0°0- x»€C0 +%x9C°0- L00- 00°0- (¢€-)ainseaw puog umQ
(90°0) (Tz0) (50°0) (¢T0) (50°0) #10) (z00)
*xxLC 0" 00 €00 »#x87°0 *#xST°0 £00- 00°0- (¢-)ainseaw puog umQ SIN4D
(90°0) (Tz0) (90°0) (¢T0) (500) ¥10) (z00) jo pedw pabbe)
»x€C0 €00- »xxLC°0 v10 S00 80°0- xx90°0- (T-)ainseaw puogq umQ  pue snoauejuelsu]
(000 (00°0) (T0°0) (10°0) (000 (000 (000 (00°0) (000 (000 (00°0) (000
x00°0- P T°0 *xLT°0 xxxCT°0 xxx60°0 »x9T°0 xxxCT°0 000 xxxL0°0 00°0- 000 xxx[T°0 (T-)1enualayip 1s9491u]
(000) (10°0) (€00) (T00) (T00) (T00) (T00) (T00) (T00) (z00) (000) (T00)
000- *%x59°0 »xEL°0 »#x659°0 *xx0G°0 xxxLL°0 »xx67°0 »%x90°0 *xVT°0 *xx50°0- »x10°0 *xxCS°0 (T-)uonepaidde paradxy 103084 |B207
(00°0) (000) (000) (000) (000) (000) (000) (000) (00°0) (00°0) (000) (000)
x»x00'0 00°0- 000~ +x00°0 #%x000- | *xx000- ¥#x00'0 | xxx00°0- | %xx000- x»x00'0 000 +x00°0 (T-) @suding d1wouod3 eisy 1033ey jeuoibay
(00°0) (000) (000) (000) (00°0) (00°0) (000) (000) (00°0) (00°0) (000) (000)
»¢x00'0- 000 #%xL0°0" | xxx00'0- | +%xT00- | xxx000- +x000 +x100- | xxx€0°0- x»x00'0 00°0- »¢x00°0- (1-) (abueyd %) XIA
(000) (00°0) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000)
+x000 *x000 +x00°0- +xx00°0 *x10°0 *xx10°0- 000 00°0- *x10°0 000~ *xx00°0- *»x10°0 AH.VXH>
(T00) (10°0) (01°0) (z00) (T00) (c00) (z00) (z00) (€00) (000) (T00) (z00)
T0°0- +x€0°0- xx02°0 +x90°0- #$xE0°0- | *xxx6€°0- ++x90°0 +xx60'0 00 »»x70°0 #xL00 | xxxET°0- (1-) peauds SIO Joqn 103o¢ej [eqo|H
HL s Hd ZN AN Wi dr NI ai JH ND nv sojqelep

(Z I9POIAI) Se1wWou029 19Y3o 3y} sA Awiouodd auo Huinjoaul (Qn 19D) suiniald puoq uo suoissaibau [pued A1punod Aq Annuno) :g1 9|qel xipuaddy

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures

106



100> xxx 'S0°0>d i 'T0>d 4

£000 01’0 LIT0 LvT0 ZsTo ¥6T°0 9600 0c00 £L00 1200 9000 0cT0 & paisnipy
506SC 506S¢C 508 §S06S¢C £S0¥C 506S¢C 506S¢C 506S¢C 506S¢C 506S¢C §506SC 506SC suoljeAlssqo
(T00) (T00) (01°0) (€00) (T00) (c00) (c00) (To0) (€00) (to0) (T00) (c00)
»xC0°0- *xx€0°0- *xxGL°0- 700 »xxEC0- *»x8T°0 +x50°0- *xxL0°0 *xx€C 0~ *xx€0°0 +xC00 £xx90°0- luejsuo)
(000) (00°0) (To0) (000) (000) (00°0) (00°0) (00°0) (00°0) (00°0) (000) (00°0)
000 »xx00°0 xxxC0°0- 000 %2200~ 00°0- 000 000- 00°0- xxx00°0 xxx00°0 000- (T-)24nsesw sAReINWIND SI9Y10 SIN4D
(T00) ’ (#00) ’ (T00) (T00) ’ (00°0) (T0°0) ’ (000) ’ jo pedun
»xx70°0- »xx7T°0 »xx70°0 »xxL0°0 »¢x10°0- T00- »¢x00°0- (T-)ainseaw aAe|NWIND UMQO uud) buo
(00°0) (00°0) (10°0) (10°0) (00°0) (T00) (000 (000 (000 (000 (000 (100
x»xx10°0 x»xGT°0 10 xxxCT°0 xxx80°0 +x6T°0 x»xxCT°0 100" +%x90°0 000 00°0- »x[T°0 (T-)Ienuaiayip 1sa4a3u]
(000) (T00) (€00) (T00) (T00) (T00) (t00) (T00) (T00) (c00) (000) (T00)
+x00°0- *%x59°0 xxxLL0 »%x65°0 »x¥9°0 *xx6L°0 *xx67°0 *xx90°0 1V T°0 »%x80°0- »x10°0 *%xCS°0 (T-)uoneaidde papadxy  J03oey [e07
(000) (00°0) (000) (000) (000) (00°0) (00°0) (00°0) (00°0) (00°0) (000) (00°0) 103o¢ej
%000 x00°0- +xx00'0 +x00°0 x%x00°0- x%x00'0- +¥x00'0 +%x00°0- #%x00°0- +xx00'0 %000 xx00°0 (1-) @sudins ojwouod] eisy |euoiboy
(000) (00°0) (000) (000) (000) (00°0) (00°0) (00°0) (00°0) (00°0) (000) (00°0)
+%x00°0- x00°0 »x10°0- +xx000- +#x10°0- »¢x00'0- x¢x00'0 »xx10°0- »¢x€0°0- xxx00'0 00°0- +%x00°0- (1-) (3bueyd %) XIA
(000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000)
x»xx000 xxx00'0 xxx10°0 xxx00°0 x»xx10°0 xxx00°0- 000 000- xxx10°0 000 x00°0- xxx10°0 (T-)XIA
(10°0) (T00) (01°0) (z00) (T00) (c00) (c00) (c00) (€00) (00°0) (T00) (c00) 103o¢ej
00°0- c0°0- 110 %500~ #%x€0°0- #1770~ +xx90°0 #»xLT°0 T00 »xx70°0 ++x90°0 #+ET°0- (T-) peauds S10 409 leqo|d
HL 9s Hd ZN AN Wi dr NI ai JH ND nvy sa|qelep

(€ I9POIAI) Se1WoU0I3 13Y30o 3y} SA Awiouodd auo Huinjoaul (Qn 1g9D) suiniald puoq uo suoissaibau [pued A1punod Aq Annuno) :gT 3|qel xipuaddy

107

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



"T00>d xxx 'S0°0>d 44 T0>d &

£000 ¢0T’0 80T°0 LYT0 SYT0 €610 £60°0 6100 £L0°0 6100 5000 0cTo A pasnlpy
5065¢C 506S¢C 508 §5065¢C LS0VC S065¢C S065¢C §S065¢C S065¢C §5065¢C §506S¢ 5065¢C suoneassqo
(T00) (T00) (€0°0) (€0°0) (T00) (T00) (c00) (T00) (€00) (00°0) (000) (c00)
10°0- £xxG0°0- 2xxC 10" €00 PAN Y £xx6T°0 £xx90°0- £xx50°0 *xx9C°0- 000 £xxC00 £xx50°0- jueysuod
(z00) (c00) (£00) (50°0) (z00) (¥00) #00) (%00) (500) (T00) (z00) (#0°0)
x»»x60°0 +xx90°0 x€T°0 »xET°0 »»x60°0 »xxLC°0" 000- x»xx[T°0 T00 +x€0°0- T00 €00 (T-)anseaw buluasoo| sidyi0
(s00) (¥0°0) (€T°0) (60°0) (¥0°0) (60°0) (£00) (90°0) (VAN0) (zo0) (€0'0) (60°0)
00°0- 500 00 0T 0- 00 »xGV'0 | %xx9C0- €0°0- x»xxCS°0 000 T0°0- 600 (T-)ainseaw Bulusyybn sS40
(600) ' ’ ’ (900) 10 ’ (500) ' ’ (z00) ’
S0°0 *#x8C°0- 90°0- ¥0°0- *x90'0 (T-)ainseaw bujuasoo| umo SIN4D
(600) (tz0) ' (€z0) ' ¥10) ' jo pedun
+xxCS°0 STO- x0t'0 80°0- (T-)aunsesw Buiusiybiy umQ  snoauejuelsug
(000 (00°0) (T0°0) (T00) (000) (000 (000 (00°0) (000 (000 (000 (000
xx00°0- x»xVT°0 »xxLT°0 x»xxET°0 xxx60°0 »x9T°0 x»xxCT°0 000 xxxL0°0 00°0- 000 x»xx1T°0 (T-)enuaiayip 1saia3u]
(000) (T00) (€00) (T00) (T00) (T00) (T00) (T00) (T00) (c00) (000) (T00)
000- »x79°0 *xEL°0 *%x6G°0 »x059°0 xxx[L°0 *xx67°0 »x90°0 »xVT°0 »%x50°0- »x10°0 *#xCS°0 (T-)uonepaidde payadxy 103084 |B207
(000) (000) (000) (000) (000) (000) (00°0) (000) (000) (00°0) (000) (000) 103o¢ej
+xx00'0 00°0- 00°0- xx00°0 #»¥x00°0- | %xx000- +xx00'0 +%x00°0- +%x00°0- +xx00'0 000 +x00°0 (1-) @suding dlwouod3 eisy |euoiboy
(000) (000) (00°0) (00°0) (000) (000) (00°0) (000) (000) (00°0) (000) (00°0)
+%x000- 000 #»xx[00" | %xx00'0- | %%xT00- | *xx00°0- x¢x00'0 +#x10°0- +x€0°0- xxx00'0 000- +xx00°0- (T-) (abueyd %) XIA
(000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000)
+xx00°0 +xx00'0 +x00°0- +x000 *»x100 *»x10°0- 000 000~ *xx10°0 000- *xx00'0- *x10°0 AH.VXH>
(T00) (T00) (01°0) (z00) (T00) (z00) (c00) (¢00) (€00) (000) (T00) (c00)
T00- ++€0°0- x6T°0 #x50°0- #»¥x€0°0- | %xx6€0- +#x90°0 +xx60°0 00 »xx70°0 #xxL0°0 »xxET°0- (T-) peauds SIO 4047 103o¢ej [eqo|H
HL 9s Hd ZN AN ) dr NI aIl JH ND nvy so|qelep

(7 I9POIAI) Se1WoU023 43Y30o 3y} sA Awiouodd auo Huinjoaul (Qn 19D) suiniald puoq uo suoissaibau [pued A1punod Aq Ainuno) gz 3jqel xipuaddy

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures

108



"T00>d xxx 'S0°0>d 44 T0>d &

£00°0 ¢0T’0 0cT0 LYTO ZsTo 7610 9600 000 £L0°0 1200 9000 0cTo A paisnlpy
§506S¢ 506S¢ Zs08 §506S¢ £S0v¢ 506S¢ 506S¢ 506S¢ §506S¢ §506S¢ §506S¢ §506S¢ suoneassqo
(T00) (T00) (¢T0) (€00) (T00) (c00) (z00) (10°0) (€00) (To0) (T00) (z00)
»x€0°0- +£C0'0- «xxGE0- €00 xx¥7C 0~ »xLT°0 +£50°0- »xL00 »x¥7C 0 +xx€0°0 +xC0°0 *xx90°0- jueisuod
(00°0) (000) (T00) (000) (00°0) (00°0) (000) (000) (000) (000) (000) (000)
000 00°0- x»»xC0°0 00°0- »xx10°0 00°0- 00°0- 00°0- 00°0- »xx00'0- +xx00°0- 00°0- (T-)2inseaw buluasoo| aAie|NWND S1IBYIO
(00°0) (000) (z00) (000) (00°0) (T00) (000) (000) (z00) (000) (000) (000)
xxx10°0 x00°0- xxx[T°0- 100 *#x10°0- T00 00°0- 000- 00 xxx000 000 T00 (T-)aanseaw Buiuaiybn aanenwnd 19410
(T00) ’ ' ' (T00) (10°0) ' (00°0) ' ' (000) ’ SIND
*xx¥70°0 *»x70°0- | %xx90°0- *#x10°0 100 (T-)2unseaw Buiuasoo| aAne|nWNd UMO  Jo 3edu
(T00) (#00) ’ (€00) ’ (T00) ’ w9}
»xx80°0- x»x9C°0 +x0T°0 xxC0°0- (T-)aunseaw Buius)ybn aAne|NWND UMQO 6uo
(00°0) (000) (T00) (T00) (00°0) (T00) (000) (000) (000) (000) (000) (T00)
T00 »xGT°0 +xx9C°0 xxxCT°0 xxxL0°0 x»xx8T°0 xxxCT°0 000- xxxL0°0 000 000- xx[T°0 (T-)lenuaiayip 1sai9)u]
(000) (10°0) (€00) (T00) (T00) (T00) (T00) (10°0) (T00) (z00) (000) (T00) 103o¢ej
+x00°0- *#x59°0 »xx6L°0 »%x65°0 *xx¥7G°0 *xx6L°0 »xx67°0 *%x90°0 »xVT°0 »%x80°0- »x10°0 »#xCS0 (T-)uonepaidde payadxy |e207
(00°0) (000) (000) (000) (00°0) (000) (000) (000) (000) (000) (000) (000) 103o¢ej
xx00°0 xx00°0- ++x00°0 +x00°0 #%x00'0- | xxx00'0- | %xx00'0 | xxx00'0- | %xx00°0- +xx00'0 x00'0 ++x00°0 (T-) ®suding 21wou0d3 eIsy leuoibay
(00°0) (000) (000) (000) (00°0) (00°0) (000) (000) (000) (000) (000) (000)
x¢x00'0- +x000 #%xL0°07 | xxx00'0- | %xxT00- | #xx000- | *xx00'0 | #x+«T00- | *xx€0°0- +xx00'0 00°0- »¢x00'0- (T-) (3bueyd %) XIA
(000) (00°0) (000) (000) (000) (000) (000) (00°0) (000) (000) (000) (000)
xxx00'0 xxx00'0 x»xx10°0 xxx00°0 xxx[00 | *xxx000- 000 00°0- +x10°0 000 x00°0- x»x10°0 (T-XIA
(T00) (10°0) (TT0) (z00) (T00) (c00) (z00) (z00) (€00) (000) (T00) (z00) 103o¢ej
000 T00- YA %500~ #3007 | xxxEV'0- | %xx900 #»#x 10 000 +xx70°0 »»x90°0 »xxET°0- (1-) peauds S[O Joqr] leqo|d
HL s Hd ZN AN Wi dr NI aI JdH ND nvy sa|qelen

(S I9POIAI) Sa1WIoU033 13Y30 3y} SA Awouods auo Huiajoaul (N I9D) Suinjal puoq uo suoissaibai

|pued A1unod Aq Annuno) :1z 9|qel xipuaddy

109

WP472 Correlations across Asia-Pacific bond markets and the impact of capital flow measures



	Correlations across Asia-Pacific bond markets and the impact of capital flow measures
	Abstract
	1  Introduction
	2  Literature review
	3  Data
	3.1  Data on bond flows and returns
	3.2  Factors affecting bond flows and returns
	3.3  Capital flow measures in Asia and the Pacific

	4  Empirical approaches
	5  Empirical results on bond flows
	5.1  Bond flow correlations: cross-sectional dimension
	5.2  Panel regressions on bond flows
	5.3  Event study on bond flows

	6  Empirical results on bond returns
	6.1  Bond return correlations: cross-sectional dimension
	6.2  Panel regression analyses on bond returns
	6.2.1  Bond returns in hedged US dollar terms
	6.2.2  Bond returns in unhedged US dollar terms

	6.3  Event study on bond returns
	6.3.1  Bond returns in hedged US dollar terms
	6.3.2  Bond returns in unhedged US dollar terms


	7  Conclusions
	References
	Appendix 1: Database on capital flow measures in Asia from 2004 to 2013
	Appendix 2: DCC GARCH model
	Step 1: Univariate GARCH model
	Step 2: Multivariate GARCH model

	Appendix 3: Country by country regression results

