
	Table 1:  Ratio of FPI to FDI 



	Country


	Obs


	Mean of FPI/FDI
	Country


	Obs


	Mean of FPI/FDI

	Algeria
	4
	0.002
	Korea
	18
	0.10

	Argentina
	20
	2.11
	Luxembourg
	1
	0.66

	Armenia
	5
	0.55
	Malaysia
	20
	0.13

	Australia
	20
	0.48
	Malta
	10
	0.43

	Austria
	20
	0.78
	Morocco
	2
	0.11

	Bahrain
	19
	1.78
	Netherlands
	20
	0.49

	Belgium
	1
	0.47
	New Zealand
	16
	0.54

	Brazil
	20
	0.05
	Norway
	20
	0.43

	Bulgaria
	8
	1.07
	Pakistan
	2
	0.07

	Canada
	20
	0.96
	Paraguay
	20
	0.05

	Chile
	20
	2.64
	Peru
	20
	2.66

	China,P.R.: Main
	16
	0.07
	Philippines
	20
	0.98

	Colombia
	20
	0.50
	Poland
	6
	0.17

	Costa Rica
	9
	0.86
	Portugal
	20
	1.42

	Croatia
	5
	0.05
	Romania
	7
	0.06

	Cyprus
	1
	2.47
	Russia
	9
	0.02

	Czech Republic
	10
	1.63
	Saudi Arabia
	12
	0.42

	Denmark
	20
	0.48
	Slovak Republic
	7
	4.01

	Dominican Republ
	8
	1.61
	South Africa
	20
	0.53

	Finland
	20
	0.14
	Spain
	20
	0.29

	France
	20
	0.24
	Sweden
	20
	0.26

	Gabon
	6
	0.14
	Switzerland
	20
	0.90

	Germany
	13
	0.82
	Thailand
	18
	0.21

	Hong Kong S.A.R.
	5
	0.30
	Togo
	16
	0.41

	Hungary
	13
	0.16
	Trinidad and Tob
	9
	0.29

	Iceland
	13
	1.42
	Tunisia
	20
	9.43

	India
	19
	0.70
	Turkey
	16
	4.33

	Indonesia
	3
	0.01
	Uganda
	1
	0.03

	Ireland
	20
	2.69
	Ukraine
	5
	0.78

	Israel
	20
	1.04
	United Kingdom
	20
	0.90

	Italy
	20
	0.63
	United States
	20
	0.45

	Japan
	20
	0.51
	Uruguay
	16
	0.82

	Korea
	18
	0.10
	Venezuela, Rep.
	20
	0.64

	Note: Table 1 presents the average of FPI stock over FDI stock for 65 source countries over the period from 1985 to 2004. Obs is the number of non-missing observations for each source country. Source: Lane and Milesi-Ferretti (2006).


	Table 2. Summary statistics of Variables



	Variables 
	Obs
	mean
	median
	st dev
	min
	max

	FPI/FDI
	909
	1.03
	0.49
	1.84
	0.0005
	16.34

	ln(FPI/FDI)
	909
	-0.93
	-0.71
	1.54
	-7.56
	2.79

	ln(FPI/FDI)-annual change
	878
	0.03
	0.04
	0.49
	-3.01
	4.43

	Severity of liquidity shock
	909
	-0.08
	-0.08
	0.10
	-0.65
	0.43

	Severity of liquidity shock-annual change 
	908
	-0.0016
	0.00
	0.12
	-0.71
	0.61

	Current Account Balance/GDP
	909
	-0.81
	-1.18
	4.87
	-17.40
	20.30

	Political stability
	909
	72.14
	74.00
	13.72
	33.00
	97.00

	GDP, log
	909
	16.68
	16.67
	1.64
	12.46
	20.98

	GDP per capita, log
	909
	8.76
	9.00
	1.28
	5.31
	10.75

	Trade openness
	909
	4.09
	4.15
	0.58
	2.51
	5.83

	Real exchange rate
	909
	4.62
	4.62
	0.20
	3.78
	5.87

	External debt/GDP (%)
	909
	84.69
	55.66
	141.19
	7.48
	995


	Table 3: First stage estimation of the severity of liquidity shock



	
	Severity of Liquid Shock for Next Year
	Severity of Liquid Shock for Coming Three Years 

	 
	Column 1 
	Column 2
	Column 3
	Column 4
	Column 5 
	Column 6
	Column 7
	Column 8

	 
	Fixed Effect
	Fixed Effect
	Random Effect
	Random Effect
	Fixed Effect
	Fixed Effect
	Random Effect
	Random Effect

	Current Account Balance/GDP
	-0.00303***
	-0.00299**
	-0.00322***
	-0.00316***
	-0.00163
	-0.00156
	-0.00191**
	-0.00186*

	
	[0.00114]
	[0.00115]
	[0.000849]
	[0.000872]
	[0.00108]
	[0.00109]
	[0.000955]
	[0.000967]

	Political stability
	-0.00068
	-0.00063
	-0.00129***
	-0.000982**
	-0.000457
	-0.000374
	-0.00108
	-0.000744

	
	[0.000569]
	[0.000565]
	[0.000452]
	[0.000436]
	[0.000853]
	[0.000824]
	[0.000672]
	[0.000629]

	GDP, log
	-0.130*
	-0.0719
	0.00737
	0.00967
	-0.167*
	-0.0811
	0.000233
	0.00419

	
	[0.0677]
	[0.0837]
	[0.00611]
	[0.00595]
	[0.0997]
	[0.120]
	[0.00773]
	[0.00721]

	GDP per capita, log
	-0.00929
	-0.00716
	0.0218***
	0.0174**
	0.0204
	0.0236
	0.00504
	-0.000848

	
	[0.0473]
	[0.0495]
	[0.00764]
	[0.00747]
	[0.0608]
	[0.0643]
	[0.00844]
	[0.00812]

	Trade openness
	-0.00259
	-0.00604
	-0.00909
	-0.0174
	-0.00766
	-0.0128
	-0.00849
	-0.0202

	
	[0.0359]
	[0.0360]
	[0.0143]
	[0.0143]
	[0.0441]
	[0.0439]
	[0.0198]
	[0.0208]

	Real exchange rate (lag)
	0.0285
	0.0342
	0.0487
	0.0455
	0.0233
	0.0318
	0.0539
	0.0493

	
	[0.0326]
	[0.0333]
	[0.0331]
	[0.0328]
	[0.0422]
	[0.0433]
	[0.0445]
	[0.0442]

	External debt/GDP
	
	0.000239
	
	0.000139***
	
	0.000354*
	
	0.000214***

	
	
	[0.000172]
	[2.18e-05]
	
	[0.000186]
	
	[3.44e-05]

	Observations
	909
	909
	909
	909
	909
	909
	909
	909

	Within R-squared
	0.08
	0.09
	0.08
	0.08
	0.16
	0.17
	0.14
	0.16

	Number of countries
	65
	65
	65
	65
	65
	65
	65
	65

	Note: The dependent variable from Column 1 to 4 is the severity of liquidity shock, defined as the annual sale of external assets normalized by the stock of total external assets of that country. Columns 1-2 estimate the fixed effect panel while Columns 3-4 estimate the random effect panel. The dependent variable from Column 5 to 8 is the maximum of the severity of liquidity shock in the coming three years. All estimations include year fixed-effects. Standard errors adjust for heteroskedasticity and within cluster correlation clustered at the country level. *, ** and *** indicate statistical significant at less than the 10%, 5% and 1% levels, respectively.


	Table 4. The Impact of Liquidity on FPI/FDI

	
	Column 1 
	Column 2
	Column 3
	Column 4

	
	Fixed Effects
	Random Effects
	Dynamic
	Three Year Interval

	
	
	
	
	

	Predicted severity of 

liquidity shock
	3.785
	6.929*
	0.493**
	11.89**

	
	[4.85]
	[4.11]
	[0.23]
	[4.942]

	GDP, log
	-3.869***
	-0.322**
	-1.632**
	-0.223*

	
	[1.42]
	[0.14]
	[0.64]
	[0.128]

	GDP per capita, log
	-0.888
	0.114
	-0.593*
	0.169

	
	[1.10]
	[0.20]
	[0.31]
	[0.135]

	Trade openness
	-0.523
	-0.286
	-0.0284
	-0.173

	
	[0.58]
	[0.46]
	[0.17]
	[0.443]

	Real exchange rate (lag)
	-1.199**
	-0.962*
	-0.264
	-1.601**

	
	[0.58]
	[0.51]
	[0.21]
	[0.662]

	Lagged FPI/FDI effect
	
	
	0.728***
	

	
	
	
	[0.046]
	

	Observations
	909
	909
	846
	270

	Within R-squared
	0.12
	0.08
	
	0.08

	Number of countries
	65
	65
	59
	59

	Note: The dependent variable is the log of FPI stock over FDI stock. The predicted severity of liquidity shock from Column 1 to Column 3 in Table 4 are based on the estimation from Column 4 of Table 3.  The predicted severity of liquidity shock in Column 4 in Table 4 are based on the estimation from Column 8 of Table 3. All estimations include year fixed-effects. Standard errors adjust for heteroskedasticity and within cluster correlation clustered at the country level. *, ** and *** indicate statistical significant at less than the 10%, 5% and 1% levels, respectively.


	Table 5. The Impact of Liquidity on FPI/FDI (Longer Intervals)



	
	
	Column 1
	Column 2
	Column 3
	Column 4
	Column 5

	 
	
	Four Year Interval
	Five Year Interval
	Capital Openness
	Market capitalization
	Market capitalization-alt

	
	
	
	
	
	
	

	Predicted severity of liquidity shock
	
	15.28***
	14.12***
	15.74***
	13.37**
	11.70*

	
	
	[4.230]
	[5.439]
	[5.413]
	[6.246]
	[6.779]

	GDP, log
	
	-0.243*
	-0.285*
	-0.275*
	-0.392***
	-0.25

	
	
	[0.142]
	[0.164]
	[0.164]
	[0.152]
	[0.179]

	GDP per capita, log
	
	0.0486
	-0.0856
	-0.0437
	-0.229
	-0.113

	
	
	[0.161]
	[0.200]
	[0.232]
	[0.185]
	[0.173]

	Trade openness
	
	-0.0163
	-0.0815
	-0.0369
	-0.199
	-0.146

	
	
	[0.421]
	[0.480]
	[0.488]
	[0.502]
	[0.506]

	Real exchange rate (lag)
	
	-1.393**
	-1.179
	-1.167
	-1.241
	-1.729*

	
	
	[0.706]
	[0.761]
	[0.811]
	[0.811]
	[0.925]

	Capital openness
	
	
	
	-0.0523
	
	

	
	
	
	
	[0.106]
	
	

	Market Capitalization / GDP
	
	
	
	
	0.0705
	

	
	
	
	
	
	[0.260]
	

	Number of listed stocks
	
	
	
	
	
	-0.103

	
	
	
	
	
	
	[0.161]

	Within R-squared
	
	0.11
	0.18
	0.19
	0.17
	0.23

	Observations
	
	220
	170
	164
	134
	129

	Note: The dependent variable is the log of FPI stock over FDI stock. The predicted severity of liquidity shock is based on Column 4 of Table 3. Column 1 estimates the sample every four years from 1984 to 2004, and Column 2 estimates the sample every five years. Columns 3 to 5 also estimate the sample for every five years but add additional explanatory variables. All estimations are based on random effect models. All estimations include year fixed-effects. Standard errors adjust for heteroskedasticity and within cluster correlation clustered at the country level. *, ** and *** indicate statistical significant at less than the 10%, 5% and 1% levels, respectively.



	Table 6: Opacity Index



	Country
	CIFAR
	Opacity Factor
	WEF

	Argentina 
	32
	44
	2.91

	Australia 
	20
	21
	1.82

	Austria 
	38
	23
	2.06

	Brazil 
	44
	40
	2.91

	Bulgaria 
	
	
	3.51

	Canada 
	25
	23
	1.84

	Chile 
	22
	29
	1.99

	China,P.R.: Mainland
	
	50
	4.29

	Colombia 
	42
	43
	3.15

	Costa Rica 
	
	
	3.46

	Czech Republic 
	
	41
	3.71

	Denmark 
	25
	19
	2

	Egypt 
	
	48
	3.35

	Finland 
	17
	13
	1.58

	France 
	22
	37
	2.26

	Germany 
	33
	25
	2.39

	Greece 
	39
	41
	2.85

	Hungary 
	
	36
	3.05

	Iceland 
	 
	
	2.85

	India 
	39
	48
	3.07

	Ireland 
	19
	26
	2.62

	Israel 
	26
	30
	2.58

	Italy 
	34
	43
	2.83

	Japan 
	29
	28
	2.75

	Jordan 
	
	
	2.84

	Kong S.A.R. of China
	27
	20
	2.81

	Korea 
	32
	37
	3.27

	Malaysia 
	21
	35
	2.79

	Mauritius 
	
	 
	2.89

	Mexico 
	29
	44
	2.66

	Netherlands 
	26
	24
	2.2

	New Zealand 
	20
	
	1.88

	Norway 
	25
	
	2.04

	Peru 
	
	
	2.97

	Philippines 
	36
	50
	3.17

	Poland 
	
	41
	2.8

	Portugal 
	44
	35
	2.67

	Russia 
	
	46
	4.41

	Saudi Arabia 
	
	46
	

	Singapore 
	21
	24
	2.37

	Slovak Republic 
	
	 
	4.12

	South Africa 
	21
	34
	2.48

	Spain 
	28
	34
	2.23

	Sweden 
	17
	19
	1.69

	Switzerland 
	20
	23
	2.65

	Thailand 
	34
	35
	3.35

	Turkey 
	42
	43
	2.97

	Ukraine 
	
	 
	2.22

	United Kingdom 
	15
	19
	1.74

	United States 
	24
	21
	1.59

	Venezuela, Rep. Bol.
	
	51
	3.88

	Note:  CIFAR is from the Center for International Financial Analysis and Research (1995). OPA is from MIT Sloan Management Review (2004); WEF is from the Global Competitiveness Report (1999) by the World Economic Forum. 




	Table 7. The Effect of Opacity



	
	Column 1 
	Column 2 
	Column 3 
	Column 4 
	Column 5 
	Column 6 
	Column 7
	Column 8
	Column 9

	
	One-year

 interval
	One-year

Interval
	One-year

 interval
	One-year

Interval
	One-year

 interval
	One-year

Interval
	Three-year

 interval
	Three-year

Interval
	Three-year

 interval

	Predicted severity

 of liquidity shock
	-5.653
	-2.627
	5.211
	-5.105***
	-11.17
	-4.390*
	-12.52
	-12.55
	-13.8

	
	[9.14]
	[1.86]
	[9.95]
	[1.72]
	[10.1]
	[2.63]
	[18.84]
	[14.84]
	[18.62]

	Predicted severity of shock 
	0.367**
	0.0839*
	
	
	
	
	0.855**
	
	

	  *Opacity (Opacity Factor)
	[0.16]
	[0.047]
	
	
	
	
	[0.335]
	
	

	Predicted severity of shock
	
	
	0.103
	0.0868
	
	
	
	1.153*
	

	  *Opacity (CIFAR)
	
	
	[0.21]
	[0.055]
	
	
	
	[0.617]
	

	Predicted severity of shock 
	
	
	
	
	7.013***
	1.770**
	
	
	11.11*

	  *Opacity (WEF)
	
	
	
	
	[2.58]
	[0.87]
	
	
	[5.716]

	GDP, log
	-0.761***
	-0.433
	-0.981***
	0.0601
	-0.632***
	-1.019***
	-0.462**
	-0.601***
	-0.523***

	
	[0.28]
	[0.32]
	[0.27]
	[0.27]
	[0.18]
	[0.38]
	[0.235]
	[0.232]
	[0.157]

	GDP per capita, log
	-0.344
	-0.490***
	-0.739**
	-0.0987
	-0.444*
	-0.514***
	-0.254
	-0.111
	-0.121

	
	[0.33]
	[0.13]
	[0.31]
	[0.12]
	[0.27]
	[0.16]
	[0.168]
	[0.201]
	[0.178]

	Trade openness
	-0.72
	-0.175
	-0.971
	-0.0893
	-0.633
	-0.287**
	-0.221
	-0.445
	-0.303

	
	[0.59]
	[0.12]
	[0.67]
	[0.12]
	[0.48]
	[0.14]
	[0.662]
	[0.595]
	[0.494]

	Real exchange rate (lag)
	-1.439**
	-0.307**
	-1.784**
	0.0393
	-1.507***
	-0.480***
	-2.660***
	-2.035**
	-2.057***

	
	[0.59]
	[0.13]
	[0.71]
	[0.13]
	[0.47]
	[0.15]
	[0.948]
	[0.797]
	[0.644]

	Lagged FPI/FDI
	
	0.844***
	
	0.883***
	
	0.771***
	
	
	

	
	
	[0.0190]
	
	[0.0174]
	
	[0.0204]
	
	
	

	Observations
	661
	607
	608
	567
	746
	682
	182
	197
	222

	Within R-squared
	0.12
	
	0.19
	
	0.16
	
	0.22
	0.17
	0.17

	Number of countries
	40
	38
	34
	32
	47
	45
	32
	38
	45

	Note: The dependent variable is the log of FPI stock over FDI stock. The predicted severity of liquidity shock from Column 1 to 6 is based on Column 4 of Table 3. Columns 1-2 are for opacity measured by opacity factor; Columns 3 and 4 are for opacity measured by CIFAR; Columns 5 and 6 are for opacity measured by WEF. The values of opacity indexes are given in Table 6. The predicted severity of liquidity shock from Columns 6 to 8 is based on Column 8 of Table 3. Standard errors adjust for heteroskedasticity and within cluster correlation clustered at the country level. All estimations include year fixed-effects.*, ** and *** indicate statistical significant at less than the 10%, 5% and 1% levels, respectively.


	Table 8: Episodes of Liquidity Crisis from 1985 to 2004

	Algeria
	1987,1986,

	Argentina
	2001,1989,1987,1986,

	Bahrain
	2002,2001,1995,1993,1991,1990,1987,

	Belarus
	2003,1998,1997,

	Brazil
	1999,1997,1986,

	Bulgaria
	1996,

	Chile
	1993,1987,1986,

	Colombia
	2002,1998,1995,

	Costa Rica
	2002,1998,

	Croatia
	1998,

	Denmark
	1994,

	Dominican Republic
	2000,1996,

	Egypt
	1999,1998,

	Greece
	2001,2000,1997,1995,1992,1989,

	Hong Kong S.A.R. of China
	2001,1998,

	Hungary
	1994,

	Iceland
	1994,

	India
	1995,1990,1989,1988,1987,1986,

	Indonesia
	2001,

	Israel
	1988,1987,

	Japan
	1999,

	Kazakhstan
	1998,

	Kenya
	1997,1996,1995,1994,1990,1987,

	Latvia
	1995,

	Lebanon
	2004,2003,2002,

	Libya
	1993,1991,1988,1987,

	Lithuania
	1999,

	Macedonia
	2002,

	Malaysia
	1996,1995,1994,

	Malta
	2001,1994,

	Mauritius
	1998,

	Mexico
	2002,2000,1994,1992,1988,

	Moldova
	1998,

	New Zealand
	1997,1992,1991,1988,

	Niger
	2002,1998,1997,1996,

	Pakistan
	2004,

	Paraguay
	2002,2001,1997,1992,1988,1987,1986,

	Peru
	2000,1999,1998,1990,1987,1986,

	Philippines
	2001,2000,1997,1990,1987,

	Poland
	1996,

	Romania
	1999,1998,1995,

	Rwanda
	2003,

	Saudi Arabia
	1998,1996,1995,1994,1993,1992,

	Senegal
	1993,1990,1987,1986,

	Slovak Republic
	1999,1998,

	Spain
	1994,

	Swaziland
	2003,

	Thailand
	1997,

	Togo
	2001,1998,1993,1992,1987,1986,

	Turkey
	2001,1994,

	Ukraine
	1998,

	Uruguay
	2002,

	Venezuela, Rep. Bol.
	1995,1992,1988,1987,1986,


	Table 9.  Probit Estimation of Liquidity Crisis



	
	Column 1
	Column 2

	
	Next Year
	Coming Three Years

	
	
	

	GDP, log
	-0.126*
	-0.216**

	
	[0.074]
	[0.099]

	GDP per capita, log
	-0.152
	-0.398***

	
	[0.10]
	[0.14]

	Political stability
	-0.0225***
	-0.0176**

	
	[0.0079]
	[0.0085]

	Current Account Balance/GDP
	-0.0581***
	-0.0536***

	
	[0.016]
	[0.015]

	Debt/GDP
	0.00103*
	0.00239**

	
	[0.00062]
	[0.00099]

	Trade openness
	-0.401**
	-0.502**

	
	[0.19]
	[0.24]

	Real exchange rate (lag)
	0.597*
	0.24

	
	[0.31]
	[0.34]

	US interest rate
	0.124**
	0.0899**

	
	[0.048]
	[0.040]

	Observations
	911
	911

	
	
	

	Number of countries
	65
	65

	Note: The dependent variable is the liquidity crisis dummy that equals one when  the annual purchase of  foreign assets has a negative value.  The liquidity crises in our sample are listed in Table 8. Standard errors adjust for heteroskedasticity and within cluster correlation clustered at the country level. *, ** and *** indicate statistical significant at less than the 10%, 5% and 1% levels, respectively.


	Table 10. Second Stage - Probit estimation



	
	Column 1 
	Column 2
	Column 3
	Column 4
	Column 5

	
	Random
	Dynamic
	Three Year Interval
	Four Year Interval
	Five Year Interval

	Probability of Crisis next year
	1.961**
	1.696***
	2.582**
	2.882***
	2.010*

	
	[0.90]
	[0.48]
	[1.03]
	[1.04]
	[1.14]

	GDP, log
	-0.218
	-0.394
	-0.144
	-0.058
	-0.164

	
	[0.14]
	[1.20]
	[0.14]
	[0.14]
	[0.16]

	GDP per capita, log
	0.291*
	-0.678
	0.253*
	0.374**
	0.173

	
	[0.16]
	[0.43]
	[0.14]
	[0.17]
	[0.18]

	Trade openness
	-0.26
	0.195
	-0.173
	0.00227
	-0.201

	
	[0.46]
	[0.26]
	[0.46]
	[0.43]
	[0.51]

	Real exchange rate (lag)
	-0.898*
	-0.388
	-1.340**
	-1.109
	-0.751

	
	[0.50]
	[0.25]
	[0.61]
	[0.72]
	[0.74]

	Lagged FPI/FDI
	
	0.712***
	
	
	

	
	
	[0.042]
	
	
	

	Observations
	911
	811
	271
	222
	171

	Number of countries
	65
	59
	59
	58
	58

	Note: The dependent variable is the log of FPI stock over FDI stock. The predicted probably of crisis is estimated from Column 1 of Table 9.  All estimations include year fixed-effects.  Standard errors adjust for heteroskedasticity and within cluster correlation clustered at the country level. *, ** and *** indicate statistical significant at less than the 10%, 5% and 1% levels, respectively.


	Table 11. Second Stage-Probit estimation (three years ahead)



	
	Column 1
	Column 2
	Column 3
	Column 4
	Column 5

	 
	Random
	Dynamic
	Three Year Interval
	Four Year Interval
	Five Year Interval

	Probability of  a crisis in three years 
	2.372***
	1.873***
	3.123***
	3.217***
	2.899***

	
	[0.82]
	[0.50]
	[0.92]
	[0.87]
	[0.97]

	GDP, log
	-0.104
	-1.035
	-0.0105
	0.0638
	-0.00641

	
	[0.14]
	[1.09]
	[0.14]
	[0.13]
	[0.15]

	GDP per capita, log
	0.448***
	-0.771*
	0.467***
	0.578***
	0.404**

	
	[0.17]
	[0.44]
	[0.16]
	[0.18]
	[0.20]

	Trade openness
	-0.0811
	0.316
	0.0302
	0.14
	0.064

	
	[0.46]
	[0.26]
	[0.46]
	[0.41]
	[0.47]

	Real exchange rate (lag)
	-0.825*
	-0.353
	-1.244**
	-0.985
	-0.73

	
	[0.47]
	[0.25]
	[0.59]
	[0.68]
	[0.67]

	Lagged FPI/FDI (log)
	
	0.718***
	
	
	

	
	
	[0.043]
	
	
	

	Observations
	911
	811
	271
	222
	171

	Number of countries
	65
	59
	59
	58
	58

	Note: The dependent variable is the log of FPI stock over FDI stock. The predicted probably of a crisis in the coming three years is estimated from Column 2 Table 9.  All estimations include year fixed-effects. Standard errors adjust for heteroskedasticity and within cluster correlation clustered at the country level. *, ** and *** indicate statistical significant at less than the 10%, 5% and 1% levels, respectively.
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