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Asymmetric Effects of US Dollar Cyclical Fluctuations on Cross-border Capital Flows in China
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Abstract: Based on the monthly data from October 2006 to June 2018, this paper uses the theoretical model and MSVAR mod-
el to analyze the asymmetric effects of US dollar cyclical fluctuations on cross-border capital flows in China. The research shows
that, there is an asymmetric effect of interest rate differentials between China and the United States on cross-border capital flows.
When there is no risk aversion among the investors, the change of interest rate differentials will not lead to large-scale cross-border
capital flows. The impact of US dollar index on cross-border capital flows has a certain time lag. The appreciation of US dollar will
lead to cross-border capital outflows, and the duration of the impact is significantly longer than that of interest rate differentials
shock. The risk aversion index and the RMB exchange rate have a weaker impact on cross-border capital flows, but show asymmetri-
cal characteristics. The effect of US dollar appreciation on capital outflow after the Fed rate rise and reserves retrenchment is stronger
than before, which indicates that US dollar appreciation has greater impact on China’s cross-border capital flows in the third strong
cycle.
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