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I use the research fund to finish a study of “A Network Analysis of International
Financial Flows” which is accepted to present at the 2017 Asian Meeting of the
Economic Society in Hong Kong. This research focuses on studying some issues about:
What is the geography of international financial flows? How do international financial
flows behave? Do international financial flows affect stock markets? I provide answers
to these questions from the perspective of network analysis.

In the literature, researchers have examined estimates of aggregate international
portfolio flows and concluded that international financial inflows are positively and
contemporaneously correlated with equity returns. In particular, Bohn and Tesar (1996)
found evidence that international financial inflows were positively correlated with
lagged flows, and with contemporaneous and lagged measures of expected equity
returns. Moreover, Froot, O’ Connell, and Seasholes (2001) used daily custodian bank
data and also found that international financial inflows have positive forecasting power
for future equity returns, especially in emerging markets. However, most of existing
studies are quite narrowly focused on a single source country.

To provide a systemic analysis in understanding the process of such global financial
integration, I investigate whether international financial flows in equities and debts
have impacts on a country's stock market growth. I use the IMF Coordinated Portfolio
Investment Survey (CPIS) data to construct dynamic international financial flow
networks and examine the effects of networks on stock market growth for three
categories of investment flows - equity, long-term, and short-term debts and also adopt
a general spatial panel regression to test the relation between a country's stock market
growth and its magnitude of connectedness in a network. I find that a country's stock
market growth is not only spatially correlated with those of neighboring countries, but
also positively associated with its centrality in a dynamic international financial flow
network. This positive relation remains even if I control for log GDP, log housing index,
unemployment rate, and characteristics of the market itself such as local market excess

return, earnings-to-price, and book-to-market ratios.
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BROON D, Z9 L7HMMhEZ ZERICANIZBAM S LI EOFM 2179 2 & T A%k
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Fukugawa, N. (forthcoming) Division of labor between innovation intermediaries for
SMEs: Productivity effects of interfirm organizations in Japan, Journal of Small Business

Management.
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Governance’ , Review of Finance (2012) 17, pp. 161-201
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