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Fig. 1 The trends of equity fund inflows in emerging markets
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2 VIX  MAR ( Rate,,_,)
(1P, EIU
IMFAFS
( Finstress) . ( TED) .Gilchrist ~ Zakra—
. 33
jsek ( EBP) Rate;, IP;,
1
1
Table 1 Descriptive statistics
MAR 0.008 0.167 -0.706 1.184 308 679 Miranda-Agrippino ~ Rey '
VIX -0.000 0.038 -0.104 0.309 325 448 Wind
Finstress -0.009 0.229 -0.988 2.694 325 448
TED -0.002 0.174 -1.246 1.351 325 448 Wind
EBP 0.000 0.265 -1.224 1.486 242 938 Gilchrist Zakrajsek 3
Sflow 0.049 8.588 -37.909 42.451 324 616 EPFR
ETF 0.135 0.341 0.000 1.000 325 448 EPFR
NAV 0.530 6.759 - 68.780 420. 844 325 448 EPFR
AUM 462.504 1910.130 0.000 73 118. 406 325 447 EPFR
P 0.043 0.057 -0.308 0.659 321 078 EIU JIMFHFES
Rate 6.840 4.289 -0.418 150. 100 320 724 EIU JIMFAFS
1
3 3 NAV
2
3.1 (1)
2 (2) 2 (1)
2 _ _
(1) MAR — pyp _ GF.IP L. Rate
(1) GF -2.685 1%
(1)
2 (2) GF xETF
1% ETF
.GF x ETF ETF
ETF 2 (2)IP xETF
1.767 ®, Ip ETF
IP L. Rate 2 VIX
.IP x ETF L. Rate x ETF . 2 (3) ETF
ETF 1. 690 L. Rate x
() -2.685 ETF -4.745( -2.685 -2.060 = —4.745) ETF
1.767 ( -4.745/-2.685=1.767) .
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ETF ETF 2020 1 2020 3 COVID49
2 (4) GFXETF VIX
IP xETF @ 10. 054
2 1 ETF (
( ETF) ) 0.027
ETF Sflow
(0.049%) . ETF
ETF
1.7 ~1.8 ETF
ETF
2
Table 2 Baseline regression
MAR VIX
(1 (2) (3) (4)
~2.685 %" ~10.2527%*
GF
( —21.669) ( -21.022)
~2.060*** —1.843 %% —7.073 %% —6.004 ***
GF x ETF
( -4.053) ( -3.614) ( -3.633) ( -3.124)
5.365*** 6.485 ***
P
(11.829) (14.248)
-2.323 ~3.406** -0.886 -2.736"
IP x ETF
( -1.506) ( -1.984) ( -0.588) ( -1.667)
0.111*** 0.103 ***
L. Rate
(13.242) (12.426)
-0.028 -0.051 -0.086" -0.058
L. Rate x ETF
( -0.568) ( -0.956) ( -1.956) ( -1.201)
0.094 *** 0.107 *** 0.095 *** 0.107 ***
L. NAV
(22.184) (7.781) (22.823) (8.002)
0.049 *** 0.087 *** 0.055 *** 0. 089 ***
12. NAV
(18.309) (11.007) (20.323) (11.327)
0.032*** 0.054 *** 0.040 *** 0.055 ***
3. NAV
(11.821) (6.680) (14.844) (6.933)
CF_ETF —4.745 -17.325
IP_ETF 3.042 5.600
L. Rate_ETF 0.083 0.017
- ETF -
285 718 284 559 301 484 300 286
R 0.057 0. 104 0.055 0.102
: GF_ETF ETF GF JIP_ETF ETF IP \L.rate_ETF  ETF L. Rate
N 1% 5% 10%
® MAR 2020 VIX
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3.2 ETF
3.2.1 2a
ETF Brandao-Marques
ETF
2 (3). 2 (4 | 3 NAV
o ETF GF
ETF ETF
3
ETF . GF
GF x ETF
3 2 (5 2 (6 L. NAV x
NAV ETF 1 3 NAV GF x ETF
ETF
3 : ETF
Table 3 Short<erm investors channel test: ETF and momentum trading
(1) (2) (3) (4) (5) (6)
—2.7447F —3.504 7 -3.430*
GF
( -22.576) (-25.111) ( —24.6064)
—1.77077% | -1.943 %% —1.990*** —1.924%* ~-2.835™ | -2.635%
GF x ETF
(—3.846) |[( -3.945) | ( -3.989) ( -3.809) ( -5.330) ( —4.700)
LAY 0.087*** | 0.097 *** 0.098 *** 0. 105 *** 0.091 *** 0.097 ***
’ (23.063) (8.283) (21.740) (7.705) (22.510) (7.886)
0.048*** | 0.080*** 0.052*** 0.084 *** 0.050 *** 0.079 ***
L2. NAV
(17.789) | (10.782) (19.295) (10.739) (18.635) (10.378)
0.030*** | 0.050*** 0.0337** 0.053*** 0.031*** 0.050 ***
L3. NAV
(10.806) (6.617) (12.156) (6.623) (11.045) (6.405)
0.050** 0.044" 0.048** 0.045**
L. NAV x ETF
(2.350) (1.956) (2.176) (1.967)
0.018" 0.025** 0.017" 0.026**
12. NAV x ETF
(1.733) (2.400) (1.672) (2.464)
0.022** 0.013 0.022** 0.014
L3. NAV x ETF
(2.115) (1.240) (2.149) (1.254)
) —-0.1327%** -0.083" —0.102*** -0.064
L. NAV x GF
( —10.829) (—1.942) ( -8.630) ( -1.563)
-0.104 7 -0.048 -0.100*** -0.038
L2. NAV x GF
(-7.191) ( —1.346) ( -6.889) (-1.108)
-0.1137 -0.057" -0.100*** -0.063**
L3. NAV x GF
( -8.378) ( —1.855) (-7.257) ( -2.009)
-0.2827%** | —0.155**
L. NAV x GF x ETF
( —5.498) (-3.071)




2023 7
3
Table 3 Continues
(1) (2) (3) (4) (5) (6)
-0.042 -0.062
12. NAV x GF x ETF
( -0.670) | ( -1.004)
[3. NAV x GF x ETF -o.n7 0019
( -2.369) (0.386)
- ETF -
285718 | 291 055 285 718 291 055 285 718 291 055
R? 0.057 0.104 0.059 0.104 0.059 0.104
L. Rate- IP. N 1% 5% 10%
3 GF MAR MAR VIX
ETF 60 \70 80
* ETF Bigsize 1. 4 4 GF x Bigsize
2b ETF
ETF
ETF ETF
4 4
ETF ETF
ETF 4 4
4 4 4 ETF
(1) ETF 50
ETF  Bigsize 1, 4 ETF .
(2) 4 (4 ETF
4 : ETF
Table 4 Short-term investors channel test: ETF and fund size
ETF
50 th 60 th 70 th 80 th 50 th 60 th 70 th 80 th
(1) (2) (3) (4) (5) (6) (7) (8)
GF x Bigsiz ~2.848%*% | 2,931 % | 2,640 | ~3.253*** | -0.191 | -0.252 | 0.029 0.339
( =3.096) |( -3.152) |( -2.665) |( -3.631) |( —0.806) |( —1.109) | (0.126) | (1.419)
- ETF -
36 817 36 817 36 817 36 817 | 252873 | 252873 | 252873 | 252873
R? 0.104 0.104 0.103 0.103 0.102 0.101 0.101 0.101
L. NAV. 12. NAV. L3. NAV. N 1% 5% 10%
4  GF MAR MAR VIX
ETF ETF



2019 ETF ETF
® ETF ETF ETF
76. 86% ETF ®
ETF 83.54%. 5 ETF .
ETF ETF
ETF 2b. 5
BigETF_Top3 1
0; ETF ETF
BigETF_TopS 1 0. 5
5 . ETF

Table 5 Short-term investors channel test: ETF and fund providers

ETF ETF
(1) (2) (4) (5)
-3.201*** -3.060***
GF
( -5.079) ( —4.744)
—-2.987 —2.468
GF x BigkTF_Top3
( =3.040) ( -2.606)
-3.168*** -2.630 %
GF x BigETF_Top5
(-3.235) ( -2.753)
- ETF -
37 934 36 817 37 934 36 817
R? 0.043 0.103 0.043 0.103
L. NAV. 2. NAV. L3. NAV. L. Rate~ IP. t Rk Rk 1%+ 5% 10%
5 GF MAR MAR VIX
3.2.2
ETF @ ETF
1.432
ETF
6
6 . 6 (3) ETF
1.872
3a
ETF : ( Black Rock) . ( Vanguard Group) . ( State Street Global Advisors) .
ETF ( Amundi Asset Management) ( Charles Schwab Investment Management) .

423  ETF 421 ETF
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Table 6 Benchmark—driven investors channel test: Dividing the sample
(1) (2) (3) (4)
-3.716 —2.335 %
GF
( -13.881) ( ~17.057)
-1.607" -1.821** —-2.036 " —1.905 ***
GF x ETF
( —1.830) ( —2.080) ( =3.397) ( =3.051)
- ETF -
71 235 76 623 214 467 214 408
R? 0.046 0.118 0.062 0.098
L. NAV. [2. NAV. L3. NAV. L. Rate- IP. t ik Kk 1% 5% 10%
6 GF MAR MAR VIX
soft-benchmark 1. ETF
7 @ 7 GF
. non+TF ETF .3
non-£TF 1 0.
ETF GF X non-
\ ETF x non-benchmark GF x
non-ETF x soft-benchmark
non-benchmark 1.
( ) ETF
ETF
5
GF x non-KETF x hard-benchmark
hard-benchmark 1.
ETF

@ ETF ETF

3b
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Table 7 Benchmark-driven investors channel test: Dividing categories
MAR VIX
(1) (2) (3) (4)
—4.371% —-16.925***
GF
( —7.580) ( =7.403)
2. 1837 2.054 %% 7.735 %% 7.657**
GF x non£TF x non-benchmark
(3.190) (2.918) (2.828) (2.769)
2.028 77 1.905 *** 7.7117%% 7.191 %%
GF x non-ETF x sofi — benchmark
(3.368) (3.032) (3.229) (3.000)
1.022 1.053 2.085 0.991
GF X non-ETF x hard — benchmark
(0.566) (0.573) (0.390) (0.184)
- ETF -
214 467 214 408 227 223 227 164
R? 0.062 0.098 0. 060 0.097
L. NAV. 12. NAV. L3. NAV. L. Rate~ IP. t el * 1% 5% 10%
3.2.3
7 8
ETF positive 1
passie 1.
? ETF
? Sushko
Turner

8

Table 8 Exclusivity analysis: Excluding passive strategies

MAR

VIX
(1) (2) (3) (4)
—5.323 %% —18.046***
GF
( -6.543) ( -5.810)
1.592" 1.824 % 4.859 4.532
GF x non-ETF x positive
(1.812) (2.079) (1.473) (1.404)
4.128" 2.453 12.415 6.473
GF x non-ETF x passive
(1.686) (0.875) (1.408) (0.798)
- ETF -
71 183 76 571 74 184 80 115
R? 0.046 0.118 0.043 0.115
L. NAV. L2. NAV. L3. NAV. L. Rate. IP. N 1% 5% 10%
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4 9
4.1 A MSCI - 9 (1) 9 (3)
MSCI -
A 2018 MSCI - 9
2019 (2) 9 (4) MSCI —
MSCI -
( soft-MSCI) MSCI -
A MSCI ( hard-MSCI)
1 500 MSCI -
ETF soft-MSCI 0;
A MSCI MSCI -
ETF  MSCI hard-MSCI 1 0. 9 (2) GF x soft—
A ETF 7 MSCI  MSCI 9 (4)
_ MS—
@ CI -
MSCI — 9 (2) 9 (4)GF xhard-MSCI
GF x soft—
A MSCI MSCI -
9 MSCI
MSCI - 1 0.
9 A MSCI -
Table 9 Impact of the inclusion of A-shares in MSCI-EM index
MAR VIX
(1) (2) (3) (4)
CF % MSCI —-1.663** -4.851"
( =2.470) ( -1.813)
GF X soft-MSCI Sl o
(-2.144) (-1.484)
CF % hard MSCI —-4.970 —18.326 %
( -3.957) (-3.711)
164 780 164 780 174 066 174 066
R? 0.112 0.112 0.110 0.110
L. NAV. [2. NAV. L3. NAV. t N 1% 5% 10%
@ 2 500 MSCI - 850 34% .
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4.2
ETF
(4)
Flow;, = a + B, GF, + B, Exposure;, +
B; GF, x Exposure;, + B, X;, | +
ETF w +0, +¢, (4)
Flow, , Zﬂow_ _ t J
EPFR S
l X,' -1
Cerutti  ** -
ETF
(4) Rate  IP 2R
s % 1
ETF AUM,, 3 ® 37
36 A
Y, ETF AUM,, u,
=1
Exposure ;= Jallfund AUM,, (2) 0, B
36
Il fund AUM,
; all fun it . B
J J Bs
ETF 3
ETF J
10 ETF MSCI -
. Exposure_ETF;,
j ¢t ETF
1 J ETF
J
ETF
4.3
MSCI -
MSCI -
(3) 138 ETF
MSCI AUM,
36
MSCI AUM, ? SVAR
E MSCI;, = —= 3
xposure_ iy all fund AUM,, (3) . VAR (5)
36 A)Y, =C +AY,_ +A)Y ,+ +AY,  +¢g (5)
2 all fund AUM, ,
=
23] 36
2y IMFFS
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10 ETF MSCI
Table 10 ETF and MSCI investors exposure
ETF MSCI
(1) (2) (3) (4)
—1.732% —1.418*F
GF
( -3.700) ( -2.349)
—1.045** —0.980 ***
GF x Exposure_ETF
( -2.672) ( -2.878)
—-1.183** —1.2727%
GF x Exposure_ MSCI
( —2.546) ( -3.347)
5118 5118 5482 5482
R? 0.236 0.538 0.236 0.537
Exposure_ETF . Exposure_MSCI. L. Rate L. IP L. Exchangerate~ L( 1/3) . Stockr+ L. Findevelop L. Kaopen-
L. Mac-ropruden. ¢ R 1% 5% 10% 10
GF MAR MAR VIX
Y, 5 10
( 10ybond) 11 4
(0il) . 500 ( S&P500) .
( Dollar) \MAR ( MAR) . A, ( USMonetary) .
A, P
€ " Matheson  Stavrev
. . 10
500 . Miranda-Agrippino Rey *
41
VAR
VAR A,
VAR 10 A
N 500
(6)
Y, =C,+60,Y,_, +0,Y,, + -+ HPYHJ +u,
(6)
. . . ) ( GlobalEco) .
0,=A,A, C,;=A,C, u, =Aj g Euu =
0 =E Aj'£,£,A;" = LA, A -
VAR .Lodge  Manu *
6, 0, - 0, C, 0.
normal-diffuse 12 . Mathe-
son  Stavrev

€
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10 500 ( risk-off)
10 N 500
( Geo) .
( Financial) .
Habib ~ Venditti ' 500
( risk-on) 500
11 SVAR
Table 11 Sign restrictions for SVAR model
10ybond + - - _
0il - _ +
S&P500 - - -
Dollar + + +
MAR + + + +
: 0il. S&P500. Dollar WIND.
4 MAR ETF
4 ETF
1% R 2.35 .ETF
0.828 2.54 12 (3))
R ETF
( (5))
4 R’ ETF ( (7)).ETF
0.431.0.243.0.140 0.013.
12 4
12 (1) USMone— ETF
tary~ USMonetary x ETF

ETF %
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Table 12 Baseline regression results under different shocks
() (2) (3) (4) (5) (6) (7 (8)
—0.24277*
USMonetary
( —11.849)
-0.327"% | -0.3227**
USMonetary x ETF
(—3.466) | ( —3.338)
_0. 2@ *kk
Financial
( —14.505)
-0.401 " | -0.363 "
Financial x ETF
(=5.373) | ( —-4.817)
-0.306"*
GlobalEco
( -15.532)
-0.046 -0.076
GlobalEco x ETF
(-0.632) | ( —1.001)
-0.032
Geo
( -1.499)
0.135 0.155
Geo x ETF
(1.401) | (1.557)
-ETF -
285 718 284 559 285 718 284 559 285 718 284 559 285718 | 284 559
R 0.035 0.104 0.056 0.104 0.035 0.104 0.054 0.104
L. NAV. 2. NAV. L3. NAV. L. Rate+ IP. L. Rate x ETF \IP x ETF . TN 1% 5%
10%
4.4 , 0)
1)
2,
( Finstress) \TED N ( EBP)
1 2) 5
Sflow
;3) Rate;,_,
Ip;, Rate; ,_, Ip;,
4)
2008
99 1 . 5) ETF . ETF
EPFR OECD ETF N
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Micro mechanisms of procyclicality of cross-border capital flows and their
heterogeneity. On the impact of A-shares inclusion in global benchmark in—
dexes
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Abstract: Using EPFR fund-evel data from 1997 to 2019 this paper investigates the heterogeneous impact of
the global financial cycle on cross-horder equity flows in emerging markets and its underlying causes from the
perspective of investor structure. The results find that net inflows to cross-border equity fund in emerging mar—
kets are procyclical and the sensitivity of flows to the global financial cycle for ETF is 1.7 ~ 1.8 times higher
than for mutual funds. The reason behind this is that ETF has a higher proportion of short-term investors and
benchmark-driven investors. In addition taking the MSCI-EM index as an example this paper discusses the
impact of A-shares inclusion in global benchmark indexes. The findings are verified by macrodevel aggregate a—
nalysis and further decomposition of the global financial cycle factor. The policy implication is that policymak—
ers should not only pay attention to the scale of cross-border portfolio flows but also monitor the investor types
and structures behind flows and adopt corresponding macro-prudential and micro-prudential management
measures to prevent financial risks from external shocks.
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