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Overview 

•  Net XB flows of domes4c residents 

•  Net XB flows of foreign residents 

•  Nega4ve correla4on 

•  During crises,  retrenchment  ‐  domes4c residents sell HOME assets; 
foreign residents sell HOME assets 

•  Differences across asset categories; differences between advanced and 
developing countries   [simply reflec4ng differences in composi4on of 
interna4onal balance sheets or differences in flow dynamics?]  



Residency Concept 

•  Is this a useful division? 

•  Domes4c residents include foreign‐owned en44es 

•  Foreign residents include domes4cally‐owned en44es 

•  Blurry dis4nc4on for countries with large interna4onal financial centers 
and/or with large mul4na4onals (foreign and domes4c) 

•  Example I:  Cayman SIV owned by US investors 

•  Example II: offshore investment vehicles owned by domes4c residents in 
Iceland 

•  Example III: foreign‐owned banks in the UK 

•  Example III:  global investment funds and global mul4na4onals in Ireland 

•  S4ll,  poten4ally interes4ng data split 



Interpreta4on 

•  Differences between domes4c and foreign investors 

•  Informa4on asymmetries 

•  Different “exposures”  ‐ authors emphasise sovereign risk 



Asymmetric Informa4on 

•  Superior informa4on of domes4c residents? 

•  Behaviourial Finance perspec4ve  ‐  domes4c delusions? 



Different “Exposures” 

•  Exposure to sovereign default  

•  Exposure to capital controls 

•  Tax systems 

•  Consump4on price levels 
•  Non‐traded components of wealth [labour income; housing] 

•  Historically‐determined home bias in financial por6olios 

•  Currency composi4on of assets/liabili4es 

•  Funding  – credit ceilings; collateral calls; redemp4on calls etc 

•  Good 4mes – boom at home funds foreign asset acquisi4on; bad 4mes – 
forced liquida4ons 

•  Poli4cal economy – financial na4onalism 



Triggers 

•  Produc4vity /demand/ financial / news 

•  Foreign shocks versus ‘home grown’ shocks 

•  Sectoral shocks 



Agenda for the Future 

•  Refinements of the empirical work 

•  Theore4cal modelling of the mechanisms 

•  Excellent work! 


