
THE ROLE OF THE INTERNATIONAL CAPITAL
MOVEMENT & FINANCIAL CRISES

Using the Feldstein-Horioka puzzle,we observe that there are changes on
the capital mobility across the three modern periods: The Gold Standard,
Bretton Woods and the Modern Financial International Order. Hence,
proving the point of view of Caludio Borio (2011). 

Capital mobility might have fuelled credit booms (and subsequently asset
bubbles)  thus increases the likelihood of financial crises. The main factor of
capital movement is the push factors and thus proving the point of view of
the Global Saving Glut (Bernanke, 2005). 
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The Great Depression and the Great Recession  are
often compared. Nevertheless, the role of
international capital is almost always overlooked.
This essay intends to take an in-depth look.  

The hypothesis that this work tries to prove is that
capital movement will create bubbles through credit
expansions. This work takes into account the idea of
Bernanke (2005) of the Global Saving Glut and Borio
(2011) of excess financial elasticity. 

INTRODUCTION  &
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RESULTS

CONCLUSIONS

It seems that the frequency of the financial crises and capital mobility has a
negative relationship but further studies are needed. 
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4Graph 1: Evolution of capital movement
 using Feldstein Horioka approach 

Graph 2: Frequencies of financial crises from 1800
to 2010

Graph 3: The credit cycle using Hodick-
Prescott Filter 

Graph 4: APT approach for Stock Price (1920's) and
Housing (2000's)
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